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Agenda — From Feast to Famine

The U.S. ended the 2007-2008 winter
season with average amounts of
propane in inventory

However, stocks then rose very
slowly throughout the summer

And U.S. inventories fell to historical
lows In September

WHY? — And more importantly, what
about the upcoming winter?




Propane stocks have fallen below

the typical seasonal range (ac
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Stocks are important — propane supplies are constant

but demand Is seasonal
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What caused inventories to change so much?

* Stocks remained about average due to a warm
2007/08 winter

* |nventories became low because of:

°[_ow waterborne imports
°[ ow refinery production rates

*High consumption by petrochemicals
e But were partially maintained by:

*High gas plant production rates
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The last five winters were warm

Oct. — March Heating Degree Days
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Last winter, only February was colder than normal
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What caused inventories to change so much?

¢ Stocks remained about average due to a warm
2007/08 winter

* |nventories became low because of:

°[_ow waterborne imports
°[_ow refinery production rates

*High consumption by petrochemicals
* But were partially maintained by:

*High gas plant production rates
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Global LPG supply is expected to rise by around 43 million

tonnes between 2007 and 2012

LPG Supply, Million Tonnes
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» The Middle East will
surpass North America
within a few years to
become the largest LPG
producing region in the
world.
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» Supply growth is expected
to exceed demand growth
In some regions, resulting
in exports of the surplus
LPG.
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Year-to-date waterborne imports are below average, again

Cumulative Imports, Million Barrels
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Year-to-date imports from Canada are right on track
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Propane stocks in Canada are about average, but...
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...stocks are low In Eastern Canada
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What caused inventories to change so much?

¢ Stocks remained about average due to a warm
2007/08 winter

* |nventories became low because of:

°[_ow waterborne imports
°[ ow refinery production rates

*High consumption by petrochemicals
* But were partially maintained by:

*High gas plant production rates
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In 2005, propane production by U.S. refineries

fell by 80,000 bpd after the storms

Thousand Barrels/Day

450 —

W Other B Texas B Louisiana
400 4 /Z0,000bdeower *****
304 o Down g /7 N+« b v _

300 0 L0} 80 000 bpd _ I .

250 RAERRRIRE ARt tatittinntinntinditt +

200000ttty

o-AuAnnpana NNt nntonunannnnutanny

I EERAESEEERANREERERARNEYREERERNRYEEEEREREEEEH

S AR R RN R R RN AR RN RN R EEEE RN
O _

Jan- Apr- Jul- Oct- Jan- Apr- Jul- Oct- Jan- Apr- Jul- Oct- Jan- Apr- Jul- Oct-
5 05 05 05 06 06 06 06 O7 O7 O7 O7 08 08 08 08

PUl\L
o
r & PGERTZ



What caused inventories to change so much?

¢ Stocks remained about average due to a warm
2007/08 winter

* |nventories became low because of:

°[_ow waterborne imports
°[_ow refinery production rates

*High consumption by petrochemicals
* But were partially maintained by:

*High gas plant production rates
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Ethylene plant consumption set record

highs this summer, prior to the storms
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Propane has been a relatively cheap cracker feedstock

Cents Per Pound of Ethylene
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What caused inventories to change so much?

¢ Stocks remained about average due to a warm
2007/08 winter

® |nventories became low because of:

°[_ow waterborne imports
°[_ow refinery production rates

*High consumption by petrochemicals
* But were partially maintained by:

*High gas plant production rates
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In 2005, the U.S. lost 90,000 bpd of gas plant propane production

Thousand Barrels/Day
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What about the upcoming winter?

The U.S. started 2007 with almost
record high propane inventories

And ended the winter with average
amounts of propane in inventory

Propane stocks then declined
throughout the summer

And U.S. inventories fell to historical
lows by September

WHY? — And more importantly, what
about the upcoming winter?
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Hurricanes Gustav and lke disrupted both the

production and consumption of propane

As of October 1:

©3.38 Tcf/d of natural gas production remained shut-in

®Qut of 38 gas plants impacted by the hurricanes:
® 6 remain shut down
® 5 were not running due to lack of gas and/or power
® 27 were running at normal or reduced rates

®QOut of 33 refineries impacted by the hurricanes:
® 1 remains shut down
® 3 were restarting
® 29 were running at normal or reduced rates

®Qut of 34 ethylene plants impacted by the hurricanes:
® 11 remain shut down
® 4 were restarting
® 19 wererunning at normal or reduced rates o
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Propane supplies this winter will depend on:

*Will ethylene plants reduce propane cracking?
*Will the U.S. attract more imports?

*How quickly will the industry recover from
Hurricanes Gustav and lke?

*Will the winter be warm, cold, or average?

®Higher prices for propane will solve the first
two issues —the other two are up to Mother Nature
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Propane stocks in the total U.S. should be adequate

IF the winter is about average

Million Barrels
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But propane stocks could remain low

If the U.S. has a cold winter

Million Barrels
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Residential/Commercial propane demand

IS highest in the Midwest
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Low propane stocks in the Western U.S. have

been rebuilt

Million Barrels
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Mid-Continent stocks will likely also be adequate

30 Million Barrels
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U.S. Gulf Coast stocks are significantly below average
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East Coast propane stocks may need to be

replenished

Million Barrels
6.5

6.0
5.5 1
5.0 |
45 |
4.0
3.5 1
3.0 |
2.5 1
2.0 1
15 -

- - - 2000-04 Maximum |

—— 2007

—— Avg. 2008
—— Cold 2008
—e— Avg. 2009

10 ¢ —+—Cold 2009
05 t - = = 2000-04 Minimum |
0.0 | | | | | — | — |
1 5 9 13 17 21 25 29 33 37 41 45 49
Week PURVIN
31 GO



Propane supplies this winter will depend on:

*Will ethylene plants reduce propane cracking?
*Will the U.S. attract more imports?

*How quickly will the industry recover from
Hurricanes Gustav and lke?

*Will the winter be warm, cold, or average?

*Perhaps Human Nature will have a big impact on the
fourth issue
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And secondary & tertiary storage is LARGE
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WATCH THE MARKET

* Weather ﬁ\% P
* How cold ? L~
~TpPUv—
* Where ? /”ﬂii ‘\W

* How Quickly ?

* Weekly Inventories in
EIA’'s “TWIP” Reports

« DOE’s Energy Emergency Situation Report
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Thank you for your attention

Questions ?

Walt Hart wmhart@purvingertz.com 713-236-0318
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About this Presentation

This presentation was prepared for the sole benefit of the Winter Fuels
Conference. Neither the analysis nor any part of the analysis shall be provided
to third parties without the written consent of Purvin & Gertz. Any third party in
possession of the analysis may not rely upon its conclusions without the written
consent of Purvin & Gertz. Possession of the analysis does not carry with it the
right of publication.

Purvin & Gertz conducted this analysis utilizing reasonable care and skill in
applying methods of analysis consistent with normal industry practice. All
results are based on information available at the time of review. Changes in
factors upon which the review is based could affect the results. Forecasts are
inherently uncertain because of events or combinations of events that cannot
reasonably be foreseen including the actions of government, individuals, third
parties and competitors. NO IMPLIED WARRANTY OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE SHALL APPLY.

Some of the information on which this analysis is based has been provided by
others. Purvin & Gertz has utilized such information without verification unless
specifically noted otherwise. Purvin & Gertz accepts no liability for errors or
Inaccuracies in information provided by others.
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