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EEKLY UPDATE

MARKET INTELLIGENCE

01/20/2017 - Current ERCOT NZ ERCOT HZ ERCOT Sz
Close Changes Close Changes Close Changes
Balance 2017 $33.20 (51.98) $37.96 (51.88)  $35.63 ($1.99)
Calendar2018 $32.12 ($0.97) $35.26 (50.97) $34.28 ($0.77)
Calendar 2019 $31.88 ($0.92) $34.02 (50.69)  $34.32 ($0.50)
Summer 2017 $51.76 ($3.13) $56.77 ($3.10)  $56.55 ($0.26)
Summer 2018 $51.95 ($1.62) $54.95 ($1.57)  $54.90 (50.69)
Summer 2019 $56.30 ($2.75) $59.94 ($2.30)  $59.23 ($2.11)
ERCOT Forward Peak Prices
as of closebusiness day 1/20/2017
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TradeDate 01/20/2017 - Current Cal '2017 Cal '2018 Cal '2019
NYMEX NG Current Fixed Price $3.296 $3.113 $2.938
Min (Occurred 2/25/2016) $2.469 $2.549 $2.598
Max (Occurred 6/30/2008) $11.850 $8.264 $8.358
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Trade Date 01/20/2017 - Current Close Changes
Calendar 17 $3.296 (50.156)
Calendar 18 $3.113 $0.048
Calendar 19 $2.938 $0.007
Winter '17 $3.302 $0.078
Winter '18 $3.626 $0.090
Winter '19 $3.199 $0.026

Natural gas demand for power generation set a record in
2016 averaging 27.5 Bcf/d, roughly 4%, over previous
record demand in 2015, and 18% higher than the prior
five-year average. In addition to high temperatures and
load increases, some of the power burn gains can be
attributed to retirements of coal plants. Including 2016
coal retirements of 8.9 GW, total retired coal capacity
since 2012 amounts to nearly 45.7 GW. Since that time,
natural gas power burn has increased by about 2.5 Bcf/d.
Gas prices remained depressed compared with 2015
from January to July and then started to show an upward
trend by August. From January to July, Henry Hub prices
averaged $2.14/MMBtu, a 23% decline from last year’s
levels.

Texas' electric grid expansion continues, and the rates to
defray that system's construction, operation and
maintenance are likely to continue to grow in 2017.
During a recent Gulf Coast Power Association luncheon at
Houston's Downtown Club, Chris Reeder, a partner in the
law firm of Husch Blackwell, provided a recap of 2016
activities by the PUC of Texas and a brief outlook for the
regulatory agency's activities in 2017. In Reeder's
presentation, he noted the cost of transmission service
rate has grown from $1.5 billion in 2010 to $3.2 billion in
2016, and the rates to defray that cost has grown from
$26.05/kW in 2010 to $50.48/kW in 2016. Texas likely to
raise transmission rates to cover these increased
expenses.

US Commodity Futures Trading Commission (CFTC)
member Chris Giancarlo acknowledged his upcoming
role as acting CFTC chairman Wednesday. Among his top
priorities, he said, is providing customer choice in swap
trade execution, fixing a swap data reporting regime that
has failed to bring about intended transparency to the
markets. He also announced his intentions of easing the
regulations tracked by energy firms: requirements for
variation margin for uncleared swaps, and regulation on
automated trading.
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. . PRICE TRENDS
ERCOT NZ 5x16 Fixed Prices

as of closebusiness day1/20/2017 = Working gas in storage was 2,917 Bcf as of Friday,
January 13, 2017, according to EIA estimates. This

$56 represents a net decline of 243 Bcf from the previous
51 week. Stocks were 431 Bcf less than last year at this
T 6 time and 77 Bcf below the five-year average.
§ = Henry Hub spot prices fell 3 cents from $3.28/MMBtu
S $41 last Wednesday January 11th to $3.25/MMBtu January
Tg $36 18th. NYMEX prompt month Feb 2017 contract price
£ $31 rose 8 cents from $3.224/MMBtu last Wednesday to
26 $3.202/MMBtu on Thursday. NYMEX natural gas
futures February contract settled 16.4 cents lower at
$21 T T T T T T T T T T T T T $3.204/MMBtu, on a mild weather forecast Friday. The
Aug-12 Dec-12 Apr-13 Aug-13 Dec-13 Apr-14 Aug-14 Dec-14 Apr-15 Aug-15 Dec-15 Apr-16 Aug-16 Dec-16 price of the 12-month strip (averaging February 2017
ERCOT NZBal '17 Fixed Price ERCOT NZCal '18 Fixed Price ERCOT NZCal '19 Fixed Price through January 2018 futures contracts) climbed 10¢
01/20/2017 - Current Balance Yr '17 Calendar Yr '18 Calendar Yr '19 t0 $3.402/MMBtu.
= Spot gas at Houston Ship Channel for Saturday-
ERCOT NZ Current Fixed Price $33.20 $33.47 $33.47 Monday delivery was flat at $3.118/MMBtu.
Min (Occurred 2/25/2016) $29.26 $30.26 $31.46 = ERCOT cash markets were relatively friendly last week
with the on-peak weekday (1/16-1/20) day-
Max (Occurred 6/24/2008) $98.93 $78.43 $81.41 ahead/real-time price spread averaging only -50.73. All
this despite the Houston/North 354kv lines were taken
out of service for maintenance.
ERCOT HZ 5x16 Fixed Prices = ERCOT Day ahead market moved higher Friday as
as of close business day1/20/2017 temperatures were forecast to be cooler this week
62 with rising load. ERCOT North Hub day-ahead on-peak
¢57 prices rose $3.75 in the mid$20s/MWh for Monday
<52 morning. Next-day real-time on-peak jumped around
= $6 in the mid-$20s/MWh, while next week real-time
§ 47 stayed in the low $20s/MWh. North Hub July-August
&3 $42 fell $1.50 in the upper-$50s/MWh.
g %37 = The Houston — North Hub spread averaged $6.29 in the
T $32 day-ahead market for the weekday peak, but the price
$27 spread in real-time where it averaged only five cents.
$22 o« T T T T T T T T T T T T T = Real-time price volatility was seen on Saturday (1/21)
Aug-12 Dec-12 Apr-13 Aug-13 Dec-13 Apr-14 Aug-14 Dec-14 Apr-15 Aug-15 Dec-15 Apr-16 Aug-16 Dec-16 morning when wind generation, which was forecast in
ERCOT HZBal '17 Fixed Price ERCOT HZ Cal '18Fixed Price ERCOT HZ Cal '19 Fixed Price excess of 10GW, came in at under 5GW. The
underperformance in wind generation caused the real-
01/20/2017 - Current Balance Yr '17 Calendar Yr '18 Calendar Yr '19 time market to settle $45.66 for the peak hours on
ERCOT HZ Current Fixed Price $37.96 $35.26 $34.02 Saturday, after clearing only $20/MWh for day-ahead
X market.
Min (Occurred 2/25/2016) S 31.464 S 32122 §$ 32.748
Max (Occurred 6/26/2008) S 110.833 S 86.639 S 85.744
ERCOT SZ 5x16 Fixed Prices
as of close business day1/20/2017
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ERCOT SZ Bal '17 Fixed Price ERCOT SZ Cal 18 Fixed Price ERCOT $Z Cal'19 Fixed Price
01/20/2017 - Current Balance Yr '17 Calendar Yr '18 Calendar Yr '19
ERCOT SZ Current Fixed Price $35.63 $34.28 $34.32
Min (Occurred 2/25/2016) S 30.755 S 31.340 S 32.545
Max (Occurred 6/16/2008) S 77.153 S 78.567 S 77.152
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