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Where is Natural Gas G

0" illg‘]“

Supply 1s determined by price
Price is determined by demand
Demand is determined by price

Price is determined by supply




A F’O”rmula tor Change

Sound energy policy i1s necessary to avoid
an enerqgy Crisis




D litics

Energy Commodities v. Energy Independence
Bio fuels v. cheap gasoline

Electric reliability v. wind energy

Carbon fuels v. renewables

More productive economy v. Global warming
Electric generation v. Clean electric cars
Toxic waste disposal v. Solar power

Energy prices v. Energy subsidies
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Asia & Oceania

United States

Europe
O Coal

3 Oil

B Gas

B Nuclear
H All Other

Eurasia

entral & South America

Middle East

Canada & Mexico

Africa

T e W
BN s §

mE s =

N

[ o

-

I mn

e

o
DN
o
W
o
D
o

80
Quadrillion Btu

._.
o
o
—
D
o
—_
S
o




[~y
($)
e
n
(1]
&)
oy
(]
Lol
£
(0]
4

©
o

*Supply = world natural gas production & Demand =world natural gas consumption.

= Supply
=== Demand

Data: EIA, October 2007




World Gas Prices Led Higher by
Crude *"O"1l Advance
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North America




Production and Imports vs.
C"O " nsumption

| 3 Bef/d
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Source: Lower- 48: IHS 2006; Canadian Imports & Consumption: EIA, AEO 2006




CERA/IHS: North American Production N”O”t Sustainable @
$10/Mct

Gas price Rising costs and shift to unconventional reservoirs
$IMMBtu sets a floor for natural gas prices

$7.00/MMBtu
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Fayetteville shale
Barnett shale KWK
Bossier Cotton
Valley Sands

Piceance Basin

Woodford Shale

Barnett Gas Shale
Appalachia Shale

Barnett Shale
Extension

Uinta Basin

Pinedale Anticline
]

Note: Prices for a 10% rate of return




— Total Natural Gas
— Conventional Gas
— Difference
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Unconventioni

0
1949 1954 1959 1964 1969 1974 1979 1984 1989 1994 1999 2004

Year

Conventionals: EIA (1949-1990) and NPC (1991-2015)
Unconventionals: 1970-1988 data from GRI, 1999. Updated data from 1989-2005 is from EIA, 2001




Where will the consumption of Gas G’O”?

U.S. Total Natural Gas Consumption

© Forecast
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wrera i, o ol Y
shant-Term Energy Qutlook, Mavember 2005 @




Where 1s the Price of Gas
G"O”1ing?

Natural Gas Spot
Henry Hub
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.S. Natural Gas Supply is

G 7L*.0“\f\7111g Unc”O"nventionally

% 47% 52% 56% 60%
Unconvention
al

: EIA (for unconventiona 1) and Wood Mackenzie (for conventional). Does not include Alaska.
(1) Includes onshore and offshore conventional.




U.S. Natural Gas Supply is
Gr’O"wing Unconventionally

"
% 47% 59% 64%
Unconvention
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Views on shale P”"O"tential Are Changing

@

Source: Wall Street Journal.
(1) Replaces USGS shale assessment




O”tential: ““‘Land
ecent M&A Driver

2001 Devon Energy Mitchell Energy
2006 Devon Energy Chief Oil & Gas
2006 Chesapeake Sinclair Oil & Gas

2008  Plains Exploration Chesapeake $15,000

International
2008 Chesapeake Paper $20,200

11 Source: Herold’s Research and company press releases.
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Source: LS. Department of the Interior.

FIGURE ES-12. U.S. Oil and Natural Gas Resources Affected by Access Restrictions

ARI, 2006




Thank You {”O"r your attention

Geoffrey Emerson
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113-299-9011
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