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gained more than a dime.

Northeast prices jumped over $4 for the first time in almost two weeks. “There
seemed to be some demand out there and, with NYMEX up, we saw a big rise,” a trad-
er said. Most locations neared 30-cent gains, as Iroquois Gas Transmission zone 2 aver-
aged in the lower $4.20s, a few pennies above Transcontinental Gas Pipe Line zone 6-
New York and Transco zone 6 non-New York. The Algonquin Gas Transmission city-
gates and Tennessee Gas Pipeline zone 6 rose close to 30 cents apiece.

Appalachian prices generally rose around a quarter, as volumes at Columbia
Gas Transmission exploded from 550,900 Mcf on Friday to more than 1 Bcf.

Gulf Coast prices picked up about a quarter due in part to pockets of nearly triple-
digit temperatures. Henry Hub and Tennessee’s S00 Leg picked up about 25 cents
each, as did Transco zones 3 and 4. The Katy Hub gained a bit more than that, while
Southern Natural Gas in Louisiana surged nearly 30 cents. — Market Staff Reports

Marcellus projects defy credit constraints: officials

Even with the credit crunch putting a crimp on some gas storage projects, sev-
eral Northeast operators are moving forward with plans for new and expanded
facilities, largely revolving around the nearby Marcellus Shale, officials said
Monday at a Boston conference.

Kansas City-based Inergy recently acquired Steuben Gas Storage Company,
located in New York’s Steuben County in “the middle of the Marcellus Shale,”
Inergy Senior Vice President Bill Moler said.

Speaking at the LDC Gas Forum Northeast, Moler said the facility, which has
6.2 Bcf of working gas capacity, is connected to a Dominion Transmission line,
and will soon hook up to the Millennium and Tennessee Gas systems as well.

Additionally, Inergy is in the middle of a non-binding open season for its
Marc I Hub project, intended to move supplies bi-directionally between its
Stagecoach Storage lateral, Tennessee Gas’ 300 Line and Transcontinental Gas Pipe
Line’s Leidy Line, with the latter two being prime delivery routes to premium-
priced Northeast city-gates.

“[This project] runs through the thickest part of the Marcellus Shale in north-
east Pennsylvania,” Moler said.

The shale, which cuts a swath across Ohio and reaches into New York state,
has seen an increase in capital expenditure and investment, most recently last
week when privately-held E&P firm East Resources received a “significant” but
undisclosed investment from equity company Kohlberg Kravis Roberts & Co.

Legacy pipes traversing the play have also announced expansions to existing
lines in order to ready themselves for Marcellus supplies.

“Header systems with increased connectivity will be very valuable and those
who lock themselves in there will be big winners against supply and basis fluctua-
tions,” Vega Energy Partners’ Managing Director Larry Lawyer said.

But a ramp-up of Marcellus supplies and their significant entrance in, and
impact on, Northeast markets are still a few years away, said Les Deman, Shell
Energy’s North American director of fundamental research and analysis.

“Marcellus has been on [Shell’s] books for 20 years,” Deman said. “But it’s
about two to four years away. The largest impact and the real game-changer will
be Rockies gas off [Rockies Express Pipeline]. The Marcellus Shale is more strategic
than REX gas, but it’s just not there yet.”

Other options to the Marcellus include cheaper supply from the Upper
Midwest and eastern Canada, said Mark Bering, DTE Gas Storage Company’s
director of marketing and optimization.

An increasing number of Northeast utilities are looking to storage gas at the
Michigan Consolidated city-gates and Dawn, Ontario, hubs, Bering said.
“Michigan storage is more economical than some of the projects in Pennsylvania
being proposed,” he asserted.
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AGL seeks approval to spend
$400 million upgrading system

Atlanta Gas Light has asked the Georgia Public Service
Commission to let it spend $400 million over the next 10
years on upgrading its infrastructure, including its liquefied
natural gas operations, the company said Monday.

Analysis suggests the growth experienced in the
Atlanta region over the last 20 years necessitates invest-
ment in core natural gas delivery infrastructure to main-
tain proper pressure, minimize the risk of service inter-
ruptions, and meet future demand, the utility said.

“Not only has this region experienced rapid growth in
the last two decades, but the growth has shifted away
from our interstate supply points and existing high-pres-
sure pipeline system,” said Jay Sutton, vice president,
Engineering and Operations.

The company said it wants to upgrade systems in the
counties of Cherokee, Clayton, Cobb, Coweta, Gwinnett,
Fulton, Forsyth, Henry, Paulding and Rockdale during the first
three years of the program. It is expected that subsequent
three-year plans would be submitted for PSC approval based
on 10-year forecasting. In the sixth year, Atlanta Gas Light
intends to expand its existing LNG storage facilities in
Cherokee County to help strengthen system reliability and
available supply throughout the metropolitan region.

If approved by the PSC, the existing $1.95 monthly
pipeline replacement program charge for residential cus-
tomers would increase by 95 cents beginning in October
2009, the company noted. Small commercial customers
will pay an additional $2.85.

By using the existing surcharge in order to recover
program costs, AGL said system improvements should
occur in a more consistent, uniform manner and at less
cost to the consumer than if recovered through base rate
charges, which can change year-to-year depending on the
outcome of expensive rate cases. — Rodney White
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Bering said Michigan storage gas moving on TransCanada and Iroquois
pipelines into the US have as much as a $3.50/MMBtu discount to gas coming out
of Northeast facilities.

To that end, DTE has chosen to enhance its MichCon-to-Dawn connection,
via its recently proposed Dawn Gateway project, in order to meet future customer
needs, with Bering anticipating some of the gas moving on that route would like-
ly be sourced upstream from the Rockies and off REX. — Samantha Santa Maria

Researcher: Barnett drilling may have caused quakes

A series of minor earthquakes that shook a small North Texas town recently
could have been triggered by natural gas operations in the surrounding Barnett
Shale, a researcher with the University of Texas told Platts Friday.

Since last Halloween, there have been about 10 minor earthquakes in the
Dallas/Fort Worth region, an area not normally prone to a great deal of seismic
activity. One small North Texas town has seen more than its share of quakes just in
the last two weeks. Cleburne, located about 30 miles south of Fort Worth, experi-
enced five minor quakes, registering less than 3 on the Richter scale, since June 2.

Clifford Frochlich, associate director and senior research scientist at the
Institute for Geophysics at UT Austin, told Platts Friday that he had studied some
100 seismic events “that appeared to be identical, some of which were too small
to feel,” that occurred in the Dallas/Fort Worth area between October 30, 2008,
and May 17, 2009, and concluded they were all related to fluid injections per-
formed in association with gas drilling.

“The reasons I would conclude that they are probably related are ... the area
doesn’t have a history of tectonic earthquakes,” he said. “There has been a consid-
erable amount of gas production including the injection of fluids to enhance
recovery in that region.”

He added that all the events were “all very close to the same spot, not
spread around the way you’d expect from a tectonic earthquake.” He cau-
tioned, however, that “it’s almost impossible to prove 100% that something
causes an earthquake.”

In his book, Texas Earthquakes, Frochlich studied more than 100 Lone Star
quakes and found that “something like one-sixth of those are related to petrole-
um production, either oil or gas.” However, he said he could not prove a causal
relationship between oil and gas development and the occurrence of earthquakes.

“It’s a situation where if you talk to old-timers they say before the oil went in
there weren'’t earthquakes. Then they put in the oil field, often with massive
hydro-flood and they started getting little earthquakes,” he said. “A reasonable
person would conclude it’s related.”

However, Larry Standlee, a geologist at the UT at Arlington Department of
Earth and Environmental Sciences, told Platts that it’s unlikely that fluid injection
from gas operations could be related to earthquakes in the Dallas/Fort Worth area,
because the US Geological Survey, which monitors seismic activity across the
country, estimated that those quakes occurred five kilometers below the surface.

“Taking a depth of five kilometers puts it significantly below the Barnett Shale
where there’s a lot of drilling,” he said. However, he added that the relationship
between seismic activity and gas operations in the Barnett region merits more study.

Standlee said he is working with an engineer to develop a computer monitor-
ing system to analyze seismic activity in the region. He added that he would like
to acquire seismic data from oil and gas producers operating in the region, but
that such data is often closely held by the companies.

“I think we’re missing the one critical piece of information, how deep these
earthquakes are,” said John Breyer, professor of geology at Texas Christian University.

He said that because the USGS surveys are conducted from locations far from
Texas, the default value of about three miles below the surface assigned to the

|
EnCana relying on hedging
in order to preserve cash flow

Encouraged by the results of its gas hedging program
so far this year and looking to maintain a conservative
approach to its capital expenditures, EnCana has estab-
lished fixed-price hedges on about 35% of its anticipated
2010 gas production at an average price of $6.21/Mcf,
the Calgary-based producer said Monday.

Thus far in 2009, EnCana’s hedging program has gener-
ated nearly $2 billion in cash flow above what market prices
would have delivered, EnCana President and CEO Randy
Eresman said in a statement. “Our hedging program increas-
es certainty in cash flow and helps ensure that we meet our
capital investment and dividend requirements,” he said.

The hedges, which will run from November 1 until
October 31, 2010, should help provide an after-tax rate
of return on gas projects in excess of 20%, the CEO
added. The company also said that it will look for further
opportunities to hedge 2010 production.

EnCana has 68%, or 2.6 Bcf/d, of its 2009 produc-
tion hedged through October 31 at around $9.13/Mcf,
the company added.

The ongoing surge in unconventional gas production —
in which EnCana is a major participant — has boosted gas
supplies at a time when global economic weakness has
hamstrung demand, Eresman noted. He predicted, howev-
er, that North American supply and demand could grow by
25 Bcf/d in the coming years, driven by increased usage
of natural gas for transportation and power generation.

Though Eresman said that current gas price levels are
holding well below the costs of adding new supplies and
are therefore unsustainable, he acknowledged that “it is
difficult to predict” when an upside correction will occur.

Speaking at the Canadian Association of Petroleum
Producers’ Oil & Gas Investment Symposium in Calgary
Monday, Eresman estimated a long-term natural gas price
of around $6.50/MMBtu based on 2009 input costs.
Attractive returns are still possible at such price levels,
but “we need to be a little more conservative about our
capital spending plans,” he said. “We need to be able to
control what we can, and that’s the cost” of producing.

In April, EnCana reported first-quarter net earnings of
$962 million with cash flow of $1.9 billion (GD 4/23). On
Monday, Eresman said the company anticipates total
cash flow this year of $7.1 billion to $8.3 billion, similar
to 2007 levels. — Melanie Tatum

Tricor Ten files FERC application
for California gas storage facility

Tricor Ten Section Hub said Friday that it has filed an
application with the Federal Energy Regulatory
Commission to build and operate a high-deliverability,
multi-cycle underground gas storage facility in Kern
County, California, 10 miles southwest of Bakersfield.

The Tricor facility, which began an open season June 1
(GD 6/1), would have 22.4 Bcf of working gas capacity and
10.1 Bcf of base gas, with a maximum withdrawal rate of
1 Bcef/d and maximum injection rate of 800,000 Mcf/d.

The proposed facility’s close proximity to both the
Pacific Gas & Electric Southern California Gas pipeline
systems should “significantly improve the overall efficien-
cy and effectiveness of the Western interstate gas trans-
portation network,” Chris Kunzi, Tricor’s vice president of
operations and marketing, said in a statement.

The company is seeking its FERC certificate by
February 2010 with an eye toward beginning service in
January 2012. — Melanie Tatum
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area’s quakes is only a rough approximation. “The drilling only goes down a mile
and a half,” he said.

Breyer said there’s a good chance that the Texas quakes, while not very com-
mon, could be purely naturally occurring phenomena. “It’s like the weather. You
don't expect rain in July,” he said. “That doesn’t mean it doesn’t happen.”

Charlie Hodges, a spokesman for the city of Cleburne, said the town’s officials
are concerned about finding a cause for the recent small spate of quakes. “We had
five in a one-week period,” he said. “The fact that we haven’t had an earthquake
in 150 years, and then we have five in a seven-day period does give one pause.
We really want to find out the reason why. We don’t know whether it’s gas
drilling or not.”

Cleburne, located in Johnson County in the heart of the Barnett Shale play, is
“a very big natural gas town,” Hodges said. “We have either 200 wells drilling or
permitted inside the city limits. We have over 1,000 wells working in Johnson
County, most of them in the northern part of the county.”

In addition, the city receives a great deal of revenue every year in natural gas
royalties. “We received $8.5 million last year and we expect to get $6.5 million
this year,” he said.

The city has been in talks with the geology department of Southern Methodist
University, which is planning to install seismic monitoring equipment in scat-
tered locations around the Dallas/Fort Worth area in an attempt to record seismic
events that might occur in the future.

Brian Stump, an earth science professor at SMU, told Platts that he plans to
deploy 10 portable seismic monitoring instruments throughout the region.

He noted that while “there are examples in other places in the world,” in
which fluids injected into the ground have impacted or caused seismic events,
there isn’t enough data available to determine whether this is the case in the
Dallas/Fort Worth area.

Stump said he hopes to collect seismic data throughout the summer and pub-
lish his results some time in the late fall. — Jim Magill

Hedge fund may have to cut gas stake ... fiom pag 1

$4.1 billion) stay unchanged, the ETF will probably have to buy assets unrelated
to [natural gas] during the third quarter and will start to offer a lower correlation
to the evolution of Nat Gas prices,” Petromatrix analyst Olivier Jakob said.

But ICE spokeswoman Sarah Stashak said the new regulation is not expected
to change anything since ICE has been reporting large trader information on the
swaps contract to CFTC since 2006.

The CFTC reached an understanding with ICE in 2006 after the $6.5 billion
implosion of Amaranth Advisors in 2006, after the failed hedge fund opened a
large number of natural gas positions on ICE, and the market ultimately turned
against its positions.

Subsequently, the Senate Permanent Subcommittee on Investigations argued
that Amaranth was able to carry out its strategy because it was able to avoid US
regulatory oversight by trading on ICE.

The UNG is an exchange traded fund that provides small investors access to
the natural gas market by tracking in percentage terms the movements of gas
prices. The fund — which posts its positions and roll dates on its website —
invests in the prompt-month contract on NYMEX futures, NYMEX swap, and
recently the ICE look-alike swap contract.

As investors’ interest has grown over the past year, the number of positions
held by UNG has doubled, with most of that recent growth being seen in the ICE
contract, which now represents 54% of the fund’s holding, Jakob said.

The CFTC had no comment last week when asked by Platts if it has any con-
cern over the growth in the ICE swap contracts.

|
Full Canadian storage may

spur exports to US: analyst

The US could become the market of last resort for
Canadian production later this summer once storage
inventories north of the border are full, even as US inven-
tories continue to swell and an influx of liquefied natural
gas imports potentially looms on the horizon

A Credit Suisse report last month noted a 1.8 Bcf/d
year-over-year decline in US imports from Canada in April,
a “dramatic” drop-off it attributed only partially to a slow-
down in Canadian production.

The bigger issue, said Teri Viswanath, Credit Suisse
director of commodities research, was producers opting
to inject gas in Canada rather than bring it to market in
the US.

“Economics right now don’t justify heavy cross-border
flow,” Viswanath told Platts. “If you have the luxury to put
gas in storage or get this relatively weak spot price [in
the US], you'll elect to put as much gas in storage as
possible.”

Storage, however, will only be an option for so long.
Viswanath called it a “real prospect that Western
Canadian storage will be full in August.”

“Once storage becomes full in Canada, the gas has
got to go someplace,” Viswanath said.

Credit Suisse estimated that imports from Canada to
the US would gradually increase from July through
September, whereas imports fell off during that time last
year. “Unfortunately, the acceleration of Canadian stor-
age re-fills will only really defer these imports until later
in the injection season — arguably at a time when they
are least needed,” the report states.

One key question is how much more gas can the US
absorb? The Energy Information Administration projects
US peak working gas storage capacity to be 3.789 Tcf,
and expects stocks to reach a record high 3.659 Tcf by
the end of October.

Meanwhile, Enerdata reported Thursday that, through
the week ending June 5, about 59% of Canada’s maxi-
mum working gas storage capacity was in use. At the
same time last year, about 45% was in use.

Peter Howard, vice president of research for the
Canadian Energy Research Institute, largely agreed with
Viswanath’s projections that Canadian storage would be
filled by mid-August. He wasn’t certain how much excess
supply would make its way over the border, however.

“Those volumes of gas after the middle of August
would be looking for a home,” he said. “Sure, some vol-
umes might move incrementally upward toward the US
market, but not all of it. | don’t think it can. ... | don’t
think the market will say, we'll take Canadian gas just
because it’'s Canadian gas.”

W.R (Bill) Gwozd, vice president of gas services for
Ziff Energy Group, expected that US and Canadian stor-
age would both fill up in mid- to late September. “The
pipelines are interconnected,” he said, “so I'd suggest
that storage will fill within weeks of one another.”

He added, however, that Canadian “production
declines will help to delay the gas storage fill — perhaps
by a few weeks. That will be very helpful, a piece of good
news for producers. The declines will cumulate and help
to reduce the excessive amount of gas supply floating
around.”

But Viswanath said production declines might not
come soon enough to alleviate the oversupply problem.
“I still believe we're going to have a problem in the third
quarter this year with having too much gas on the mar-
ket,” she said. — Tim Bresnahan
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But according to the CFTC website, the CFTC customarily gives the exchange
the first opportunity to resolve problems in its markets, either informally or
through emergency action. If an exchange fails to take actions that the commis-
sion deems appropriate, the commission has broad emergency powers under
which it can order the exchange to take actions specified by the commission.
Such actions could include imposing or reducing limits on positions, requiring
the liquidation of positions, extending a delivery period, or closing a market.

However, the CFTC has undertaken emergency actions only four times in its
history.

According to a recent Platts interview with NYMEX regulator Tom LaSala,
UNG is not violating any federal regulations on the CFTC-regulated NYMEX
because it rolls its funds over a four-day period in mid-month — which means it
is not subject to federal regulatory position limits that kick in on the three-day
settlement window.

LaSala also noted that while the exchange has position limits on large traders,
it has broad discretion on whether to require traders to reduce their positions.
When specifically asked about UNG, whose positions in the NYMEX prompt
month at that time equaled about 25% of the open interest, LaSala said the
exchange was watching the fund’s growing positions and could step in. The fol-
lowing day, the fund moved some of its positions onto ICE.

Stashak said ICE also has self-regulatory position limits and operates similar to
NYMEX in that respect. She had no comment on UNG’s positions, and noted that
although ICE provides data to the CFTC, it does not publish its open interest.
That makes it impossible for the general public to know how large a percentage of
open interest UNG holds in the ICE swap contract.

On Friday, Jakob raised the concern that UNG’s roll, which began Friday and
continues through Wednesday, could create a price distortion in the July-August
spread. But the spread remained unchanged on Friday on the NYMEX. While the
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ICE swap final monthly price is settled off the NYMEX, the daily settlement is cal- QUL QTR TVERRTTTEEE TR AN T B
culated using data from a number of sources, including spot, forward and deriva-
tive markets for both physical and financial products, according to ICE. That

Settlement High Low +/-  Volume

. . . . . Jul 2009 4.182 4.198 3.825 +32.5 129643
spread information was not immediately available. — Cheryl Buchta Aug 2009 4380 4393 4030 +311 58607
Sep 2009 4533 4.541 4202 +29.0 16412
Oct 2009 4.768 4.780 4.456 +27.5 16016
Market warned to prepare for price spike ... fompage 1 10209 590 5410 5180 +224 4325
e pag Dec 2009 6.047 6.072 5.820 +18.7 4041
and Congress looks to cleaner fuels for power generation, said Les Deman, Shell Jan 2010 6.357 6.376 6.149 +19.2 6575
E 's North Ameri di f fund tal h and analvsi Feb 2010 6.384 6.390 6.202 +18.8 1352
nergy’s Nor merican director of fundamental research and analysis. Mar 2010 6312 6325 6126 +17.4 1873
In Canada, a traditional supply source for major Northeast consumer markets, Apr 2010 6.162 6.178 5.989 +16.4 1378
. . . May 2010 6.207 6.206 6.057 +16.2 706
exports to tbe US are declining an'd will continue to do so through at lea'st 2015, . Jun 2010 6307 6304 6164 +155 125
unless supplies from the long-awaited Alaskan North Slope and Mackenzie Delta proj- Jul 2010 6.419 6.419 6.291 +14.9 110
ects are brought to market, said TransCanada’s Al Jamal, senior manager of gas supply. Aug 2010 6.507 6.512 6.384 +14.6 23
. . . Sep 2010 6.560 6.560 6.439 +14.4 52
Additionally, western Canadian demand is forecast to grow by 2.1 Bcf/d by 0Oct 2010 6.667 6.667 6.539 +14.6 244
2020, fueled by oil sands recovery and a ramp-up in electric generation, Jamal Nov 2010 6.997 6.997 6.883 +13.6 2
added, leading to less Canadian gas crossing the border. Dec 2010 1.387 7.387 7.305 +126 22
' 8 8 8 : Jan 2011 7.597  7.600 7.540 +11.9 48
The net result, at least for the short-term, will be a rapid increase from the cur- Feb 2010 7.597 7.597 7.597 +11.9 0
rent $3/MMBtu to $4/MMBtu NYMEX contract to a range of $5/MMBtu to Mar 2011 7427 7.430 7.360 +11.9 13
. o . . Apr 2011 6.907 6.907 6.907  +9.4 0
$7/MMBtu as soon as early 2010, which would be maintained until 2020, he said. May 2011 6.887 6.887 6.887 +9.4 0
Deman said in his presentation that liquidity has returned to the marketplace Jun 2011 6.977 6.977 6.977  +9.4 Y
. . Jul 2011 7.077 7.077 7.077  +8.9 0
and so have the speculators, as the 12-month NYMEX strip has increased by some Aug 2011 7150 7452 7152  +8.9 0
20% from mid-April lows. Sep 2011 7.182 7.182 7.182  +8.9 0
“It's not that far out on the curve to get to a $6 level,” said Merrill Lynch Oct 2011 7262 7.262 7.262  +8.9 0
. . . Nov 2011 7.502  7.502 7.502  +8.9 0
Commodities’ director Rahim Oberholtzer. The January 2010 NYMEX contract Dec 2011 7.797 7.797 7.797 +8.9 0
settled at $6.165/MMBtu on Friday. Jan 2012 8.002 8.002 7.950  +8.9 2
Feb 2012 7.997  7.997 7.950  +8.9 2
AT . . i
While the current market is challenging, there are a lot of opportunities for Mar 2012 7767 7767 7730 +8.4 2
natural gas players to reduce [their] risk now,” Oberholtzer added. Apr 2012 7.137  7.140 7.137  +4.9 1
: . : : : May 2012 7.092  7.797 7.797  +4.9 1
Panelists said soft Pnces'at the moment might prevent players from. plaf:lng Jun 2019 7170 N/A NA 449 o
hedges for the upcoming winter and further out along the curve, resulting in Contract data for Friday
greater exposure when the NYMEX contract does move significantly to the upside. Volume of contracts traded: 244,267
“We're in a bubble now,” Hussey warned. “Those rig counts are way down. Front-months open interest:

JUL, 77,138 ; AUG, 96,402 ; SER 83.500
Total open interest: 729,616

Henry Hub/NYMEX spread
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Don't let yourself be caught off guard.” — Samantha Santa Maria

Advantage to focus on Alberta shales ... fiom pag 1

Current development plans, which qualify for an Alberta royalty incentive
program, should see its Glacier program reach 25,000 Mcf/d this quarter and dou-
ble in 2010, Advantage said in a statement. 4.1

An independent evaluation by Sproule Associates of Advantage’s 57,000-acre

— Henry Hub cash price
—— NYMEX front month close

3.9
Natural gas hub flow, Jun 15 3.7
Hub Name Scheduled +/- % Daily —31 Day Average— 3.5
Flow Change Price Flow Price 9-Jun 10-Jun 11-Jun 12-Jun 15-Jun
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Iroquois, receipts 801 29 3.75 3.845 628 4.015 ($/b) ($/MMBtu)
Kern River, Opal plant 814 -1 -0.13 2.280 783 2.512 Gulf Coast spot
Niagara 322 33 11.39 3.820 272 3.960 1% Resid 64.0564.15 10.20
Northern, Ventura 28 -1 -2.41 2.925 37 3.148 3% Resid 58.00-58.10 9.23
Northern, demarc 1,670 54 3.36 2.730 1,611 3.011
Northwest, Can. bdr. (Sumas) 559 0 0.00 2.515 696 2.789 Crude spot
PG&E, Malin 825 -49 -5.61 2.640 1,187 2.990 WTI (Jul) 70.49-70.51 12.10
Stanfield, Ore. 0 0 - 2.615 0 2.942 New York spot
Transco, zone 3 1,817 -3 -0.17 3.615 1,953 3.693 No.2 74.10-74.42 12.75
Transco, zone 6 N.Y. 1,177 43 3.76 3.880 1,175 3.999 0.3% Resid HP 58.55-58.75 9.33
Volumes in 000 MMBtu; prices in $/MMBtu. For more information, contact Bill Murphy at 720-548-5485. 0.3% Resid LP 61.10-61.30 9.73
0.7% Resid 58.30-58.50 9.29
Source: Platts data 1% Resid HP 58.00-58.20 9.24
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block at Glacier estimates original raw natural gas-in-place at 3.4 Tcf, giving
Advantage a working interest ownership of 2.9 Tcf. Entering 2009, it assigned 223
Bcf of 2P reserves to Glacier.

But development of Alberta’s shales is lagging far behind neighboring British
Columbia’s Montney and Horn River plays.

The Alberta Energy Resources Conservation Board (ERCB) said June 11 that
although the resource is likely “significant,” not enough production data is avail-
able to prove its commercial viability, delaying the publication of an in-place
resource estimate.

The ERCB said some characteristics of shale gas production in the US and
British Columbia may be comparable to Alberta, but there are variations in spe-
cific plays that require more exploration and development to generate reserve
estimates.

The government-funded Alberta Research Council, which estimates the
Alberta shales may hold 300 Tcf, said more work is needed on drilling and com-
pletion techniques to firm up the resource’s potential.

To that end, the council is offering to pay up to half the cost of a project to crack
the code for commercial production, in addition to Canadian government tax credits
and Alberta royalty credits that can reduce the cost of projects by another 25%.

New wells brought into production after March 31 qualify for an Alberta gov-
ernment royalty incentive program which includes a 5% royalty rate for one year,
or 500,000 Mcf of production.

Advantage brought two Montney horizontal wells on-stream earlier this year
at 8,000-10,000 Mcf/d, after spending $101 million last year at a finding and
development cost of $3.48 per barrel of oil equivalent, and has calculated its
reserve potential at Glacier is economic at less than $5/Mcf.

It has set a 2009 capital budget of $100 million-$135 million, with 46% target-
ed at developing its Montney reserves and building production at Glacier,
although final spending will be “very disciplined,” based on commodity prices.

In narrowing its focus on the Montney play, Advantage hired Tristone Capital
to sell properties producing up to 11,300 boe/d. Its production last year averaged
32,273 boe/d, easing to 30,603 boe/d in the first quarter.

Three months ago, Advantage ended its cash distributions to unitholders
pending a shareholder vote July 9 on its proposal to convert to a corporation
before the Canadian government starts taxing trusts in 2011.

Advantage said the move will allow it to pursue a growth-oriented strategy,
concentrated on the development of its Montney play, while removing uncertain-
ty surrounding the new trust tax laws. — Gary Park

Court approves $32 million
in financing for producer TXCO

Bankrupt independent oil and gas producer TXCO
Resources received court approval Monday for $32 mil-
lion in financing to keep operating and preserving leases
held by production, the company said.

The court approved a $32 million cash infusion for the
San Antonio-based company after a hearing Monday. Three
of TXCO'’s previous lenders agreed to lend the firm more
money while several other banks holding some of TXCO’s
$230 million in debt objected, according to court filings.

When it filed for bankruptcy protection on May 17,
TXCO told the court is had 55 Bcf and 11 million barrels of
oil worth of reserves valued at $268 million and owed
$230 million in short and long-term debt (GD 5/19).
Holders of $150 million in senior debt demanded immedi-
ate repayment on April 21, a move that triggered TXCO’s
vendors into filing lien holdings to ensure repayment.

The independent producer told the bankruptcy court in
San Antonio that its largest creditor other than its lenders
was service firm Weatherford International’s Artificial Lift
Systems subsidiary. Hydraulic fracturing and seismic data
firms are also among the firm’s top 10 creditors.

Investment bank UBS holds all of TXCO’s $97 million
worth of preferred stock while Credit Suisse and Barclays
hold 12% of the company’s common stock, according to the
bankruptcy filing.

TXCO said on March 16 that its auditors had doubts
the company would continue as a “going concern” because
it lacked working capital and was in violation of both its
loan requirements and preferred stock agreements.

The covenant violations forced $153 million in long
term debt and $66.9 million in preferred stock to be
shifted on the balance sheet from long-term liabilities to
short-term obligations

TXCO, which borrowed substantially to fund drilling in
Texas’ Maverick Basin, reported losing $473,000 in
2008 in contrast to $943,000 in profits in 2007. Both
years mark a sharp reversal of the $10 million in profits
it reported in 2006. Rising interest payments and drilling
expenses cut deeply into the firm’s increasing revenue
over the past two years.

In the bankruptcy filing, TXCO reported selling $15.6
million worth of natural gas and crude oil, roughly 6,000 Mcf
equivalent/d, in the first quarter of this year. — Bill Holland
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ICE OTC Energy

Cleared Markets
for Natural Gas, Power and Oil

View our growing list of more than 160
cleared OTC energy contracts now available.

Energy markets in clear view | theice.com

Advertisement

PAA

NATURAL GAS
STORAGE, LLC.

Pine Prairie Energy Center, LLC

Non-Binding Open Season

Up to 2 Bcf of Firm Storage Service is
available at
Pine Prairie Energy Center, LLC
located in Evangeline Parish, Louisiana

All bids should be submitted no later than
Thursday, June 18, 2009 at 2:00 pm CST

For any additional information please
contact
Richard Tomaski at (713) 652-3669
WWWw.pineprairieenergycenter.com
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Insight captures timely analysis from
Platts’ distinguished editorial and
research staff, and other carefully
selected industry leaders. Their expert
commentary gives readers a clear view
into market trends and the driving
forces behind them.

Don’t miss the next issue of Insight!

Who's up, who's down in global energy? What companies
are emerging as leaders by region and by sector? Platts
editorial team reviews the most pressing issues in the Asia
region by sector and explores alternative fuels and their
contributions to a more sustainable future.

Reach Top Executives in the Global Energy Industry.
The November issue of Insight closes on October 22.
For advertising information, please contact:

Vicki Peterson
+970-461-1090
vicki_peterson@platts.com

Get a free subscription at:
http://marketing.platts.com/forms/SMSInsightSubscribe
or send e-mail to: ann_forte@platts.com

Read Insight online at:

Apr 2009 http://viewer.zmags.com/publication/04da31a3#/04da31a3/1
Feb 2009 http:/viewer.zmags.com/publication/6bb3daec#/6bb3daec/1
Dec 2008 http://viewer.zmags.com/publication/5e9af32c#/5e9af32¢/1
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