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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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California Refiners Converting to Ethanol Prior to December 31, 2003
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California ISO Average Monthly Wholesale Electricity Costs
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Energy Highlights for the week ending June 28, 2002





Electricity


The 530-megawatt Unit 1 at Duke's Moss Landing Power Plant has completed testing and will begin commercial operation on July 1, 2002. The same is true of the 91-megawatt GWF Henrietta Peaker, which completed construction a full month ahead of schedule. The second 530-megawatt unit at Moss Landing is still in testing and is schedule to begin commercial operation around the middle of July. By Monday, California will have added over 1,700 megawatts of new electricity generating capacity since the beginning of 2002. (Figures 3, 4 & 5)


Approximately 460,000 San Bernardino residents were without power for a short period on June 26, 2002, when a fire along Interstate 15 in the Cajon Pass forced the outage of three 500 kV transmission lines. The California ISO was able to bring in power from other areas, and the majority of the affected Southern California Edison customers had their power restored within an hour. The three power lines, Lugo Serrano, Lugo-Mira 1 and Lugo-Mira 2, were put back into service the following day. 





Natural Gas


The average price of natural gas in California increased slightly during the past two weeks, except for prices at the Northern California border that have actually decreased two cents to $2.48 per million Btu (mmBtu). Prices at the Southern California have increased to $3.09 per mmBtu from $3 per mmBtu. Natural gas prices for Southern California have remained well above those for Northern California because of hot temperatures in Southern California and the Desert Southwest, less available hydroelectric generation in Southern California than in Northern California and competition from the Southeastern United States for gas produced in Texas. Northern California also has greater access to less expensive Canadian natural gas than Southern California. Prices in both Northern and Southern California have remained below the national average and the average prices experienced in each region a year ago. (Figure 6)


Statewide storage inventories remain high, averaging around 90 percent of capacity. Northern California storage inventories are more robust, reaching near capacity last week, versus 79 percent of capacity in Southern California.





Petroleum


Last week, California refiners produced 6.7 million barrels of reformulated gasoline, down three percent from the previous week's output. Inventories dropped 11 percent, to 5.4 million barrels, mostly owing to the reduced capacity at the Valero refinery in Benicia. Valero does not anticipate that its refinery will be back to full capacity until mid-July following the power outage and fire at the refinery on


June 6, 2002.  Despite the recent decline, inventories remain 13 percent above last year's levels.


Retail gasoline prices increased six cents per gallon over the past two weeks, averaging $1.62 per gallon last week. Prices are expected to continue to increase three to four cents per gallon over the next two weeks. A year ago, retail gasoline prices averaged $1.90 per gallon in California. Currently, spot prices, which reached as high as $1.05 per gallon immediately following the outage at the Valero refinery, have stabilized and are back to the mid to high 80 cent range. (Figure 7)























California Energy Watch


California Energy Commission





�











Figure 5  - Estimated Generation Capacity Added from Energy Commission-Approved Power Plants (by July 31 each year)
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Over 150 megawatts of new generation were added to California's electricity supply in June by a variety of small projects (CalPeak's 49-megawatt El Cajon and Vaca Dixon peakers, the 54-megawatt Redding Rerate Project and the City and County of San Francisco's 2.05-megawatt Digester Gas Project ). 





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


Weekly Average� ($/million Btu’s)





�
Northern


California�
Southern


California�
Henry Hub, LA�
�
6/17-6/21, 2002�
$2.48�
$3.09�
$3.25�
�
6/10-6/14, 2002�
$2.46�
$2.94�
$3.11�
�
6/03-6/07, 2002�
$2.50�
$3.00�
$3.18�
�
6/01 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)�
�
6/24/2002�
$24.37�
$1.62�
$1.44�
�
6/17/2002�
$23.57�
$1.60�
$1.43�
�
6/10/2002�
$23.52�
$1.56�
$1.42�
�
6/25/2001�
$25.22�
$1.90�
$1.63�
�









Electricity











Valero plans to bring the first phase of its 51-megawatt cogeneration project on-line around the first week in August. The project has been delayed by the 


June 6, 2002 fire at Valero's Benicia refinery.





AES began testing Unit 3 of its Huntington Beach power plant earlier this month, but testing was suspended on June 20 because of a tube leak. The problem is not considered major, and the down time has allowed AES to install additional sound insulation to address noise complaints. Testing is scheduled to resume on July 8 and the target on-line date is July 20, 2002.








Last week, CARB diesel production reversed its recent downward trend and increased to


1.3 million barrels, a gain of nine percent from the previous week. Production at this time last year was 1.1 million barrels. Inventories also showed improvement, gaining four percent to 1.6 million barrels compared to 1.5 million barrels last week. Inventories remain below last year's 1.7 million-barrel mark. ��The statewide average price for diesel fuel is $1.44 per gallon, up two cents over the past two weeks. Diesel spot prices are down slightly to 73 cents per gallon compared to 78 cents two weeks ago. Retail prices remain well below last year's $1.63 per gallon level. Following reformulated gasoline's trend, retail diesel prices will increase a modest two to three cents per gallon over the next two weeks before showing the first signs of retreating back into the low $1.40's for the late July time period.








�





The California ISO's wholesale price for electricity averaged $40 per megawatt hour in May 2002, the eighth consecutive month in which prices have averaged less than $50 per megawatt hour. Last May, wholesale electricity prices averaged $172 per megawatt hour. 





Gasoline & Diesel





Early Phase Out of MTBE Could Cause Higher Gasoline Prices in California








June 28, 2002











Several California refineries plan to phase out the use of MTBE as an additive in reformulated gasoline in favor of ethanol well before the state mandated deadline of December 31, 2003. Although each company may be in a position to change blending components, the early and partial transition to a new blend of gasoline could lead to tight gasoline supplies in California and higher prices for consumers.





Last year, Phillips Petroleum, which markets gasoline under the "76" brand, began using an ethanol additive for the majority of its gasoline sales and will complete the phase out of MTBE within the next two weeks. British Petroleum/ARCO (BP) and Shell Oil Company have each announced plans to discontinue the use of MTBE by the end of 2002. ChevronTexaco is also considering phasing out the use of MTBE a year in advance of Governor Davis' new deadline. While ChevronTexaco has not announced this intention publicly, preparations are underway for the refiner to switch from MTBE to ethanol around the beginning of 2003. These four companies account for approximately 66 percent of the state's reformulated gasoline production. (Figure 1)





Ultimately, the switch from MTBE to ethanol is expected to reduce California's refinery gasoline production capability by 5 to 10 percent; however, how this early switch will affect production capacity is difficult to determine. The anticipated gap in supply can be filled by imported gasoline and blending components, but the costs will be higher than those paid today. Logistical concerns remain regarding three issues: are supplies of ethanol adequate? are there sufficient means of transportation? does California have the infrastructure to accommodate the increased volumes and diversity of blending components? 





There are further concerns about the early conversion to ethanol by such a large portion of the state's gasoline supply. Gasoline blended with either MTBE or ethanol may be mixed in an automobile fuel tank, but the two blends of gasoline may not be combined in large quantities, such as storage tanks. In the event that an unplanned and prolonged refinery disruption were to occur, these two commercially incompatible blends of gasoline in California could make it difficult to shift gasoline supplies throughout the state. This potential problem may periodically cause tight gasoline supplies and price spikes for California's motorists.





In the coming weeks, Energy Commission staff is going to meet with representatives from the companies planning to convert to ethanol ahead of schedule and will clarify issues regarding the timing and possible effects on California's gasoline supplies.











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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