Winter Heating Outlook 2023



Notice

In iIssuing and making this publication available, AGA is not undertaking to render
professional or other services for or on behalf of any person or entity. Nor is AGA
undertaking to ﬁ_erform any duty owed by any person or entity to someone else.
Anyone using this document should rely on his or her own independent judgment
or, as appropriate, seek the advice of a competent professional in determining the
exercise of reasonable care in any given circumstances. The statements in this
publication are for general information and represent an unaudited compilation of
statistical information that could contain coding or processing errors. AGA makes
no warranties, express or implied, nor representations about the accuracy of the
Information in the publication or its appropriateness for any given purpose or
situation. This publication shall not be construed as including, advice, guidance, or
recommendations to take, or not to take, any actions or decisions re%ardmg any
maitter, including without limitation relating to investments or the Eurc ase or sale of
any securities, shares or other assets of any kind. Should you take any such action
or decision; you do so at your own risk. Information on the topics covered by this
publication may be available from other sources, which the user may wish to
consult for additional views or information not covered by this publication.
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State of Play

Natural Gas Records Lower Prices

Record high production, demand, Return to historical natural gas
exports, and numbers of consumers pricing trends

Planning & preparation Lower Bills Expected

Natural gas inventories are Price drops offsetting colder winter
above the five-year average expectations
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Steady production growth amid record high

and variable demand

Natural Gas Supply and Demand, Daily, U.S. Lower-48
(Bcf per day)
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Record high natural gas production

Natural Gas Production, U.S. Lower-48
1160 (Bcf per Day)
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Dry production growth outpacing demand

Natural Gas Supply, U.S. Lower-48, Change Year to Date 2022 to 2023 Source: S&P
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Total demand growth driven by use In

electric power and LNG exports

Natural Gas Demand, U.S. Lower-48, Change Year to Date 2022 to 2023
(Bcf per day) Source: S&P
Global
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Natural Gas Prices have Fallen

Natural Gas Prices Daily Prompt-Month Futures, Henry Hub

($/MMBtu)
Daily Price Range
12 2010-2020
— 2022
m— 2023
10
8
6
4
October 17: $3.08
2
0

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

)

Source: Energy Information Administration

Analysis & Chart: American Gas Association AGA

American Gas Association




U.S. natural gas prices remain low and stable relative to

the rest of the world.

Natural Gas Prices, Global
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Retall gas prices are expected to drop through 2024

Residential Natural Gas Prices
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Healthy natural gas storage volumes are trending higher

U.S. Working Gas in Underground Storage Compared with the
Five-Year Minimum and Maximum

(BI”IOH cubic feet) Current Working Inventories: 3,700 BCF

Change from the 5-Year Avg: 5.2%
Change from Last Year: 9.2%
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Every region Is entering winter with above-average

storage inventories

East region weekly working gas in underground

Midwest region weekly working gas in
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Increased use of Natural Gas for power generation and for

peak requirements

Total Monthly Natural Gas Demand for Power Generation
Billion Cubic Feet per Month
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U.S. electricity generation from natural gas was highest on record

this past winter. EIA expects this winter to be even higher.

U.S. winter electricity generation from natural gas (Nov-Mar, 1997-2023)
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Higher coal stocks this winter may help avoid constraints

on gas-to-coal switching

Days of burn by non-lignite coal rank, January 2010 - August 2023
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Short-term LNG export volumes to grow slightly relative

to last winter.

U.S. Natural Gas LNG Exports
(Bcf per day)

ElA Forecast
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Longer-term U.S. LNG potential is significant

North America liquefied natural gas export capacity by P
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Pipeline capacity expansion will resume this year,

mostly with Gulf Coast additions

North American Natural Gas Pipeline Expansions by End Region

(Bcf per day)
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Structural tightness in the market has eased,

production continues to ramp up.

Source:
Short-Term

Natural Gas Balances (Bcf per Day) Forecast
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Energy
Dry Gas Production 84.3 92.9 92.4 94.6 99.6 103.7 105.1 Outlook
Energy
LNG Net Exports 2.8 4.9 6.4 9.7 10.5 11.6 13.1 Information
Pipeline Net Exports -0.8 0.4 1.1 0.8 0.1 1.3 %8 Administration
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Why do Utilities Plan for Winter Heating Season?

*Anticipate demand

« Mitigate physical flow and market fluctuations
« Extreme day-to-day demand and consumption fluctuations due to weather

 Diversify sources of gas
« Balances consumption with domestic and international suppliers

« Deliver low-cost and reliable natural gas to customers
* On the coldest day, week and month of the season

Sources: AGA 2018-2019 Winter Heating Season Report, AGA 2020-2021 Winter Heating Season Sources

)

VAN C7AN

American Gas Association



https://www.aga.org/research/reports/ldc-supply-portfolio-management-during-the-2018-2019-winter-heating-season/
https://www.aga.org/research-policy/resource-library/ldc-supply-portfolio-management-during-the-2020-21-winter-heating-season/

Big Picture

« 2021 — 2022 LDC participants

* Total utility respondents: 49

» Gross utility WHS reported volume - Dth: 82,368,961

 Total WHS utility customers: 29,966,953




Consumption represents load swing for LDCs

Daily Residential & Commerical Consumption(Bcf)
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Pipeline storage utilized most for peak day supplies

Source of Peak Day Gas Supplies
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LDCs focus on source diversity

Sources that Represent 1-25% of Peak Day Supplies
2021-2022 Peak Day
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First-of-the-month futures lead as preferred purchasing method

Gas Supply Pricing Mechanisms Gas Supply Pricing Mechanisms
2021-2022 Winter Heating Season 2021-2022 Winter Heating Season
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Summary

« Based on individual utility-specific conditions, utilities plan for reliable natural gas
deliveries on a daily, weekly, monthly, and seasonal basis by matching supply
resources to forecasted demand and preparing for “design day” conditions (or a
historic peak day load).

« Companies tend to deliver their supply strategy in increments that often amount to
less than 50 percent of their total supply package.

« Supply planners use a portfolio approach to pricing gas supplies, mirroring their
approach to supply sources, providers, and transportation options.
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How Much of the Final Bill Accounts for the Cost of Gas?

Cost to Purchase Distribution. AdMinistrative & Local, State &
Natural Gas, 36% General, Federal Taxes, Net Intf)erest,
32.8% 070 11.4% 9.3% - 5.2%
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Expectations for 2023-2024 Winter Weather

NOAA Forecast

November-January
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Issued: October 19, 2023

I
{

Above Near

-3 ea
Normal

Normal

Above

‘Above

B 50-60%
= Equal
. Equal " Likely ) T G070% o\ 0 s
Chances W Above § HEE 7080%
‘\ X I 80-90%
Aania L, I 00-100%

Source: National Weather Service Climate Prediction Center

Seasonal Temperature Outlook

Probability
(Percent Chance)

Leaning / [ 33-40% []33-40% [7] 33-40%
I 40-50% [ 40-50% [ 40-50%

NOAA Forecast
January-March

Seasonal Temperature Outlook &

Valid: Jan-Feb-Mar 2024
Issued: October 19, 2023

\
% Equal
w 9) \ s Probability Chances
K. N (Percent Chance) ~ ¢/
Below e ~-) Above Near Below y
Normal - -~ Normal Normal Normal - -
Leaning Leaning s [ 33-40% []33-40% [7] 33-40% \_ Leaning
Below Above I 40-50% [ 40-50% [I] 40-50% Below
50-60% B 50-60% B 50-60%
709 . Equal .70
W o70% | g . Equal B Liey /) EEcoox e EEcoTo% | o
I 70-80% Below Chances Above \ HEM 7os0% — [N 70-80% > Bejow
B s0-90% «\_ B s0-90% N s0-90%
N 90-100% g L I 50-100% W 90-100%

)

VAN C7AN

American Gas Association




Temperatures are a key variable that will drive

consumption

« NOAA's forecast is expected to be close to normal in terms of total heating degree days.
« EI Nino will have a large role in estimating space heating demand.

» Gas customer weighted HDD are typically 12% higher than the population average.

National Heating Degree Data from Past Winters
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Main Heating Fuel by Household

Fuel Oil Other
Propane 4% 2%

5%
40% of Electric Natural
Space Heating Gas
23%

Households Use
a Heat Pump
85% of Gas Space
~ Heating Households Use
a Warm-Air Furnace

Electricity
36%

Total households: 124 Million
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People who have access to natural gas use it!

Homes with Natural Gas Homes without Natural Gas

Electric Heat
Pump

Electric Heat Other
31%

Pump 5%
8%

Other
a0% 34 Million Homes Do
Not Have Access to

Natural Gas

Electric
Resistance
17%

Electric Resistance
29%

Natural Gas
70%

90 Million Homes Have Access to Natural Gas
76 Million Homes Have At least One Natural Gas Appliance (84%)
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ElIA's Winter Outlook Shows Natural Gas Bills Down 21%

Average Space Heating Expenditures 2394

Winter Heating Bill (November— March) EIAEst ~ Year-over-year change
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Other Fuels Share Higher Costs and Sensitivity to Weather

Residential energy expenditures
nominal dollars
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Consumers can save between 34% and 72% with natural gas

compared to popular electric alternatives.

2023 - 2024 Winter Heating Cost by Furnace Type
Winter Heating Bill (November through March)
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Source: AGA Model Based on 2018 and 2019 Winter Heating Data, Fuel Costs Based on EIA Winter Fuels Outlook Oct 11, 2023 AGA
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Potential Emissions Impact from this Winter Heating Season

2023 - 2024 Winter Heating Emissions by Furnace Type
(Metric Tons CO,e)

10

Northeast Midwest South West National Average
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m 80% Gas Furnace ®Energy Star Gas Furnace mEnergy Star Heat Pump m Cold Climate Heat Pump m Electrical Resistance

An Energy Star gas household could have a carbon footprint that is 27% lower this winter compared to a
standard Energy Star-rated heat pump; 60% lower emissions compared to an electrical resistance furnace.

Source: AGA Model Based on 2018 and 2019 Winter Heating Data;

Emission Factors Based on 2021 EPA eGrid Sub-Regional Data and GTI EPAT Full Fuel Cycle Calculations
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Energy assistance programs are available to help

consumers In heed

Natural gas utilities offer and participate in several energy assistance programs
 LIHEAP, State, and Local Funds — Energy cost assistance for low-income households

 Budget Billing — Customers spread costs equally across 12 months, effectively prepaying a portion
of heating season bills during the cooling season

 Weatherization Assistance — Provides qualifying customers with weatherization assistance to ensure
a household is winter-ready

« Payment plans — Customers may spread high bills over several months

* Voluntary Non-terminations — Certain utilities do not terminate customers during the heating season
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New Resource

https://neuac.org/
https.//neuac.org/state-resource-directory/



https://neuac.org/
https://neuac.org/

Final Thoughts

Today’s market is very different from last year
Seeing lower and stable pricing in U.S.

Natural gas utilities plan and prepare to meet their winter heating season
obligations to consumers.

Natural gas bills are expected to decline this winter, even under colder
conditions.

Energy assistance programs are available to help consumers in need
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Questions
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AGA naturalgas
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The American Gas Association, founded in 1918,
represents more than 200 local energy companies
that deliver clean natural gas throughout the United
States. There are more than 76 million residential,
commercial and industrial natural gas customers in
the U.S., of which 95 percent — more than 72
million customers — receive their gas from AGA
members. Today, natural gas meets more than 30
percent of the United States' energy needs.

www.aga.org
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