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Topic      Time (PTZ)       Staff 

 
Feedback from prior TAC       10:30  All 
 
Natural Gas Market Overview                10:40  Tom Pardee 
 
Natural Gas Price Forecast     11:20  Michael Brutocao 
 
Avoided Cost Methodology     11:30  Tom Pardee 
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2025 Gas IRP – TAC 7

Tom Pardee

Natural Gas Market Overview



Wood Mackenzie does not warrant or represent that the Information is
appropriate or sufficient for your purposes and has not taken into account
the purposes for which you are preparing the Document or using the
Information and you acknowledge and agree that if you use or rely upon
the Information for any purpose then you shall do so entirely at your own
risk;
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Natural Gas Market Price Forecast

Michael Brutocao, Natural Gas Supply Analyst

Technical Advisory Committee Meeting No. 7

August 21, 2024
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Expected Case EIA/AEO Consultant 1 Consultant 2 Nymex

Henry Hub Expected Case Price Forecast

• Levelized Price: $4.95

• Data Sources
– NYMEX forward market prices on 

August 5, 2024

– Annual Energy Outlook 2023

– Consultants 1 & 2 monthly price 

forecast

• Methodology
– Average price of forecasts

– Decreasing blend of NYMEX

2
Annual Energy Outlook 2023 – Natural Gas Spot Price at Henry Hub

NYMEX Other

2026 100% 0%

2027 75% 25%

2028 50% 50%

2029 25% 75%

2030 - 2045 0% 100%

https://www.eia.gov/outlooks/aeo/data/browser/#/?id=13-AEO2023&region=0-0&cases=ref2023&start=2021&end=2050&f=A&linechart=ref2023-d020623a.60-13-AEO2023&ctype=linechart&sourcekey=0
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Standard Deviation of Errors
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Percentile: 25% Input Mean Percentile: 95%
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Henry Hub Stochastic Price Forecast

• Stochastic Inputs
– Expected Case Forecast

• Data Source: See previous slide

– Autocorrelation (94.31%)
• Data Source: Historical monthly prices at Henry Hub

– Standard Deviation of Errors
• Data Source: Historical daily NYMEX forward market prices

• Data Source: Historical monthly prices at Henry Hub

Historical Monthly prices at Henry Hub

• Methodology
– Start from Expected Case Forecast

– Perform adjustment for Autocorrelation to prior month

– Randomly draw from prices with lognormally distributed standard deviation of errors

https://www.eia.gov/dnav/ng/hist/rngwhhdm.htm
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Henry Hub Stochastic Price Forecast - Levelized

4
Data Source: Consultant 2 percent basis price differential to Henry Hub forecast
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Henry Hub AECO Sumas Malin Stanfield

All Basins Expected Case Price Forecast

5
Data Source: Consultant 2 percent basis price differential to Henry Hub forecast

Levelized Prices

Henry Hub $4.95

AECO $3.67

Sumas $4.30

Malin $4.38

Stanfield $4.21
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Avoided Cost Methodology

2025 Gas IRP – TAC 7
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EE Rules guidance - Idaho

• Include commodity, Interstate transport costs and current policy and 
distribution component, if measurable to avoid, in the avoided cost 
calculation

• The distribution component calculation once determined must be presented to the 
Commission for approval and included in the IRP DSM avoided cost calculation. 
(CASE NO. INT.G.22-03)
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EE Rules guidance - Oregon

OAR 860-030-0007
Gas Utility Avoided Costs

• (1) Investor-owned gas utilities shall file a proposed avoided-cost method and draft avoided costs with their 
integrated resource plans pursuant to Order No. 89-507. The avoided-cost method filed should be appropriate 
for determining the cost effectiveness of weatherization measures from the gas utility’s perspective.

• (2) A gas utility may propose, or the Commission may require a gas utility to file the data described in OAR 860-
030-0007 (Gas Utility Avoided Costs)(1) during the two-year period between filing integrated plans pursuant to 
Order No. 89-507 to reflect significant changes in circumstances, such as acquisition of a major block of 
resources. Such a revision will become effective 90 days after filing.

• (3) At least every two years, the gas utility must file with the Commission the data described in section (1) of this 
rule.

• Current Elements in UM 1893 from the companies most recently acknowledged IRP

• Global Inputs (Discount rate, inflation rate, NWPCC 10% adder, system peak coincident day/hour factor)

• Commodity & Transport (Gas commodity and transportation/storage costs)

• Environmental Compliance (environmental compliance cost)

• Infrastructure Capacity (forecast of distribution system capital costs)

• Risk Reduction (a value for commodity risk)

• End Use Profiles (end use profile by source and customer class)

https://oregon.public.law/rules/oar_860-030-0007
https://oregon.public.law/rules/oar_860-030-0007
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EE Rules guidance - Washington

RCW 80.28.380: Gas companies—Conservation targets. (wa.gov)

Gas companies—Conservation targets.
(1) Each gas company must identify and acquire all conservation measures that are available and cost-effective. Each company must establish an 

acquisition target every two years and must demonstrate that the target will result in the acquisition of all resources identified as available and cost-effective. 
The cost-effectiveness analysis required by this section must include the costs of greenhouse gas emissions established in RCW 80.28.395. The targets must be 
based on a conservation potential assessment prepared by an independent third party and approved by the commission. Conservation targets must be 
approved by order by the commission. The initial conservation target must take effect by 2022.

(2) The commission may require a large combination utility as defined in RCW 80.86.010 to incorporate the requirements of this section into an 
integrated system plan established under RCW 80.86.020.

[ 2024 c 351 s 17; 2019 c 285 s 11.]

NOTES:

Findings—Intent—Effective date—2024 c 351: See notes following RCW 80.86.010.

Findings—2019 c 285: "(1) The legislature finds and declares that:

(a) Renewable natural gas provides benefits to natural gas utility customers and to the public; and

(b) The development of renewable natural gas resources should be encouraged to support a smooth transition to a low carbon energy economy in 
Washington.

(2) It is the policy of the state to provide clear and reliable guidelines for gas companies that opt to supply renewable natural gas resources to serve 
their customers and that ensure robust ratepayer protections." [ 2019 c 285 s 12.]

https://app.leg.wa.gov/RCW/default.aspx?cite=80.28.380
http://app.leg.wa.gov/RCW/default.aspx?cite=80.28.395
http://app.leg.wa.gov/RCW/default.aspx?cite=80.86.010
http://app.leg.wa.gov/RCW/default.aspx?cite=80.86.020
https://lawfilesext.leg.wa.gov/biennium/2023-24/Pdf/Bills/Session%20Laws/House/1589-S.SL.pdf?cite=2024%20c%20351%20s%2017
https://lawfilesext.leg.wa.gov/biennium/2019-20/Pdf/Bills/Session%20Laws/House/1257-S3.SL.pdf?cite=2019%20c%20285%20s%2011
http://app.leg.wa.gov/RCW/default.aspx?cite=80.86.010
https://lawfilesext.leg.wa.gov/biennium/2019-20/Pdf/Bills/Session%20Laws/House/1257-S3.SL.pdf?cite=2019%20c%20285%20s%2012
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Standard Cost Effectiveness Tests

Measures the cost to all 
involved

Societal in nature

Adjusting incentive does 
not impact TRC

Total 
Resource 

Cost
Considers the impact to 
the utility

Determines if programs 
are deferring capital 
investments

We can adjust incentive 
to impact UCT*

Utility 
Cost Test

*Adjusting incentives too much in pursuit of UCT may reduce participant enthusiasm
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Cost Effectiveness Items 

Benefits Costs
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Idaho - Avoided Costs Input
(Res, Com, Ind)

Commodity

Natural Gas

Hydrogen

Methanation

RNG

Interstate Pipeline 
Contracts***

Variable Costs

Fuel Costs

Reservation costs

Local Distribution

If capital costs 
are forecast

Valued at peak 
hour

*Interstate Pipelines include GTN, NWP, NIT, Foothills, West Coast

**Storage costs from JP are excluded. Facility will need to be maintained (reliability, safety, operability) regardless of use.

***Local Distribution is excluded from interruptible customers of any class
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Oregon and Washington - Avoided Costs Input
(Res, Com, Ind)

Commodity

Natural Gas

Hydrogen

Methanation

RNG

Interstate 
Pipeline 

Contracts*

Variable Costs

Fuel Costs

Reservation 
costs

Local 
Distribution***

If capital 
costs are 
forecast

Valued at 
peak hour

Carbon Adder

Include 
Upstream 
Emissions

CPP (OR)

SCC @ 
2.5% (WA)

NWPCC 10%

NEI

*Interstate Pipelines include GTN, NWP, NIT, Foothills, West Coast

**Storage costs from JP are excluded. Facility will need to be maintained (reliability, safety, operability) regardless of use.

***Local Distribution is excluded from interruptible customers of any class
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Oregon and Washington - Avoided Costs Input
(Transport**)

Commodity

Natural Gas

Hydrogen

Methanation

RNG

Interstate 
Pipeline 

Contracts*

Variable Costs

Fuel Costs

Reservation 
costs

Local 
Distribution****

If capital 
costs are 
forecast

Valued at 
peak hour

Carbon Adder

Include 
Upstream 
Emissions

CPP (OR)

SCC @ 
2.5% (WA)

NWPCC 10%

NEI

. 

*Interstate Pipelines include GTN, NWP, NIT, Foothills, West Coast (Avista contract costs as estimate)

**Only transport suppliers included in Avista’s CCA and CPP obligations

***Storage costs from JP are excluded. Facility will need to be maintained (reliability, safety, operability) regardless of use

****Local Distribution is excluded from interruptible customers of any class
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Avoided Cost (example only)

Commodity, $3.00 

Interstate PL, $0.50 

NWPCC 10%, $0.49 

Distribution, $0.30 
NEI, $0.10 

Carbon Adder, 
$1.00 

 $-

 $1.00

 $2.00

 $3.00

 $4.00

 $5.00

 $6.00

Avoided Cost

$
 p

e
r 

D
th

Total Avoided Cost:  $5.39
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