
 

 

  

ENERGY UPDATE 
Published September 2022 

THE MOST UP TO DATE ENERGY INFORMATION 
TO HELP WITH YOUR BUSINESS DECISIONS. 

 
HEADLINES:  
 

✓ Electricity prices remain high through 2022 with 
further increases and significant volatility experienced 
through the summer.   Average floating prices were 
$0.130/kWh for August YTD. 
 

✓ Average floating electricity prices for the month of 
August 2022 were a shocking $0.258/kWh, a record in 
Alberta’s de-regulated electricity market. 

 

✓ Forward electricity prices for all years have been 
increasing through the last four months.  

 

✓ Natural gas prices are increasing and remain volatile.   
Average floating prices were $5.24/GJ for August YTD.  

 

✓ Alberta government rebates for residential and small 
commercial sites commenced July 2022 for electricity 
and may commence in October 2022 for natural gas. 

 

READ ON TO LEARN MORE… 
 



 

 

  

 

 

General Overview 
 

Our May 2022 report did an in-depth 
review of the reasons for the large 
increases in electricity and natural gas 
through 2021 and into early 2022.  
 
This report is going to lead off once again 
with electricity having the most notable 
recent developments, after natural gas has 
been leading the headlines for most of 
2022 so far due to the large increases in 
natural gas prices experienced this year. 
 

Electricity 
 
Current Price Environment:  
 
Floating prices for the month of August 

2022 averaged $0.258/kWh, an all-time 

monthly record by a large margin, since 

electricity de-regulation began in January 

2001.  The previous high monthly average 

floating price was $0.174/kWh in October 

2006. 

 

The main reason for the large increase was 

a result of another extended (and 

unseasonal) heat wave in Alberta that 

began in late July and persisted through 

the entire month  of August.  The resulting 

high electricity demands, a notable lack of 

wind production during many of the peak 

demand hours, high gas prices for many of 

the days in question, and ongoing 

aggressive offer strategies by electricity 

generators, are the reasons for the 

increase in power prices.   Generation 

from solar is becoming increasingly 

noticeable, in general and particularly over 

the last few weeks, although it is not yet a 

significant enough part of the overall 

generation supply to make a material 

difference with respect to lowering costs. 

 

Higher price levels were also experienced 

in June 2022 and July 2022, at $0.129/kWh 

and $0.142/kWh, respectively.  Prices in 

these months still reflected some degree 

of volatility, even though both June and 

most of July were generally closer to 

“average” if not “cooler than average” 

weather conditions.     With the higher 

prices from June to August, YTD floating 

prices are now $0.130/kWh, compared to 

prices of $0.102/kWh for calendar 2021. 

 

Forward prices:   
 
Forward prices have also increased across 
the board since our last update – 2023 by 
$0.02/kWh, 2024 by $0.015/kWh, 2025 by 
$0.014/kWh, and 2026 and 2027 by 
approximately $0.01/kWh.  Much of the 
increase is due a corresponding increase in 
natural gas forwards (as discussed below) 
– natural gas-fired generation now makes 
up the majority of the overall generation 

mix so changes in the price of natural gas 
will have a degree of corresponding 
impact on the price of power generation.    
 
We predicted in our last report that 
forward prices for years 2024 to 2027 
presented good value but they would 
eventually drift upwards. Although we 
were correct with our predicted increase, 
it happened much quicker than expected 
and we did not foresee the significant 
increase in forwards for the balance of 
2022 and 2023 that has also materialized 
as of late.  
 
Increased forward prices for the balance 
of 2022 and into calendar 2023 reflect to 
a degree the significant gas price 
uncertainty for this winter.  It is also our 
opinion  that  the extreme volatility in 
electricity prices experienced this 
summer is influencing forward prices for 
this upcoming winter.   
 
8760 Recommendations:  
 
Our recommendations remain consistent 
to those outlined in  our last report.   We 
continue to suggest that a floating price 
strategy is generally not appropriate for 
most customers, and we continue to 
recommend contracting a fixed price for 
electricity to protect from the extreme 
price volatility and go forward market 
uncertainty. 

COMMENTARY 



  

 

Forward prices are absolutely at high 
levels, compared to prior years and even 
compared to our last report.   Contracting 
for most terms is now generally in the 
$0.08 to $0.11/kWh range depending on 
term, and will be at the higher end of this 
range if the more expensive forward prices 
for years 2022 and 2023  are included.   We 
believe forward prices for years 2026 and 
2027 represent  good value, and years 
2024 and 2025 provide reasonable value, 
relative to forward gas prices that 
correlate with  those years.  
 
There is certainly an argument to be made 
that electricity prices are artificially high 
for 2022 and 2023 at least, with undue 
“fear premiums” built into them.  Prices 
levels are starting to get higher than those 
experienced from a longer-term historical 
perspective.  However, as we have seen 
with the record prices in August 2022, we 
may be entering into an era where a “new 
normal” has arrived and history may no 
longer  be as useful a guide for determining 
what is considered reasonable.  We 
historically have had months within a year 
with high/volatile prices, but conversely 
also months within a year of low/stable 
prices, which when combined created 
somewhat of an offsetting effect when 
looked at across the full year.  In the last 
two years, we have had months of “high” 
prices, but are generally not experiencing 
any offsetting months of “low” prices. 
 
Contracting on a fixed price basis may be 
“more expensive” today, but on balance 
we believe it still does represent a prudent 
“insurance policy” for most customers to 

prevent undue exposure to significant and 
wildly unpredictable floating prices.  The 
lower prices and better value for years 
2024 and subsequent does help “average 
down” the higher priced 2022 and 2023 
years. 
 
An alternative strategy is to not contract 
fixed for the balance of 2022 and all/most 
of 2023, or only partially fix for 2022 and 
2023, and then fully fix for 2024 and 
subsequent years where forward prices 
represent more reasonable value.   If your 
organization can tolerate the risk of 
volatility and resultant lack of cost/budget 
certainty from floating prices, this could 
be a viable strategy. 
 
 

Natural Gas 
 
Current Price Environment:  
 
Floating natural gas prices for 2022 YTD 
are now $5.24/GJ, compared to prices of 
$3.43/GJ for calendar year 2021. Floating 
prices for April 2022, May 2022 and June 
2022 were $6.61/GJ, $7.10/GJ, and 
$6.88/GJ respectively, with prices for all 
three months at levels not seen since 
February 2014.  August 2022 dropped to 
$2.69/GJ due to some short-term pipeline 
constraints, but this is not expected to 
continue. 
 
As noted in our last report, general 
reasons for the increase in natural gas 
prices include increased demand from 
improving economic activity, increasing 
amounts of natural gas fired electricity 

generation, a still recovering supply from 
drilling activity, and strong demand for 
liquefied natural gas (LNG) exports out of 
North America.  The impact of all these 
factors is compounded by the geo-
political shocks arising from the Russian 
invasion of Ukraine in February 2022 and 
the ongoing war since. 
 
Forward Prices: 
Forward prices have also generally 
increased for most years since our last 
report.  Gas forwards are currently in the 
$6 to low $7/GJ range for winter 
2022/2023, which are comparable to 
levels in our last report in May 2022.  The 
significant heat wave across much of 
North America this summer, and resulting 
demand for natural-gas fired generation 
for air-conditioning load, is still creating  
ongoing challenges in building up natural 
gas storage levels leading into the winter.  
This is resulting in continued  high winter 
forward price levels. The bad news is 
winter forward prices remain high, the 
good news is they haven’t gotten 
significantly worse in recent months. 
 

Gas forward prices for 2024 to 2027 are in 

the high $4/low $5 per GJ range, which 

represents an increase of approximately 

$1/GJ for those years since our last 

report.   These increases are more a 

function of ongoing fundamental changes 

in the future gas outlook due to all/many 

of the same factors as mentioned above. 

 



 

 

 

 

 
 
 

8760 Recommendations: 
 

Our recommendations remain consistent 

with those outlined in our last report.   We 

continue to suggest that a fully floating 

price strategy for natural gas is no longer a 

prudent strategy in the near-term for most 

customers.   Conversely, we also suggest a 

fully fixed natural gas price strategy is not 

prudent at this time. 

 

We continue to suggest a blended 

approach using a block product whereby a 

portion of your consumption is at a fixed 

price while the remaining volumes float at 

the market price.  Typical strategies are 

50% fixed and 50% floating, with a more 

conservative strategy being 75% fixed and 

25% floating.  Other variations of this 

strategy, in percentage hedges or timing, 

could be pursued for more complicated 

customers that consume larger volumes of 

gas.  

 

We suggest a more conservative fixed 

percentage for winter 2022/2023, in the 

75% range, to provide maximum insurance 

against undue price volatility this winter.  If 

contracting for longer terms, a 75% fixed 

strategy is appropriate for more 

conservative customers, with a 50% 

strategy prudent if your organization can 

be a less conservative and tolerate some 

variability from the 50% floating portion.   

If your gas is already contracted out to 

2025 or 2026,  there are no material 

drivers at this time to support extending 

gas for further years. 

 

Alberta Government Rebates 
 

Electricity Rebates 

 

All residential and small commercial sites 

(defined as those sites with annual 

consumption less than 250,000 kWh per 

year), will be receiving a $50 per month 

rebate on their utility bill for the six-

month period from July 2022 to 

December 2022. The rebate applies 

whether you are on regulated rates or on 

competitive rates. Eligibility for the rebate 

is measured on an individual site ID basis 

– this means  even if you are a large 

commercial customer with a portfolio of 

sites that have a total aggregated volume 

greater than 250,000 kWh – individual 

sites consuming less than 250,000 kWh 

within that portfolio will receive the 

rebate.  The rebate is disclosed as a 

separate line item on the retailer bill. 

 

Natural Gas Rebates 

 

The natural gas rebate is also intended for 

residential and small commercial 

customers (defined as those with annual 

consumption less than 2,500 GJs) and will 

apply for the period from October 2022 to 

March 2023.  Our understanding is the 

rebate will apply if the natural gas 

benchmark price (defined as the highest 

rate established by one of the regulated 

gas suppliers) exceeds $6.50/GJ.  If the 

benchmark price exceeds $6.50/GJ, then 

our understanding is the rebate will be 

the difference between the benchmark 

price and $6.50/GJ, times the applicable 

customer consumption for the period.  

The rebate will be applied to all 

residential and small commercial sites, 

whether the customer is on regulated 

rates or on competitive rates. 

 

At current forward prices, the rebate 

would not be triggered in October 2022, 

but would be triggered for November 

2022 to February 2023, and would be in 

the range of approximately $1.00/GJ to 

$1.50/GJ.   We understand retailers are 

experiencing some operational/system 

challenges implementing these rebates, 

so there may be some degree of delay 

before any rebates start being credited to 

customer bills. 

 

Further information on the rebates is 

available at: 
Affordability programs | Alberta.ca 
 

Questions?  

Please contact your 8760 account 

executive at 1-888-988-8760 if you 

would like to discuss your specific 

situation.  

 

We are here to help.  

 

8760 IS HERE TO 
HELP YOU MAKE 
MORE INFORMED 
ENERGY DECISIONS 
 

1.888.988.8760 
 

FIND OUT HOW YOU CAN 

SAVE 15-20%  
ON YOUR DELIVERY CHARGES 

WATCH OUR VIDEO HERE 
 
 

 

Pool prices attained from AESO system reports.  
 
Forward prices provided by NE2 Group  
 

https://www.alberta.ca/affordability-programs.aspx
https://youtu.be/u52Uu2sXfh0
https://www.youtube.com/watch?v=u52Uu2sXfh0&feature=youtu.be

