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Portland General Electric, presentation to Oregon Public Utility Commission
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Winter 2022-23 Gas-Electric Scarcity Pricing Bubble

1. Convergence of multiple factors: weather, 
economic trends, gas delivery and storage 
constraints, reduced electric resource 
margins, rapid changes in the US gas sector 
(especially LNG exports), market "sentiment“

2. Harsh consequences for customers – hundreds of millions of dollars of 
unanticipated costs in gas and electric fuel cost adjustments

3. Not unprecedented – warning signs from previous scarcity pricing episodes, 
including February-March 2019

4. Elevated risk of price surge recurrence

5. The cost of not doing enough fast enough is increasing rapidly
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Gas-Electric Double Bind

1. Most of the time, power markets are price-takers from gas markets.

2. Electric prices are regional, gas prices are continental and increasingly prone to 
global market forces (via LNG exports) and eventual shale gas peak and decline.

3. Gas market transparency is very limited.

4. Scarcity pricing is enhanced by constraints: critical line pressure (gas) and 
reliability requirements (electric), but the gas constraint is “harder.” 

5. Electric power pricing and reliability depends on peaking units that do not have 
firm gas and compete with non-core customers during supply crunches.

6. Longstanding misalignment between gas nomination cycle and electric 
commitment-dispatch creates capital misallocation and arbitrage.
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Search for Solutions: Cooperation and Resource Diversity
Highly disruptive and long-duration scarcity pricing in the gas and electric markets 
is sounding the alarm to move much faster on regulatory cooperation, event 
readiness, and expanding resource diversity among the Pacific and Western states:

• Enhanced customer protections (shutoffs, bill payment assistance)
• Event analysis, situational awareness and readiness, including

advanced met/climate data
• Reforming fuel cost adjustments and hedging programs
• Accelerated gas and electric load management
• Expanding power markets to access load and resource diversity
• Structural changes to the gas-electric interface (gas nominations, 

electric unit commitment/dispatch)
• Expanding gas market transparency
• Price and supply backstops
• Windfall profits recapture
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February 2023
https://nwenergy.org/featured/customer-side-resources-can-reduce-
risks-from-volatile-energy-prices/

March 2019
https://nwenergy.org/featured/double-squeeze-arctic-express-system-constraints-
skyrocket-nw-wholesale-energy-prices/
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