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N

atural gas prices should start to ease
during the spring shoulder season but a
strong end of winter demand spike and
reductions at the well-heads could potentially limit the downside opportunity. As we see happen
every year during this time, nat. gas storage withdraws
get smaller and smaller as the weeks go by, but with ending this withdraw season, we are faced with an approx.
balance of 1.28 Tcf in the ground which is well below the
5-year-end-of-winter balance (2013-2017) of 1.70Tcf.
Combine these low storage numbers with a reduction in
gas-directed drilling activity later this year it all may narrow any downside potential. We believe a small dip will
occur as is the season norm but we believe that pricing
will be higher than we’ve seen it in the past few shoulder
seasons.

The chart plots the probability of the NYMEX
natural gas market for Oct 2019 -trading
above/below a given level. There is a 53%
chance the October contract will expire below
$2.942 (Wednesday’s close) and a 47% chance
the market will close above the $2.942. The
market is waiting to assess all of the variables
before leaning one way or the other.
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-Solar-

S

olar is increasingly impacting
wholesale power markets which
has many ISO’s scratching their
heads on finding a solution. With
the surge of rooftop solar in the Residential and Industrial/Commercial space
behind the meter solar (BTM) has created new problems within the utility and
energy markets space. From the utilities
perspective it makes it harder to forecast
demand on any given day, for the energy
markets it can produce significant price
volatility from one hour to the next. The
EIA estimates nationwide BTM solar to
reach 20,000 MW by the end of 2018.
Half that is coming from the residential
side with the commercial/industrial
making up the difference. There is not
an even state wide distribution of solar,
for instance California has more generation than the next four states combined.
Most solar is small enough that there is
no registry with the ISO’s which limits
grid operators visibility and complicates
demand forecasting. Because of the
limited data that ISO’s have to work with,
it can create faulty load forecasts which
leads to major volatility (price spikes,
and negative pricing in the day-ahead
and real time pricing markets). We are
seeing a new load shape curve evolve
from the effects of solar, it’s called the
duck shape curve. As utilities try to
update regulations and compensation
frameworks it will potentially come at
a cost to the end user in the form of
non-energy costs.

How does solar help those “non-solar” folks?
Solar reduces the net load of the system which can avoid needing to fire up
expensive “peaker” units. This can help reduce capacity costs as grid operators need fewer generators to meet the system demand. It can also help
reduce added investments with transmission and distribution systems.
And solar helps reduce stress on the distribution system during outages
and weather events.

Weather

M

arch resulted in the
fourth-coldest start since
1950. Rising heating demand resulted in increased
natural gas and electricity pricing in
most regions. Heating demand is estimated to total 39 Heating Degree Days
above the 30-year norms.
As the polar vortex weather dissipates
in the near term, we should start seeing
a warming trend but with milder temperatures than are seasonal norms. The
outlook for April is leaning bearish.
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California

States

Higher natural gas prices were a major factor behind rising
electricity prices. October 2018’s explosion of the Enbridge
BC pipeline system sharply reduced flows going into CA and
now midwest natural gas is flowing at a premium in the CA
markets. Also noteworthy is the colder than average winter
seen throughout the state that rose demand and in turn raised
natural gas prices.

MISO - Illinois
& Minnesota
Both Illinois & Minnesota advanced bills for 100%
renewable energy as they seek a carbon-free agenda.
Minnesota’s governor wants to be carbon-free by 2050
and Illinois governor is pushing for 100% renewables by
2050.

The CPUC (California Public Utilities Commission) is expanding Direct Access (DA) programs and allowing another 4,000
GWh into the program in June 2019. It’s in the end users best
interests (10-15% reduction in cost) to submit their applications
in the June lottery. Call or email us and we can do it for you for
FREE.

Virginia
The Virginia State Corporation Commission
(SCC) has denied Walmart’s request to leave the
Dominion Energy Virginia (Dominion) and
Appalachian Power Company (APCo) utility
systems in order to supply its Virginia retail
stores with third-party competitive electric
power. The Commission stated that the loss of
such a large-demand customer would result in a
cost shift to the remaining residential and small
commercial utility supply customers, who would
not have the legal ability to switch to competitive supply and therefore bear the burden of
even higher rates. Although Walmart’s request
is compliant with a provision of Virginia law
that authorizes single customers with over five
megawatts of demand to leave the utility for a
third party vendor, this mandate is subject to
the Commission’s discretion. Due to historically
increasing rates that are projected to continue
rising into the future, as well as the impact on
remaining captive utility customers, the SCC has
declined the request.

ISO - Northeast Connecticut

Connecticut utilities and Dominion reached a 10-year
agreement to keep the 2,100 MW Millstone nuclear
plant operating. This plan has kept the plant from being
shut down, as was expected in 2023. With keeping the
plant open it should reduce any Regional Greenhouse
Gas Initiative (RGGI) price spikes, as well as, capacity
price spikes.
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