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The roller coaster ride continues. After months of climbing
higher and higher, energy prices have reversed course and
are now falling - a little. Why? One word: weather. October
2021 was one of the warmest on record. This followed a
warm September, which led to increased gas storage
injections and reduced weather-related electricity demand all of which helped lower prices.
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Will prices continue to fall? Don’t bank on it. Fundamentally, nothing has
changed - LNG demand remains strong, production is still not keeping up
with demand, fossil fuel generation is still slated to retire and a host of new
clean energy regulations are putting upward pressure on prices. This
makes it a good time to look at your energy requirements and consider
locking in some prices. In a rising market, like the one we’re experiencing,
we still see periods of falling prices and these market “dips” present
opportunities to add to your portfolio at more favorable prices.

Crude Oil
Production continues to rise. For the week ending November 19th, oildirected rigs increased by 7 to 461, up 230 over last year. Privately
owned/backed firms are driving much of this production growth. These
independent producers are not held to the same ESG standards as the
major oil and gas companies, which makes it easier for them to invest in
production.
In response to rising inflation, the White House announced that it will
release 50 million barrels of crude oil from the strategic petroleum reserve.
While energy prices are a major component of inflation, releasing more oil
does not automatically reduce gasoline prices. The market is not
responding as hoped and the January 2022 contract is currently trading at
$78.45/Bbl.
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Natural Gas
The November 2021 contract settled at $6.202/MMBtu on continued
concerns of inadequate supply this winter. To date, the expected cold
start to the winter has failed to materialize, which has put downward
pressure on prices. The December contract is currently trading at
$5.09/MMBtu, over $1.00 lower than November. Fundamentally,
there is still more room for prices to rise, as LNG exports remain
strong, driven by high prices in Europe and Asia.

If you’ve been sitting on the sidelines, it’s time to take
another look at locking in gas prices. Need some
assistance? Give us a call and we can work with you to
develop a strategy for your business.
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On the production front, the number of gas-directed rigs in the U.S.
last week remained unchanged at 102, or 26 higher than this time
last year. Production levels reached 94 BCF/day before retreating
slightly.

Natural Gas Storage
Storage for the week ending September 8th is at 3,644 BCF, which is
310 BCF lower than last year and 81 BCF below the five-year
average. Last week’s injection of 26 BCF was above expectations.
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Energy News by State
In California, the CPUC approved the plan to increase storage
capacity at the Aliso Canyon facility by 7 BCF to a total of 41 BCF, a
22% increase over current levels. While this is a step in the right
direction, the Aliso Canyon withdrawal protocols are still in place,
which means that SoCalGas can only withdraw gas to maintain
reliability under extreme conditions. This restriction, along with the
reduced supply forecasts resulting from the El Paso outage, will
continue to put upward pressure on prices. How high (or not) will
depend on the weather. Currently, warmer-than-normal temperatures
are keeping demand low, which is helping keep prices in check.
In Northern California, the Diablo Canyon 2 nuclear power plant
came back online, which helped meet demand in the northern part of
the state. In Southern California, the Redondo Beach generating
station received a two-year extension and will now run until
December 2023. These events, along with moderate temperatures
and additional natural gas storage, have helped balance supply and
demand in the state short term. Long-term, it will take more to
balance the market - and mitigate prices.
In Indiana, NISPCO, the utility that serves Northern Indiana, has
filed for a 14% overall increase to its natural gas rates. If approved,
the new rates will take effect in July 2022.
Michigan introduced a bill to expand retail electric competition in the
state. Under the proposed legislation, companies would be able to
purchase third-party power, as long as the term was at least three
years and backed by at least 80% in state capacity. If passed, the
law would apply to new and expanded facilities as well as companies
that have at least 2 MW of peak demand.

NOVEMBER 2021

In Missouri, efforts are underway to promote deregulation. MOERA,
a grassroots movement that is gaining momentum, is working to
introduce legislation to open up the state to retail electric
competition. Contact us for more information.
New York’s Department of Environmental Conservation (DEC)
denied air permits to two gas-fired power plant replacement projects
totaling 972 MW, stating they were not needed for reliability under
the state’s new climate law. The projects had proposed using
hydrogen or renewable natural gas.
In Texas, more changes are being implemented in an effort to shore
up the grid and avoid widespread outages seen last winter. The
Commission approved winterization standards for power plants in the
state set out by recent legislation. ERCOT will now be able to fine
generation asset owners $1 million per day for each violation of the
standards. ERCOT is also making it easier to dispatch reserve
resources when needed.

Power
Prices for 2022-2026 fell 2% across all regions. 2022 saw the
greatest decreases of 5-6%, while later years saw small, if any,
declines. The greatest driver of future power prices is currently
natural gas prices.
In the Midwest, coal supply concerns have entered the picture. Coal
stocks are at two-thirds of last year’s levels, and producers have sold
inventory through 2022, which will put additional upward pressure on
power prices.
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Weather
October was one of the warmest on record, and November started
out with above-normal temperatures for much of the country.
For the rest of winter, the forecasts call for a La Nina pattern to hold.
Under these conditions, the Northern half of the country will see the
coldest temperatures, with the southern half seeing only brief periods
of cold. And while the Northwest may see relief to the drought, dry
conditions are forecasted for the Southwest.
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About Us

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.

