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NEWSLETTER

Winter Storm Uri: But Wait,
There's More
The aftereffects of winter storm Uri will be felt for months, if
not years. The situation in Texas was a perfect storm and the
pieces fell like dominos: demand spiked on cold temperatures
that triggered record demand (over 60% of heat in Texas is
supplied by electricity, not natural gas), regulators failed to
anticipate the spike in demand and implement rolling outages in
time, wind and solar generation went offline as assets froze,
natural gas was unable to fill the resulting shortfall as wells and
pipelines froze, power was mistakenly cut to gas-fired
generating plants, a nuclear plant went offline, remaining
natural gas plants tripped as the frequency dropped, ERCOT
was unable to get power from neighboring systems...the list is
seemingly endless and the result is the same.
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Texas was not alone in experiencing widespread outages. The Southwest Power Pool
(SPP), which includes Kansas, Missouri, Oklahoma, and parts of North Texas, also
experienced intermittent outages caused by the storm. There were similarities to the
situation in ERCOT - record cold temperatures spurring demand, wind generation in
the southern part of SPP failing, natural gas well freeze-offs, and operational issues
taking gas-fired power offline - that contributed to the outages. Like ERCOT, SPP
has also been adding large amounts of wind generation - capacity has increased by
140% since 2015, displacing some thermal generation.
Compare these two regions to both the Midwest Independent System Operator
(MISO) and Pennsylvania/Jersey/Maryland (PJM) in the Northeast, whose system
operators managed to keep from instituting widespread planned (or unplanned)
outages. During this time, PJM had ample reserves and was able to export power to
these areas during peak demand periods to meet the shortfall. In addition, MISO did
not experience the same level of weather-related outages.
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So what should regulators, system operators, and markets consider going forward?
Here are a few thoughts:
Generation Fuel Mix - all sources of power generation have their strengths and
weaknesses and no one category caused the problems this winter. As power demand
increases, we need more generation from multiple sources.
Balancing Sustainability Initiatives with Reliable Power - Most people are in support
of carbon reduction and sustainability initiatives and against power outages. This
means lawmakers, regulators, and others need to balance sustainability and
reliability. As the renewable generation is added to the grid, plans need to be put in
place that ensures adequate power supply for periods when intermittent generation
is offline, whether that is an increase in reserves, a balance between carbon-based,
nuclear, and renewable generation, reliable storage or imports from other systems.
Weatherproofing assets - Look to keep assets running in extreme weather conditions
where feasible, which means taking reliability, the likelihood of outages, and cost
(who will ultimately pay and how much) into account.
So, what is the most important takeaway? Sustainability, reliability, and cost can and must - be factored into the power generation and transmission equation.

Is your company trying to figure out how to
implement sustainability initiatives and keeping
your facilities running while staying within budget?
Give us a call - we can help find and evaluate your
options.
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Crude Oil
For the week ending March 12, the number of oil-directed rigs was decreased
by 1 for a total of 309 active rigs, or 81 less than last year. OPEC+ has agreed
to extend their production cuts into April, which has given support to current
prices. March WTI crude is currently trading at $64.28/bbl.

Natural Gas
After the excitement of winter in mid-February, temperatures moderated and
the March 2021 contract settled at $2.467/MMBtu, $0.29 cents lower than
February. Natural gas prices have traded within a much tighter $0.10-$0.15
range this month, and the April 2021 contract is currently trading at
$2.539/MMBtu.

Production has rebounded since winter storm Uri and is hovering around 92
BCF/day. Likewise, LNG exports have also recovered to its pre-storm levels
and are currently close to 11 BCF/day.
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Natural Gas Storage

Storage for the week ending March 12th is 1,793 BCF, which is 257 BCF lower
than last year and 141 BCF below the five-year average. The withdrawal was
52 BCF, which was lower than expected. This winter season saw the secondhighest weekly withdrawal recorded (337 BCF for the week ending February
19th). Projections for end of winter inventory range from 1.4 to 1.7 TCF.
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Power
Power prices were slightly lower for 2022 in most regions and trending higher
for all regions long-term (2023 and beyond). California and Texas saw the
greatest increases. Given recent events and uncertainty about future outages,
this is not surprising.

In response to California’s request to add more power capacity and mitigate
the risk of outages for the upcoming summer season, the state’s three largest
utilities submitted 18 contracts for an additional 550+ MW of power supply,
over half of which would be imported from neighboring states, for approval.
The Public Utility Commission is also considering increasing its reserve
margin, the amount utilities must have in excess of anticipated customer
demand, by 2.5%. As always, the cost for any additional power will be borne
by the customers, including those customers who participate in the state’s
Direct Access program and do not purchase power from the utilities.
In addition, the state’s fire agency is predicting residents could once again be
impacted by wildfires stemming from drought conditions if conditions do not
improve in the March-April timeframe. An estimated 75% of residents are
currently under drought conditions.
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Power

In Connecticut, the house introduced a bil that would increase renewable
portfolio standards from 4% to 5% for 2022 through 2025. If passed, the
increase could cost customers $0.25/MWh.
New York granted approval to the New York Energy Solution project, a high
speed transmission line that will help move renewable power from Western
New York and Ontario to other parts of the state. Construction on this project
also received the go ahead.
The fallout in Texas continues. State lawmakers are petitioning the Public
Utility Commission (PUC) to reset prices for part of the time the state called a
stage 3 alert, claiming that conditions improved above the threshold for calling
the alert on Thursday, February 18th rather than Friday, February 19th, when
the alert was canceled. With two of the PUC commissioners stepping down, the
legislature may have to act. Regardless of the outcome, prices will be much
higher for this period.

Need help planning for future power needs? We
can help you hedge your power exposure and
balance your sustainability needs. Contact us for
more information.
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Weather

The U.S. experienced its coldest February in over 30 years. An Arctic blast that
hit mid-month had much of the country near-record low temperatures. The
month was also drier than normal, which increased drought conditions

Have you received your February utility invoices yet? Did winter
storm Uri cause a gut punch to your budget? Let us look at your
utility invoices to verify the charges are accurate.
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Weather... Continued
Near-term forecasts are calling for above-normal temperatures for much of the
East and below-normal in the West.

About Us
Sustainability is no longer an option. Companies, cities and states are setting
voluntary and mandatory carbon neutrality and renewable energy targets.
OEM can help you reach your sustainability goals by tracking and analyzing
your emissions data and evaluating utility renewable projects, such as virtual
PPA’s, Community Solar or through the use of carbon offsets and Renewable
Energy Credits (RECs).

At Our Energy Manager, we focus on helping our customers manage their
energy and make informed decisions. We partner with our clients to become an
extension of their organizations, providing our customers with the benefits of
an in-house energy department at a fraction of the cost.
The content of this newsletter is for general information purposes only and should not be relied upon to make any business,
legal or other decisions. All opinions and views expressed are those of Our Energy Manager and may change as more
information becomes available.

