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m [nvestment summary. Friday morning, the Commonwealth of Pennsylvania released its semi-annual natural gas
production for 1H13. At the company level, the release showed further confirmation for our top gas pick, COG ($37.13).
COG had 18 of the top 25 industry producing wells in 1H13 and is set for very strong production growth in 2H13 after a
slower growth in 1TH13. With production growth about to accelerate and 2014 being set up for stronger than consensus
expectations (rig additions), this should allow the stock to move up with or without a move in gas in 2H13 in our view. At
the industry level, key industry points include: (1) 23% production growth in 1H13/2H12 relative to 28% in 2H12/1H12.
(2) Northeast counties comprise the bulk of production, but Green and Washington Counties are exhibited strong
growth, (3) CHK ($25.00) remains the largest producer and further widened the gap in 1H13, and (4) COG continues to
dominate the list of top producing wells.

= Total Production averaged nearly 7.8 bcf/d, up 23% or 1.47 bcf/d from the 2H12 as absolute production growth
re-accelerated. Marcellus production in the Pennsylvania increased to nearly 7.8 bcf/d, a 1.47 bcf/d increase from the
2H12 average of 6.3 bcf/d. This 1.47 bcf/d increase shows a reacceleration of absolute production growth that slowed
in 2H12 adding 1.39 bcf/d of production compared to nearly 1.49 bcf/d added in 1H12 (Exhibit 1). According to EIA
estimates, the broader Marcellus, including West Virginia, is currently producing at approximately 9.3 bcf/d as of June
compared to 8.4 bcf/d in December. Production in 1H13 per EIA estimates averaged 8.8 bcf/d over the first half of the
year, implying that Pennsylvania accounts for nearly 89% of Marcellus production.

m NEPA leads the top producing counties list, but Green and Washington show strong gains. Counties in
northeast Pennsylvania (NEPA) continue to be the largest contributors to production growth with Bradford,
Susquehanna, and Lycoming topping the list. Greene and Washington Counties are the leading producing counties in
southwest Pennsylvania (SWPA) and recently overtook Tioga County despite significant liquids volumes that are
excluded from the dataset. Bradford remains the largest producing county, but Susquehanna continues to narrow the
gap. Of the five largest producing counties, the highest growth rates are coming from Green (+46%) and Lycoming
(+37%) with Tioga experiencing the only decline (-2%), see Exhibit 2.

= Production by operator — CHK remains the largest producer and increased the gap in 1H13. Operated gross
production by CHK averaged 1.68 bcf/d, an increase of nearly 0.3 bcf/d from 2H12. In addition, the gap between CHK
and COG, the second largest producer of dry gas, increased by nearly 40 mmcf/d. Aside from CHK and COG, the next
largest producers include RRC ($77.66), EQT ($83.63), APC ($91.52), TLM ($10.94), and SWN ($36.95), see Exhibit
3. SWM posted the strongest 1H13/2H12 growth rate, exceeding 100% followed by privately held Chief, CVX
($119.88), XCO ($7.54), and EQT all posting significant gains. Largest producers that experienced declines include
privately-held Citrus, TLM, and CNX ($30.75) see Exhibit 4. On an absolute basis, CHK, COG, SWN, and EQT added
the largest gas volumes, adding over 175 mmcf/d of production each.

m The list of top producing wells continues to be dominated by COG. The list of the top 25 largest producing wells in
1H13 continues to be dominated by COG, accounting for 18 of the top 25 wells. The remaining wells were from EQT
(three wells) and Chief (four wells). The well from SWN appears to be an input error.
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Exhibit 1. Total Marcellus Production in Pennsylvania
mmcf/d
8,000
7,000

Production growth reaccelerated

and averaged 7.8 bcf/d in 1H13, 6,000
an increase of 1.47 bcf/d from 5,000
2H12 and up from the 1.39 bcf/d 4,000
increase in 2H12 over 1H12. 3,000
2,000
1,000

0 T T T T

1H11 2H11 1H12 2H12 1H13

Source: Pennsylvania Department of Environmental Protection

Exhibit 2. Largest Producing Counties in the Pennsylvania Marcellus
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Exhibit 3. Largest Operators in the Pennsylvania Marcellus
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Exhibit 4. Production Growth Rate [1H13/2H12] by Operator
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Exhibit 5. Absolute Production Growth [1H13/2H12] by Operator
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Exhibit 6. Well Performance Segmented by County and Days on
Production

mcf/d mO0-25 m26-50 m51-75 m76-100 m101-125 126-150 151-175

14,000

12,000

10,000 i

8,000 1

6,000 —

4,000 I — i
2,000 . — . 1 1 I
0 l—ll—lliﬂ—l H | - —- I | | ;\.—Ll

« o 3 o N
f & & F&F & R
K< © G < & N X & N N &
W > & 9 & R © §S > Q
3 R N ~\ & S [ &
RN & & ©
> ©

Source: Pennsylvania Department of Environmental Protection

Exhibit 7. Well Permits Segmented by County and Days on Production
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COG accounts for 18 of the top
25 largest wells (excluding the
SWN well, which might be a data
error).

Exhibit 8. Top 25 Biggest Producing Wells

Gas Quantity Dayson

Well Permit # mcf Production Operator Name Well County
015-21961 14,114,690 165 SOUTHWESTERN ENERGY PROD CO BRADFORD
115-20861 5,489,841 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20860 4,127,220 181 CABOT OIL & GAS CORP SUSQUEHANNA
059-25961 3,661,033 181 EQT PRODUCTION CO GREENE
059-25960 2,794,754 181 EQT PRODUCTION CO GREENE
015-21369 2,749,964 174 CHIEF OIL & GAS LLC BRADFORD
115-20682 2,620,917 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20949 2,572,242 118 CABOT OIL & GAS CORP SUSQUEHANNA
115-21004 2,534,322 132 CABOT OIL & GAS CORP SUSQUEHANNA
115-20683 2,467,794 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20196 2,454,785 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20482 2,421,120 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20595 2,415,521 181 CHIEF OIL & GAS LLC SUSQUEHANNA
115-20951 2,390,893 118 CABOT OIL & GAS CORP SUSQUEHANNA
115-20937 2,380,296 181 CABOT OIL & GAS CORP SUSQUEHANNA
131-20147 2,343,327 181 CHIEF OIL & GAS LLC WYOMING
115-20856 2,343,118 154 CABOT OIL & GAS CORP SUSQUEHANNA
115-20639 2,324,456 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20762 2,289,123 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-21005 2,272,250 132 CABOT OIL & GAS CORP SUSQUEHANNA
115-20681 2,264,065 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20226 2,244,183 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20183 2,210,430 181 CABOT OIL & GAS CORP SUSQUEHANNA
059-25959 2,196,064 181 EQT PRODUCTION CO GREENE
115-20896 2,162,150 181 CABOT OIL & GAS CORP SUSQUEHANNA
115-20613 2,143,131 180 CHIEF OIL & GAS LLC SUSQUEHANNA
Source: Pennsylvania Department of Environmental Protection
Exhibit 9. Marcellus Rig Count
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Important Disclosures and Certifications

I, Amir Arif, certify that the views expressed in this research report accurately reflect my personal views about the
subject securities or issuers; and |, Amir Arif, certify that no part of my compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this research report. For our European
Conflicts Management Policy go to the research page at www.stifel.com.

Stifel research analysts receive compensation that is based upon (among other factors) Stifel's overall investment banking
revenues.

Our investment rating system is three tiered, defined as follows:

BUY -For U.S. securities we expect the stock to outperform the S&P 500 by more than 10% over the next 12 months. For

Canadian securities we expect the stock to outperform the S&P/TSX Composite Index by more than 10% over the next 12
months. For other non-U.S. securities we expect the stock to outperform the MSCI World Index by more than 10% over the

next 12 months. For yield-sensitive securities, we expect a total return in excess of 12% over the next 12 months for U.S.

securities as compared to the S&P 500, for Canadian securities as compared to the S&P/TSX Composite Index, and for other
non-U.S. securities as compared to the MSCI World Index.

HOLD -For U.S. securities we expect the stock to perform within 10% (plus or minus) of the S&P 500 over the next 12
months. For Canadian securities we expect the stock to perform within 10% (plus or minus) of the S&P/TSX Composite
Index. For other non-U.S. securities we expect the stock to perform within 10% (plus or minus) of the MSCI World Index. A
Hold rating is also used for yield-sensitive securities where we are comfortable with the safety of the dividend, but believe that
upside in the share price is limited.

SELL -For U.S. securities we expect the stock to underperform the S&P 500 by more than 10% over the next 12 months and
believe the stock could decline in value. For Canadian securities we expect the stock to underperform the S&P/TSX
Composite Index by more than 10% over the next 12 months and believe the stock could decline in value. For other non-U.S.
securities we expect the stock to underperform the MSCI World Index by more than 10% over the next 12 months and
believe the stock could decline in value.

Of the securities we rate, 50% are rated Buy, 47% are rated Hold, and 3% are rated Sell.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 16%, 9% and 3% of the
companies whose shares are rated Buy, Hold and Sell, respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price
methodology applicable to the companies mentioned in this publication that are within Stifel's coverage universe. For a
discussion of risks to target price please see our stand-alone company reports and notes for all Buy-rated stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is
not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to
herein. Opinions expressed are subject to change without notice and do not take into account the particular investment
objectives, financial situation or needs of individual investors. Employees of Stifel or its affiliates may, at times, release written
or oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. Past performance
should not and cannot be viewed as an indicator of future performance.

Stifel is a multi-disciplined financial services firm that regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger or
acquisition, or serving as a placement agent in private transactions. Moreover, Stifel and its affiliates and their respective
shareholders, directors, officers and/or employees, may from time to time have long or short positions in such securities or in
options or other derivative instruments based thereon.

These materials have been approved by Stifel Europe Limited, authorized and regulated by the Financial Conduct Authority
(FCA) in the UK, in connection with its distribution to professional clients and eligible counterparties in the European
Economic Area. (Stifel Europe Limited home office: London +44 20 7557 6030.) No investments or services mentioned are
available in the European Economic Area to retail clients or to anyone in Canada other than a Designated Institution. This
investment research report is classified as objective for the purposes of the FCA rules. Please contact a Stifel entity in your
jurisdiction if you require additional information.
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The use of information or data in this research report provided by or derived from Standard & Poor’s Financial Services, LLC
is © 2013, Standard & Poor’s Financial Services, LLC (“S&P”). Reproduction of Compustat data and/or information in any
form is prohibited except with the prior written permission of S&P. Because of the possibility of human or mechanical error by
S&P’s sources, S&P or others, S&P does not guarantee the accuracy, adequacy, completeness or availability of any
information and is not responsible for any errors or omissions or for the results obtained from the use of such information.
S&P GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall S&P be liable for any
indirect, special or consequential damages in connection with subscriber's or others’ use of Compustat data and/or
information. For recipient’s internal use only.

Additional Information Available Upon Request

© 2013 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, MD 21202.
© 2013 Stifel Nicolaus Canada Inc. 79 Wellington Street West, 21st Floor Toronto, ON M5K 1B7.
All rights reserved.
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