Natural Gas Market Report
January 17, 2007
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Review and Outlook

After January’s collapse the February contract has held steady in the face of overall
bearish fundamentals, betting instead on the weather turning cold before the contract
expires and thus justifying its stubbornness. It just may have gotten its wish as cold
appears to be on the way. If the turn in the weather comes and stays a while a challenge
of resistance at $6.80 and $7.00 becomes likely. Above $7.00 the market will have a
serious test at $7.30, if it passes this test an extended move higher becomes more likely as
the outlook turns considerably less bearish. On the other hand if the weather doesn’t
arrive as expected or natural gas in unable to hold firm in the face of the sell-off in crude
oil, support is at $6.40, $6.20 and $6.00. | expect that if $6.20 gives way so will $6.00. If
this occurs a test of the perpetual contract low of $5.740 would be likely. Right now, |
view this scenario as unlikely.

Below is the daily perpetual natural gas chart, showing its fall from its recent high
through January expiration and noting February’s low and a gap at $7.30 which presents
an important resistance point.
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Storage

Withdrawal for week ending January 5, 2007
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Weather

AccuWeather’s short term forecast for days one through five predict average temps east
of the Mississippi and below normal temperatures west of the Mississippi. The forecast
for days six through fifteen call for below normal temperatures for all locales west of the

Rockies.

Below are the temperature anomaly maps for the thirty and ninety day periods according
to AccuWeather. They are as close to a bullish long-term forecast as we have had in quite

some time.
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Supply/Demand Balance

The big story in the market is the overwhelming bearish weather leading to diminished
demand for gas. As a result, day and monthly pricing are below most business’ cost of
stored gas causing storage owners to opt to leave the gas in the ground. As a result, there
is a significant storage surplus for this time in the winter season. Even with the high
storage levels, there is a possibility, with the return of normal weather, that we could exit
winter with less in storage than last year. Granted, last year we did set records for end of
winter storage so a slight deficit isn’t terribly bullish. The point being, that even with
very high storage last spring, prices stayed high through the summer and most of
hurricane season. Chances are that this year Mother Nature won’t be as bearish as it was
last year, as everything fell the way of the consumer in 2006. If Mother Nature turning
bullish comes in the form of a cold last half of winter, a warmer than normal summer, or,
heaven forbid, hurricanes in the Gulf, it is possible that we have seen the low of the year.

Baker Hughes Rig Count
Report Dated 1/12/07

Increase
Current Year Prior Year (Decrease) over
Prior Year
U.S. Gas Rigs 1,444 1,224 220
U.S. Oil Rigs 269 241 28
Total Rigs - North America 2,303 2,141 162

Crude Oil

Despite OPEC’s production cuts in November, crude oil continues to slide lower. The
cuts, as typical of OPEC, were not adhered to across the board thus undermining their
effectiveness. To be sure, production was cut, just not as much as promised. However,
from most accounts, even without complete adherence to the cuts, there is a slight
shortage in the market and with additional cuts likely in the next couple of months crude
oil’s move lower may end soon. You would have to go back to the week ending May
23" 2005 to find a prompt month crude oil contract that traded as low as it did today
($50.55). Support is at $50.00. A settle below $50.00 would be significant both
technically and psychologically and could result in a push to the $47.00 area. Crude oil



could recover as far as the mid $57’°s and still be considered corrective, so $57.50 is key

resistance.

The crude oil daily continuation chart, detailing its steady decline, is included below.
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Dollar Index versus Crude Oil

The dollar index and crude oil graph is printed below. While the dollar has rebounded of late, its
overall weakness continues to provide OPEC an excuse to do what they can to maintain, or raise,
prices. Since most oil transactions are denominated in the U.S. dollar and a dollar is worth less, it
enables them to claim that they need higher prices per barrel to maintain their current purchasing
power. Despite OPEC’s best efforts crude oil has fallen in the first half of January, re-establishing

the negative correlation between the dollar and crude oil.

Dollar Index versus Crude Qil - Daily Data
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Please be advised that although the information contained in this report is compiled by SCANA
Energy Marketing from sources believed to be reliable the views provided herein are based upon
a number of estimates and assumptions that are subject to significant business, economic,
regulatory and competitive uncertainties. The prices provided do not reflect the actual prices at
which SCANA Energy Marketing will enter into a transaction. SCANA Energy Marketing makes
no representation, warranty or guarantee as to, and shall not be responsible for, the accuracy or
completeness of this information and has no obligation to update any information provided to
you. SCANA Energy Marketing is not liable to any recipient or third party for the use of or
reliance on the information contained herein. SCANA Energy Marketing is actively involved in
energy trading and may take positions consistent or contrary to the information presented, at its
discretion. SCANA Energy Marketing is not acting as an agent or advisor and encourages the
use of independent consultants, as necessary, prior to entering into any transactions.
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