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Marketing - Processing - Sales - Finance - Risk Management

ICOMMODITIES
Natural Gas
Electricity
Telephone

Oil Products
Water

Video

Security Systems
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WHOLESALE

] SERVICE SUPPLIERS

SERVICE MARKETING
COMPANY
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MARKETING "S" CURVE |

Value Creation

A
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Ve

Multisystem Gas Aggregator & Risk Manager

Scale On Multiple System
Sophisticated Risk Management

On-System/Spot Marketer

e

Cash Market Focus
Cost Containment Is Key

Knowledge Of Specific systems

Organization/Skill Sophistication

JOFREE CORPORATION, HOUSTON TX. 77002, 5§ DEC 1996, YGRNEP.PRE, S CURVE



1997 Natural Gas Physical & Financial Marketing
Financial Markets
"Eutures Trading Day" \_omﬂ |—|O.Hm_
"Near Month" 12 Month Strip NYMEX

738 Bcf/d Max 1,597 Bcf/d Max

Supply Sources 73 Bcf/d Min 143 Bcf/d Min Volume 121 Tcf
Bcf/Year ?m__m%w“ﬂ%c
WHOLESALE xmm>_.mu

— T

—
Y
| . - ﬁ RETAIL
Annual Average

Approx. 140 Bcf/d

Total Consumption 1997

60 Bef/d
! Seasonal Range 21,994 Bef*
48 to 81 Befld *Includes Field and Plant

JOEREE CORPORATION, Houston, TX, 77002. CF 30 JAN 1887, cfo12997 PRE. GASMKTS




Today's Interstate Pipeline Industry

HOLDING

COMPANIES

PIPELINES

Northern Border Operations
Transwestern L—Northern Natural Gas Co

— Florida Gas (50% SONAT)

1 ENRON North t Pipeli K Ri
orthwest Pipeline --- Kern River
2. WILLIAMS Williams Pipeline
3. DUKE Transco
4. COASTAL __ Texas Gas [TANR
5. EL PASO Panhandle CiG
u. OGS Trunkline Great Lakes
b PGAE Texas Eastern
7. SONAT Algonquin
8. KOCH Tenneco
9. NATIONAL FUEL m_u_ o.uwmo
10. COLUMBIA SONAT & Florida Gas (50% Enron)
11 HOUSTON IND Gateway United
12. QUESTAR National Fuel
Columbia & Columbia Guif
13 KNE — ARKLA
14. CNG e Mississippi River Transmission
O:mmﬂ_m_r_ e
I
CNG MIDCON/NGPL

@8 ELECTRIC ALSO

JOFREE CORPORATION, Houston, TX 77002, cirvoli.pre,

ISTATE PL INDUS



Physical Vs Contractual World
*x Physical World: x Contractual

Move gas from World: Marketing
wellhead to agreement
consumer e Contracts to sell,
e Produce per buy, and transport
agreement gas
e Pipeline transport as ¢ Agreements
agreed between marketers,
e Receijve per consumers,
agreement transporters,

storage operators,

e Store per agreement
etc.



Physical Vs Contractual World

» Disconnects cause problems.
— No or too much/too little delivery or take
- Bankruptcy of one of contracting entity
- Force Majeure
— Refusal or inability to perform
» Contractural Issues/Problems
- Loose terms and conditions
— Credit worthiness
— Failure to understand risks
— Naive buyer




Physical Vs Contractual World
(Continued)

> Current non-performance recourse
- Imbalance penalties
- Law Suite
— Arbitration
- Refuse service
- Negotiation



Conclusions

= Energy Industry consolidation will
continue and accelaerate in electric
utilities and gas LDCs.

= The Gas Industry is reaching a new
plateau in business sophistication with
even more to come

= | evel of sophistication will enable
companies to improve efficiency

= Drive for efficency will cause more
consolidation of the industry



Conclusions
(Continued)

= Niche or regional companies will exist in
some areas of the country

* The number of broad based energy
marketing companies will decrease

= Exciting times are ahead




$/MMBtu

Average Henry Hub Price minus
Near Month Futures Close Price
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