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Disclaimer	  
THIS	  PRESENTATION	  HAS	  BEEN	  PREPARED	  FROM	  INFORMATION	  OBTAINED	  FROM	  HADDINGTON	  VENTURES,LLC	  (“HADDINGTON”	  OR	  THE	  

“COMPANY”)	  OR	  ITS	  AFFILIATES	  AND	  CERTAIN	  PUBLICLY	  AVAILABLE	  SOURCES.	  NO	  REPRESENTATION	  OR	  WARRANTY	  IS	  MADE	  AS	  TO	  
THE	  ACCURACY	  OR	  COMPLETENESS	  OF	  SUCH	  INFORMATION.	  THE	  COMPANY	  AND	  ITS	  AFFILIATES	  (I)	  MAKE	  NO	  REPRESENTATIONS	  OR	  
WARRANTIES	  WITH	  RESPECT	  TO	  THE	  INFORMATION	  CONTAINED	  HEREIN	  AND	  (II)	  ASSUMES	  NO	  LIABILITIES	  FOR	  ANY	  INACCURACIES	  
IN,	  OR	  OMISSIONS	  FROM,	  THIS	  PRESENTATION.	  	  

	  THIS	  DOCUMENT	  IS	  NOT,	  AND	  SHALL	  NOT	  BE	  DEEMED	  TO	  BE,	  AN	  OFFER	  TO	  SELL	  INVESTMENTS	  OR	  A	  SOLICITATION	  OF	  AN	  OFFER	  TO	  
PURCHASE	  INVESTMENTS.	  THIS	  DOCUMENT	  IS	  BEING	  FURNISHED	  SOLELY	  FOR	  THE	  CONSIDERATION	  OF	  THE	  	  ELECTRICITY	  ADVISORY	  
COMMITTEE	  FOR	  INFORMATION	  PURPOSES	  AND	  DOES	  NOT	  CONSTITUTE	  AN	  OFFER	  TO	  BUY,	  SELL	  OR	  EXCHANGE	  ANY	  FINANCIAL	  
INSTRUMENTS	  OR	  ANY	  INTERESTS	  IN	  HADDINGTON	  OR	  ITS	  AFFILIATES.	  THIS	  DOCUMENT	  IS	  NOT	  INTENDED	  TO	  PROVIDE	  LEGAL,	  TAX	  
OR	  INVESTMENT	  ADVICE.	  ANY	  REPRESENTATION	  BY	  ANY	  PERSON	  TO	  THE	  CONTRARY	  IS	  INVALID	  AND	  HAS	  NOT	  BEEN	  AUTHORIZED	  
BY	  HADDINGTON.	  	  

SAFE	  HARBOR	  STATEMENT	  UNDER	  THE	  PRIVATE	  SECURITIES	  LITIGATION	  REFORM	  ACT	  OF	  1995	  
THIS	  PRESENTATION	  CONTAINS	  CERTAIN	  "FORWARD-‐LOOKING"	  STATEMENTS	  (AS	  SUCH	  TERM	  IS	  DEFINED	  IN	  THE	  PRIVATE	  SECURITIES	  

LITIGATION	  REFORM	  ACT	  OF	  1995),	  AND	  INFORMATION	  RELATING	  TO	  HADDINGTON	  AND	  ITS	  AFFILIATES	  THAT	  IS	  BASED	  ON	  THE	  
BELIEFS	  OF	  THE	  COMPANY’S	  MANAGEMENT	  AS	  WELL	  AS	  ASSUMPTIONS	  MADE	  BY,	  AND	  INFORMATION	  CURRENTLY	  AVAILABLE	  TO	  
THE	  COMPANY’S	  MANAGEMENT.	  WHEN	  USED	  IN	  THIS	  PRESENTATION,	  THE	  WORDS	  "PLAN",	  "ANTICIPATE",	  "BELIEVE",	  "ESTIMATE",	  
"EXPECT",	  "WILL",	  "PROJECT"	  AND	  "INTEND"	  AND	  WORDS	  OR	  PHRASES	  OF	  SIMILAR	  IMPORT,	  AS	  THEY	  RELATE	  TO	  THE	  COMPANY’S	  
MANAGEMENT,	  ARE	  INTENDED	  TO	  IDENTIFY	  FORWARD-‐LOOKING	  STATEMENTS.	  SUCH	  STATEMENTS	  ARE	  SUBJECT	  TO	  CURRENT	  
RISKS,	  UNCERTAINTIES	  AND	  ASSUMPTIONS	  RELATED	  TO	  THE	  COMPANY	  INCLUDING,	  WITHOUT	  LIMITATION,	  CHANGES	  (ANTICIPATED	  
OR	  UNANTICIPATED)	  IN	  THE	  REGULATORY	  REGIME	  APPLICABLE	  TO	  THE	  BUSINESSES	  IN	  WHICH	  THE	  COMPANY	  OPERATES,	  
COMPETITIVE	  FACTORS,	  GENERAL	  ECONOMIC	  CONDITIONS,	  CUSTOMER	  RELATIONS,	  RELATIONSHIPS	  WITH	  VENDORS	  AND	  SERVICE	  
PROVIDERS,	  CONSTRUCTION	  COSTS,	  VIABILITY	  AND	  CREDITWORTHINESS	  OF	  COUNTERPARTIES	  TO	  CONSTRUCTION	  CONTRACTS,	  THE	  
INTEREST-‐RATE	  ENVIRONMENT,	  GOVERNMENTAL	  REGULATION	  AND	  SUPERVISION,	  SEASONALITY,	  SUPPLY	  AND	  DEMAND	  OF	  
VARIOUS	  COMMODITIES,	  TRANSPORTATION	  AND	  DISTRIBUTION	  NETWORKS,	  TECHNOLOGICAL	  CHANGE,	  CHANGES	  IN	  INDUSTRY	  
PRACTICES,	  ONETIME	  EVENTS	  AND	  OTHER	  FACTORS	  (WHETHER	  OR	  NOT	  DESCRIBED	  HEREIN),	  THE	  ABILITY	  TO	  SECURE	  INVESTOR,	  
LENDER	  AND	  BUSINESS	  RELATIONSHIPS,	  THE	  ABILITY	  TO	  RAISE	  SUFFICIENT	  CAPITAL	  TO	  FINANCE	  THE	  COMPANY,	  AND	  OTHER	  RISKS	  
INHERENT	  IN	  THE	  ENERGY	  INDUSTRY.	  BASED	  UPON	  CHANGING	  CONDITIONS,	  SHOULD	  ANY	  ONE	  OR	  MORE	  OF	  THESE	  RISKS	  OR	  
UNCERTAINTIES	  MATERIALIZE,	  OR	  SHOULD	  ANY	  UNDERLYING	  ASSUMPTIONS	  PROVE	  INCORRECT,	  ACTUAL	  RESULTS	  MAY	  VARY	  
MATERIALLY	  FROM	  THOSE	  DESCRIBED	  HEREIN	  AS	  ANTICIPATED,	  BELIEVED,	  ESTIMATED,	  EXPECTED	  OR	  INTENDED.	  NEITHER	  THE	  
COMPANY	  OR	  ANY	  OF	  ITS	  RESPECTIVE	  AFFILIATES	  INTENDS	  TO	  UPDATE	  THESE	  FORWARD-‐LOOKING	  STATEMENTS.	  
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Firm Overview 
•  Founding partners operating and investing together since 1984 (average of 

20 years) 

•  165+ combined years of energy experience 

•  9 investment professionals and 8 member Industry Advisory Board 

•  Based in Houston, TX 

•  TPC Corporation:  Midstream operating company 
–  Co-founded in 1984, grew to $700MM in revenues, NYSE IPO 
–  $450MM sale to PacifiCorp in 1997 

•  Haddington:  Midstream energy & infrastructure development funds 
–  Over $650MM under management as of 12/31/12 

•  Moss Bluff Gas Storage (TX) 

•  Egan Gas Storage (LA) 

•  Lodi Gas Storage (CA) 

•  Bobcat Gas Storage (LA) 

Strong 
Midstream 

Track Record 

Deep,  
Tenured  

Team 

Hydrocarbon 
Storage 

Expertise 

•  Magnum Energy Storage (UT) 
•  Norton Energy Storage (OH) 
•  Apex CAES (TX) 

Power Storage 
Projects 

•  Magnum NGL Storage (UT) 

•  Zechstein Gas Storage (Germany) 

•  Fairway Oil Storage (TX) 

3	  



WHAT IS MIDSTREAM INFRASTRUCTURE? 

Wellhead Production  
(Oil, Gas, NGL, Contaminants) 

Renewable Energy 
(Wind Power, Solar) 

Gathering 

UPSTREAM MIDSTREAM DOWNSTREAM 

Refineries 

Electric 
Transmission 

Large End User 

Distribution 

Products Pipelines 

Power 
Storage 

Separation 

Dehydration 

Processing 

Treating 

Compression 

Oil & By-Products   

Storage Storage 

 MAJOR PIPELINE Local Distribution 
Company 

UNREGULATED REGULATED 
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Gathering,                          
Processing &                      

Treating                                   
22%

Alternative Fuel                               
Refining                                    

6%

Natural Gas                       
Storage                                  

47%

Power                               
Storage                                    

19%

Other                                       
6%

Investment Type 

Aggregate Haddington Portfolio Composition(1) 

(1) All calculations based on cost of investments, through June 2012 

Investment Source Investment Role 

Internally 
Generated

47%

Professional 
Relationship

40%

Solicited by 
Management 

Team
13%

Buy
16%

Develop
14%

Build
17%

Develop / Build
53%N/A

<1%

Investment Sub Category 

Co-Lead
4%

Lead
95%

Syndicate
1%
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THE	  NATURAL	  GAS	  “ANALOGY”	  

Pre-‐natural-‐gas	  deregulaUon	  (1986)	  and	  FERC	  Order	  636	  (1994)	  very	  li\le	  gas	  storage	  existed	  
and	  most	  of	  it	  controlled	  by	  interstate	  pipelines	  or	  local	  distribuUon	  companies	  (LDC)	  

§  All	  of	  these	  LDC	  storage	  faciliUes	  were	  in	  the	  “rate	  base”	  and	  either	  low	  annual	  cycle	  or	  peaking	  
faciliUes	  (LNG	  storage)	  	  

§  This	  storage	  allowed	  LDCs	  to	  smooth	  seasonal	  demand	  and	  meet	  demand	  spikes,	  as	  the	  LDC	  
controlled	  the	  system,	  someUmes	  back	  to	  the	  resource	  in	  the	  ground.	  

With	  wellhead	  decontrol,	  unbundling	  of	  regulated	  services,	  and	  peakier	  load	  shape,	  different	  
types	  and	  owners	  of	  natural	  gas	  storage	  evolved.	  

§  Transparency	  in	  gas	  volaUlity	  and	  price	  gave	  rise	  to	  increased	  opUon	  value,	  now	  exacerbated	  by	  
“lumpy”	  supply	  from	  LNG	  terminals.	  

§  OpUon	  value	  drove	  “higher	  turn”	  storage	  service	  to	  meet	  the	  increased	  fluctuaUons	  in	  supply	  and	  
demand	  as	  well	  as	  capitalize	  on	  price	  volaUlity.	  

§  Independent	  and	  merchant	  developers	  of	  storage	  idenUfied	  the	  trends	  in	  physical	  and	  financial	  
markets	  and	  provided	  the	  assets	  needed	  to	  keep	  the	  natural	  gas	  system	  flowing	  well.	  

Electricity	  storage	  should	  follow	  a	  similar	  value	  path	  to	  natural	  gas	  storage.	  
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  Like	  natural	  gas	  and	  other	  commodiUes,	  the	  ability	  to	  store	  power	  allows	  the	  commodity	  
owners	  to	  produce	  at	  will,	  store	  the	  commodity	  and	  sell	  the	  commodity	  forward	  for	  a	  higher	  
price	  in	  the	  financial	  market.	  
Ø  “Intrinsic	  Value”	  –	  In	  natural	  gas	  storage,	  inject	  in	  the	  summer	  and	  withdraw	  in	  the	  winter.	  
Ø  “Intrinsic	  Value”	  –	  In	  power	  storage,	  inject	  in	  the	  off-‐peak	  and	  withdraw	  on-‐peak.	  

  Also	  like	  natural	  gas	  and	  other	  commodiUes,	  the	  ability	  to	  store	  power	  enables	  the	  holder	  of	  
that	  storage	  capacity	  to	  profit	  from	  volaUlity	  in	  the	  commodity	  price.	  
Ø  “Extrinsic	  Value”	  –	  In	  gas	  storage,	  a	  rolling	  posiUon	  to	  buy	  or	  sell	  in	  the	  cash	  market	  and	  offset	  that	  

posiUon	  with	  a	  sale	  or	  purchase	  in	  the	  forward	  market	  as	  the	  markets	  move	  around.	  
Ø  “Extrinsic	  Value”	  –	  In	  power	  storage	  includes	  not	  just	  one	  but	  two	  (day	  ahead	  and	  real	  Ume)	  cash	  

markets	  to	  arbitrage	  against	  the	  forward	  market.	  	  	  

  Energy	  Hub	  Value	  
Ø  “Hub	  Services”	  –	  In	  natural	  gas	  storage,	  buy	  or	  sell	  intra-‐month	  deliveries	  with	  offsekng	  physical	  

amounts,	  both	  across	  Ume	  as	  well	  as	  across	  pipelines.	  
Ø  “Hub	  Services”	  –	  In	  power	  storage,	  buy	  or	  sell	  intra-‐day,	  intra-‐week	  and	  intra-‐month	  in	  either	  day-‐

ahead	  or	  real-‐Ume	  and	  offset	  those	  posiUons	  across	  Ume	  and	  possible	  delivery	  markets	  (MISO	  and	  
PJM).	  

ENERGY	  STORAGE	  VALUE	  
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GAS/ELECTRIC	  COROLLARY:	  ANCILLARY	  SERVICES	  

Natural	  Gas	  
§  High	  deliverability,	  high	  

injecUon	  storage	  demand,	  
inventory	  drawdown	  

§  Gas	  parking,	  line	  packing	  

§  Local	  pressure	  regulaUon	  

§  Emergency	  exchange	  and	  
supply	  balancing	  

§  Scheduling,	  system	  control	  
and	  dispatch	  service	  

§  Lost/unaccounted	  for	  gas	  

§  Gas	  quality	  control	  

Electricity	  
§  RegulaUon,	  frequency	  

response	  (load	  
following)	  

§  Energy	  imbalance	  
services	  

	  
§  ReacUve	  power	  

supply,	  voltage	  control	  

§  OperaUng	  reserve	  

§  Scheduling,	  system	  
control	  and	  dispatch	  
service	  

§  Real	  power	  losses	  

§  Frequency	  regulaUon	  
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WHY	  CAES	  IN	  TEXAS?	  
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ERCOT	  secular	  trends	  
Wind	  saturaUon	  

§ Extension	  of	  PTC/ITC	  for	  wind	  developers	  plus	  renewable	  porqolio	  standards	  
supports	  new	  installaUons	  
§ Increased	  intermi\ent	  generaUon	  in	  “island”	  market	  
§ “Price	  taker”	  that	  suppresses	  offpeak	  pricing	  	  

PUCT/ERCOT	  implemenUng	  market	  rules	  intended	  to	  increase	  scarcity	  pricing	  
§ Raised	  energy	  price	  cap	  from	  $3,000/MWh	  to	  $9,000/MWh	  by	  June	  2015	  
§ Added	  price	  floors	  during	  emergency	  condiUons	  when	  Responsive	  or	  Non-‐
spinning	  Reserves	  are	  deployed	  

Robust	  and	  transparent	  ancillary	  services	  market	  
§ 5,200	  MW	  average	  7x24	  demand	  
§ 12-‐year	  track	  record	  

Defined	  rules	  by	  PUCT/ERCOT	  for	  energy	  storage	  
§ Electric	  load	  used	  for	  storage	  is	  treated	  as	  wholesale	  not	  retail	  purchase	  	  
§ Storage	  load	  is	  not	  subject	  to	  retail	  load	  fees	  and	  charges	  

	  
ERCOT	  cyclical	  trends	  

	  Tight	  electric	  supply	  vs.	  demand	  
	  Improving	  natural	  gas	  prices	  

	  
	  



CAES	  IN	  ERCOT	  MARGIN	  MODEL	  

*	  Load	  acUng	  as	  a	  Resource	  program	  provides	  payment	  from	  ERCOT	  for	  the	  right	  to	  interrupt	  in	  cases	  of	  system	  emergency	  
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Buy	  electricity	  for	  compression	  	  
Sell	  interrupUble	  load	  service	  (LaaR*)	  

Sell	  variety	  of	  ERCOT	  products	  
•  Energy	  	  
•  Regula.on	  (Up	  or	  Down)	  

•  Receive	  standby	  premium	  plus	  
deployed	  energy	  margin	  

•  Requires	  5-‐minute	  response	  
•  Grid	  operator	  needs	  round-‐the-‐
clock	  grid	  balancing	  

•  Responsive	  Reserves	  
•  Receive	  standby	  premium	  plus	  
deployed	  energy	  margin	  

•  10-‐minute	  emergency	  response	  
•  Non-‐spinning	  Reserves	  

•  30-‐minute	  emergency	  response	  

Buy	  natural	  gas	  

u

v
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