Sempra Energy

Inter Outlook Consultation 06/07
Ed Blackmore
Sempra Energy

- WW£€fhpLa.COm
-



2
Q
Q)
©
\
Q
W
2
L
I~
=
QR
e
b
=
e
g}
—
QL
=
D
7

— Winter 5 — Winter 6 — SAP




Why Is Winter6 trading higher

REIIpIa Lnergy than Winter5?

Market undervalued Winter 5 volatility
» Dalily volatility higher than expected
* Risk premium function of volatility
n A‘verage daily volatility Nov/March = 250%!!

= Options market - market pricing 30p
m&w nt in January contract




Sempra Energy  Risk Premium

* Increased Volatility = increased risk
premia

 New assets e.g. storage, pipelines
reduces volatility

\\° UT market sceptical of new
. Infrastructure given gas flows in

IMnnector last year
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~_+ New gas pipelines

SemprakEnergy Risk Factors:

« Weather
* Rough reliability
Gas field decline

Interconnector gas flows 2005
Lack of storage/swing
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