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2014 Energy Market Update Conference

Dino Caro - Integrys Energy Services - 6/27/2014
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Today’s Topics

Winter ‘14 Polar Vortex Impacts

Natural Gas Update
o Shale impacts, pipelines, basis

Power Update
o Generation, volatility, component
increases

Implications for YOUR energy strategy
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integrys Polar Vortex Snapshot

* More than half the 56 utilities we
serve gas behind constrained or

interrupted between January and
March!

* PJM ancillary costs unprecedented,
up 700% in some markets

 Volatile prices, $100+ gas prices,
PJM price hit $1,800
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ntegrys  Winter 2013-14 Gas Demand

« January 2014 - Highest natural gas consumption
month on record at 3.2 Tcf with highest consumption
day (139 bcf) on January 7t - a strong consumption
day had been more recently about 110 Bcf

« January 2014 - Highest daily average natural gas to
power generation on record for a winter heating
season month (21.4 Bcf/d) and highest peak day
demand for power gen during winter heating season
on January 7t (31 Bcf)

« January 2014 - largest net withdrawal of working gas
for a month at more than 950 Bcf, surpassing previous
record of 847 Bcf set in January 2003

Source: AGA
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Winter-to-Date Avg.
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8 of Top 10 PJM Winter Peaks (Jan 14)

Top Ten Winter Peaks

Rank Date Load (MW) Time
1 1/7/2014 141,312 Evening

2 1/7/2014 138,733 Morning

3 1/24/2014 137,898 Morning

4 1/28/2014 137,868 Evening

5 1/30/2014 137,032 Morning

6 2/5/2007 136,675 Evening

7 1/29/2104 136,517 Morning

8 1/22/2014 135,874 Evening

9 1/23/2014 134,989 Evening

10 2/6/2007 134,492 Morning

Data preliminary for 2014. Pre-2014 dates
include zones later integrated into PJM.
(Source: PIJM Interconnection, LLC)
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integrys  Energy Uplift: Largely BOR - One Month!

Energy Uplift Charges: 1999 — Jan 2014

$1.000
$900
$800
$700

$600 -
$500
$400 -
$300 -
$200 -
$100 A I I
$0 - . . . . . . . . . . .

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 Jan
BN Charges  se)an 2014 Charges 2014

Energy Uplift Charges (million)

PJM Feb 24, 2014 Market Monitor Report
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integrys” Review of Market Operations / Uplift Costs

BOR by Reason

BOR Credits (million)

1 Conservafive Operations $392 1%
2 Reliability Commitment $20 4%
3 Manual Dispatch $2 0%
4 Economic $64 13%
5 Ancillary Services $0 1%
b Other $4 1%

Unknown $23 2%

Tofal $912 100%

PJM Feb 24, 2014 Market Monitor Report
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PJM Wholesale Cost
January 2014
($/MWh)

2013 Average $52.97

Transmission 4.67
Regulation 0.82

Operating Reserve 7.86
PJM Cost 0.33

Reactive 0.29
TransOwners Control 0.08

Synchronized Reserve 1.12
Black Start 0.07

Energy 126.80

TOTAL: $149.24/MWh

* Values are PJM averages and do not reflect
potential locational cost differences.
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integrys Industry Impacts

“The total impact on operating profit from the Polar

Vortex is now estimated at approximately $110
million.”

-Centrica (Direct Energy parent)

“..led to about a $7 million drag on Retail earnings
compared to the year-ago.”

-Duke Energy Retail

“....decreased earnings by about $42 million.”

“PJM ancillaries negatively impacted the competitive
business by about $21 million.”

-First Energy Solutions
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* Loads higher than expected, significant generator
outages, volatility (DA / RT) higher than expected
(balancing costs), ancillary service costs highest ever
recorded

« RTO/ISO defaults socialized to those with financial
integrity

* End-Use customers with full pass through “index”
contracts experienced huge cost increases

* Some customers with fixed price contracts faced with
regulatory change adjustments



mtegrys

eeeeeeeeeeeee




N -
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Economics have shifted
transportation paths

* Marcellus and Utica Shale now
supply NE instead of historical
TX/LA ol

* Historical OH flows of
South/West to North/East no
longer most desirable

* Has severely depressed ( [
Appalachian Supply basis
market with pipeline
expansions still a work in )
progress ® (NGfaclty

@ Dominiongas customer base

@ Dominion gas storage

» Difficult to source gas to some
areas of N. OH behind Columbia

— Dominion gas pipeline
mmp Historical gas flow

mp New gasflow Map: Dominion
Transmission Inc.



ntegrys Shale Supply Shifting Basis Market
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PAST:

Price Incentivizes Gas to Flow — .
from Gulf Coast to Appalachia —— \ 7 o o ‘:
‘ | Noriheas’r

Appalachia k . 3 A

and Northeast Markets

PRESENT:

Price Incentivizes Gas to Flow
from Appalachia to Gulf Coast
and Northeast Markets

FUTURE:

Increased Production Growth
Makes Appalachia Low Cost
Supplier; Gas Flows to the
Northeast and Gulf Coast

Source: Columbia Pipeline Group
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Two projects expected to most affect
Cincinnati area:

1. Leach Express - Columbia Gas Transmission,
1.5 BCF/day from PA to N. KY (2016-2018)

2. Lebanon West |l - Dominion Transmission, .13
BCF/day from Marcellus to Lebanon (winter ¢16)

» Once online, should pressure basis market
with cheaper Appalachian production flowing
from east to west
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Transport growing SW Marcellus and Utica supplies away from
consirained production areas to liquid fransactional points or
markets

Binding PA’'s executed with 4 anchor shippers

Optimizes existing infrastructure

Increased liquidity at TCO Pool and to higher value liquidity
marketfs off the CGT system.

Leach Xpress: ~27 mi. 36", ~99 mi. 42", ~65,000 HP
Rayne Xpress: Various station modifications + ~40,000 HP

Preliminary Engineering & Scoping Uﬁf:? Refeipsts . com
arington, 3eneca, Berne, Cadiz

August BOD Approval Marcellus Receipts
Majorsville, Mobley, Sherwood

Leach/ TCO Pool
Greenfield Corridor
Existing Cormridor

In-service: 2 Half 2017

Columbia
Pipeline
Group..
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Lebanon West Il

-

Western Access h
Transport residue gas from 3 party
processing to interstate pipelines

Estimated investment: $90m
Volume: 300,000 dth/d

-

Expected in-service: 40 2014

s

Lebanon West Il

Transport production from Butler PA
to Lebanon.

Wolume: 130,000 dth/d
Expected in-service: 40 2016

P
QF Dominion

o

Allegheny Storage Project
Provide 7.5 BCF of incremental storage
and transport service

Estimated investment: $112m
Volume: 125,000 dth/d
Expected in-service: 40 2014

Clarington
= Firm transport from central WV
to Clanngton, OH

= Estimated investment: 578m
»  Volume: 250, 000dth/d
*  Expected in-service: 40 2016
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Daily Pricing (5/MMBtu) at Ohio Points - Q1
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Historical tight relationships
are now showing diversions ...
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Rolling 1 Yr Gas in Duke Region
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Although not a the lows of 2012
still a decent value ...
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Duke Region vs. Shale Gas
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=== Duke CityGate  ====Dominion (Shale Based)

Market pricing beyond 24 months
has potential to converge ...
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Power Update




Energy Price for June 2014 - May 2015

Rolling 12-month AD Hub Prices
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r, prices

Over the past yea
have risen sharply...
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Energy Price for June 2014 - May 2015
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...but are still a pretty good deal
as compared to historical prices
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Duke Capacity Rates
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Energy Only vs. Total Price
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Total Price includes Capacity, Ancillaries and RPS
Price for a 1yr forward deal for a 55% Annual LF Customer
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* Within the last year ancillaries have seen
an increase of ~$.50/MWh mostly due to

the high rates seen during the polar
vortex.

 From the auction, capacity rates will drop
on ‘16-’17 and then increase again for
planning year ’17-’18.

* Energy prices have continued to increase
~$5/MWh higher than last year. If you use
more on-peak that rate difference
continues to increase more.
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Duke includes in their Rider Base Transmission Rider (BTR):

* Schedule 1A Transmission Owner Scheduling, System Control and
Dispatch

* Schedule 2 Reactive Supply and Voltage Control Generation or
Other Sources Services

* Schedule 12 Transmission Enhancement Charges
* Network Integrated Transmission Services

Integrys Energy Services Includes:

 Energy
 Losses

 PJM Ancillaries
« Capacity

 Renewable Portfolio Requirements
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* Majority of PJM peaks past 5 years
between 3 and 5 pm EST

» Consider cooling more than usual
until 2; then reducing cooling
between 3 and 5

« Some suppliers offer peak day alerts
to notify customers of likely peaks
based on system load forecasts

« Curtailing usage during peak times
can help reduce your capacity costs
for the year ahead
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Tools to Help Manage Capacity

Ohio DemandWise>M Strategy

PLC Tags NSPL Tags (AEP)
5% Reduction 412 30 417.05
10% Reduction 390.60 395.10
20% Reduction 36890 373.15
DemandWise™ Optimization - New Spend Totals
Capacity 12-Month Term |24-Month Term  |35-Month Term
0% Reduction 523,604 545,864 557,153
5% Reduction 522,423 543571 554 206
10% Reduction 521,243 541,278 551,438
20% Reduction 518,883 536,691 545,723
DemandWise Capacity Optimization
530,000
520,000 L i |
510,000
$"D T T T 1
0% Reduction 5% Reduction 10% Reduction 20% Reduction

DemandWise™ 5/kWh equivalent - Capacity

12-Month Term

24-Month Term

35-Month Term

0% Reduction £0.01020 $0.00990 £0.00850
5% Reduction £0.00969 50.00941 $0.00808
10% Reduction 5000918 50.00891 50.00765
20% Reduction 50.00816 50.00792 50.00680
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Potential Peak Day Alert!

System Peak Appears Likely
Tomorrow What You Can Do...

Based on current PJM load forecasts, a system annual peak

Help reduce your capacity costs into the future. Capacityis a
could likely be established tomorrow.

key cost component in the price you pay for electricity,
representing 10 to 25% of your total commodity price. The
amount of capacity allocated to you is directly correlated to
your consumption at the time the entire region peaks. By
reducing your loads when most other customers are peaking

you increase the probability of receiving a lower capacity cos{
@ component into the future.

be SMART "< SECURE L« SURE

Your capacity allocation for the next planning year may be set
during this period.

Integrys Energy Services helps you Be Smart with Your Price.

LOAD FORECAST - Next 6 days - for PJM

=6 Day Forecast !
]
—Last Year's Average Peak 1




ﬁgggg’ What about YOUR buying strategy?

Gas - How do you view shale gas impacts

on future prices?

— Current markets price in more access, will the
projects happen?

Power - Have you considered a variety of
strategies?

— Opportunities to manage overall spend can
be more effective than low unit rate

— Low ‘16-’17 Capacity price can average
down your rate... how’s your budget?
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Questions?

Thank You for having me!




