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Available Generation in Summer 2002 with Anticipated Generation Additions
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California Gasoline Production, Inventory & Wholesale Price
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California Diesel Production, Inventory & Wholesale Price
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Natural Gas Spot Market Prices

Source: Natural Gas Intelligence
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 Peak Electricity Demand in ISO Control Area During the First Full Week of June 2002
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Average Monthly Power Plant Outages
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Energy Highlights for the week ending June 14, 2002





Electricity


The Department of Water Resources (DWR) has selected the 1,100-megawatt San Joaquin Valley Energy Center (SJVEC) as the fourth project that Calpine must complete pursuant to the new terms of the agreement between DWR and Calpine. The agreement gave DWR the option to choose between the SJVEC, Inland Empire (670 MW) and Teayawa (600 MW) as the fourth project; Metcalf Energy Center (600 MW), Otay Mesa Power Plant (510 MW) and East Altamont Energy Center (1,100 MW) are the three firm projects in Contract #2. Calpine has indicated that it may continue to pursue licenses for the Inland Empire and Teayawa projects. To date, the Metcalf Energy Center and the Otay Mesa Power Plant Project are the only projects of those listed above that have been granted licenses by the Energy Commission.





Natural Gas


Average weekly natural gas prices at the Northern and Southern California border entry points have been moving in opposite directions during the past three weeks. While prices at both locations continue to be below the national average, prices at the Northern California border have been decreasing recently, averaging $2.50 per mmBtu last week. This is attributable to lower weather-related demand, the high availability of hydro power imports from the Pacific Northwest and lower natural gas demand north of California owing to the improved hydro conditions in that part of the country. The prices at the Southern California border increased slightly last week, averaging $3 per mmBtu. Factors contributing higher prices in Southern California are higher electricity demand for cooling in both Southern California and the Southwestern United States, pipeline maintenance on the Transwestern pipeline and the inability of Southern California to import electricity from the Pacific Northwest for a short period last week. (Figure 6)


Statewide natural gas inventories reached 87 percent of capacity last week, with Northern California inventories 98 percent full. Inventories in Southern California are at 76 percent capacity despite that fact that some stored gas in that region was used to supplement natural gas supplies the middle of last week. Last year, statewide natural gas inventories were at 56 percent of capacity, and the five-year average is around 63 percent. 





Petroleum


On June 6, 2002, a problem with the electrical relay from the 230-kV transmission line that feeds the Valero refinery in Benicia caused a power outage and a small fire at the refinery. The fire was quickly contained, with no reports of injuries, but Valero's output has been reduced to less than 75 percent of its 135,000-barrel per day capacity. Valero is not expected to have the refinery operating at full capacity until early to mid-July. The Valero refinery produces around two percent of the state's gasoline, but accounts for nearly 20 percent of Northern California's gasoline supply.


Wholesale spot gasoline prices have increased recently as the result of the outage at Valero's Benicia refinery and delays in the availability of gasoline supplies from outside the state. Bay area spot gasoline prices have jumped to $1.05 per gallon from 88 cents per gallon during the past week. Los Angeles area spot prices are averaging three cents less than the Bay Area prices.
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Figure 5  - Estimated Generation Capacity Added from Energy Commission-Approved Power Plants (by July 31 each year)
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Over 100 megawatts of new generation have been added to California's electricity supply this month by a variety of smaller projects (Calpeak's 49-megawatt El Cajon peaker, the 54-megawatt Redding Rerate Project  and the City and County of San Francisco's 2.05-megawatt Digester Gas Project ). By  the month's end, the first unit of Duke's Moss Landing power plant (530 MW), the El Segundo rerate (8 MW), CalPeak's Vaca Dixon peaker (49 MW), and possibly Valero Cogen Phase I (51 MW) will also be on-line.





Natural Gas Spot Market Contract Prices�at California Border Entry Points


Weekly Average� ($/million Btu’s)





�
Northern


California�
Southern


California�
Henry Hub, LA�
�
5/20-5/24, 2002�
$2.50�
$3.00�
$3.18�
�
5/28-5/31, 2002�
$2.64�
$2.98�
$3.28�
�
5/20-5/24, 2002�
$2.68�
$2.96�
$3.35�
�
06/01 Average�
$5.63�
$11.18�
$3.73�
�
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Alaska North Slope (ANS) and California Refined Product Prices�(Weekly Averages)





�
ANS Crude Oil


($/barrel)�
California RFG Gasoline


($/gallon)�
California CARB Diesel


($/gallon)�
�
6/10/2002�
$23.52�
$1.56�
$1.42�
�
6/03/2002�
$23.83�
$1.56�
$1.42�
�
5/27/2002�
$25.75�
$1.55�
$1.42�
�
5/26/2001�
$27.04�
$1.95�
$1.62�
�









Electricity











On Monday, June 10, Calpine plans to announce that the 880-megawatt Delta Energy Center is officially available for commercial operation. The generating facility actually began providing power to the grid around 


mid-May, but spent much of the past month off-line while under going repairs.





The problems experienced last week at Valero's Benicia refinery, while unrelated to the new power plant, will delay the on-line date of the first phase of the Valero Cogeneration project. Valero has indicated that it wants to be certain that the problems with the relay and the refinery are repaired before attempting to bring the new power plant on-line. Valero estimated that the project will now come on-line around the end of June or the beginning of July.








California refineries produced 6.8 million barrels of reformulated gasoline last week, up three percent over the previous week's output, but eight percent below the output a month ago. Gasoline inventories, currently at six million barrels, have decreased one percent from the previous week, but are four percent higher than this time last year.





CARB diesel production decreased to 1.1 million barrels last week, down two percent from the week before. Last year at this time, production of CARB diesel was 1.3 million barrels. Inventories also declined last week to 1.5 million barrels – 13 percent less than the previous week and 19 percent less than a year ago. The decline in both production and inventories are expected to cause wholesale prices to climb in the coming weeks, perhaps to as high as last year's 90 cent per gallon level, from their current price of 78 cents per gallon. This will put pressure on retail prices, which have maintained a stable $1.42 per gallon price since the end of May, to increase around five cents per gallon.
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In May, power plant outages in California averaged 9,827 megawatts of generation capacity per day. Economic consideration  continues to play a large role in the generation outages. When the ISO issued a Generation Restricted Maintenance Operations Notification, which prohibits generators from engaging in non-essential unit repairs, on June 5, 2002, the amplitude of the outages dropped from 9,913 megawatts the previous day to 5,865 megawatts. The  4,048-megawatt difference gives a good indication of the magnitude of economic outages. If these outages are removed from the average generation outages for May, the remaining forced and planned outages are much more similar to those experienced in May 1999 than May 2001.





Gasoline & Diesel





Warm Temperatures and Unexpected Outages Present California With Its First Electricity Challenge of the Summer








June 14, 2002











California's first summer-like heat wave of 2002 occurred during the first week of June. Along with an expected surge in electricity demand caused by the increased use of air conditioners, grid operators were forced to deal with unexpected generation and transmission line outages. Despite the challenges, supplies of electricity were adequate throughout the week, and California had sufficient operating reserves to avoid an emergency declaration. 





Last week, many areas in the state experienced temperatures in excess of 100 degrees for the first time this year. Figure 1 shows that electricity demand in the California Independent System Operator's (ISO) control area peaked at 41,023 MW on Wednesday, June 5, and declined back to near normal levels by Friday (34,408 MW). This system peak demand was around four percent below the Energy Commission-projected load levels for June (assuming a 1-in-10 temperature probability scenario). However, some extraordinary circumstances raised concerns with the state's grid operators that electricity supplies in some parts of the state might be tight.





The first of these concerns was the unexpected unavailability of the 1,073-megawatt Unit 1 of the Diablo Canyon Nuclear Power Plant, which had just completed its scheduled maintenance and refueling period on May 28, 2002. Unit 1 was forced off-line on June 3 because of problems with the feedwater pump. While the problems were rectified promptly, it takes several days for a nuclear generating facility to ramp up to its full operating capacity. Compounding the problem is that fact that the 1,070-megawatt Unit 2 of the San Onofre Nuclear Generating Station is also temporarily out of service for its scheduled maintenance until early July.





Concern about adequacy of electricity supplies prompted the ISO to issue a "Generation Restricted Maintenance Operations Notification" on June 5. This notice restricts generators from engaging in non-essential unit repairs if there is a risk of low reserve margins. Generation outages on June 4 were 9,913 megawatts, but the outages declined to 5,865 megawatts on the day that the ISO posted the restriction. 





ISO was able to import a significant amount of electricity from the Pacific Northwest region. This is the typical period for high water flows on the Columbia and Snake River hydroelectric system, creating a surplus of power that is usually sold to California.  However, brush fires in Southern California forced the DC Intertie, the transmission line linking the Pacific Northwest to Southern California, out of service on Wednesday afternoon through Thursday afternoon. This prevented 3,019 megawatts of electricity from reaching Southern California and also affected the carrying capacity of the Pacific Intertie, which links the Pacific Northwest to Northern California, dropping from the 4,800 megawatts rated capacity to about 3,000 megawatts. 





The reduced ability to import electricity from the Pacific Northwest caused the ISO real-time market to jump temporarily to $91.87 per megawatt-hour - up to the FERC soft price cap.  The price spikes did not significantly affect electricity rates because most of the California supply obligations are met with firm contracts with utility generation facilities.  Meanwhile, the surplus power that was stranded in the Pacific Northwest caused spot market electricity prices in that region to drop to the lowest point since 1997, hovering between $1 - $4 per megawatt-hour.





The ISO was able to secure sufficient electricity supplies to maintain the system, despite the constraints that occurred. The ISO has a number of mitigation measures at its disposal, such as the Restricted Maintenance Operations notice, to handle the type of contingencies that occurred this past week and avoid the need of declaring a Stage One Energy Emergency. The Energy Commission expects sufficient supplies will be available to meet electricity demand, even with high temperatures this summer.











Figure 4 – Energy Commission-Approved Projects 
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Note: Henry Hub often serves as a benchmark for the price of natural gas nationwide. Although California does not import natural gas from Louisiana, Henry Hub prices are included in this chart as a point of reference.
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