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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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Energy Highlights for the week ending August 9, 2002





Electricity


AES Huntington Beach Unit 3 began commercial operation on July 30, 2002, bringing the total to 1,439 megawatts of new generation during July 2002. Since the last rolling blackout occurred in May 2001, 4,361 megawatts of new generation have been added to California's electricity generation supply. (Figures 4 & 5)





Natural Gas


During the week ending August 2, 2002, statewide natural gas prices decreased slightly because of moderate temperatures and weakening gas demand by power generators to meet the cooling loads. Reduced natural gas demand throughout the Western United States, especially in the Pacific Northwest, and gas-on-gas competition between Rocky Mountain and Canadian producers continues to put downward pressure on Northern California prices. Natural gas prices at both the Northern and Southern Californian borders averaged less than the national average price last week. As expected, the differential between Northern and Southern California gas prices has also continued to decrease and now is around 35 cents per million Btu's. During the first week of July 2002, the average natural gas price in Southern California was $1.66 more than in Northern California. (Figure 6)


California natural gas storage facilities are presently around 92 percent full. A year ago, storage inventories were about 77 percent of capacity, and the five-year average for this time of the year is around 83 percent of capacity.





Petroleum


Over the past two weeks, statewide retail gasoline prices increased almost two cents to $1.59 per gallon. Prices have remained consistently under $1.61-$1.62 since mid-June. Wholesale gasoline rack prices also increased two cents to 99 cents from 97 cents over the same period. Currently, gasoline spot prices for immediate delivery are averaging 88-90 cents per gallon in both the Bay Area and Los Angeles with active trading taking place. (Figure 7)


Gasoline production increased one-half percent during the week ending August 2, 2002, reaching 7.1 million barrels; however, inventories shrunk by six percent on the week. Over the next two weeks, retail gasoline prices may experience some upward pressure because the falling inventories and flat production levels. Gasoline production was as high as 7.7 million barrels for the first week of July. (Figure 7)




















Figure 3 – Available Generation in Summer 2002 with Anticipated Generation Additions (by the last day of each month)
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Figure 6  - Potential Energy Savings from the Peak Load Reduction Program
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On July 10, 2002, the peak electricity demand, plus required operating reserves, was 56,436 megawatts. Unplanned outages on that day caused the ISO to declare a Stage 2 emergency as the total resources available were not sufficient to meet the operating reserve requirement. The implementation of demand responsive load reductions reduced demand and averted the need for rotating outages or further curtailments.





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


Weekly Average� ($/million Btu’s)





�
Northern


California�
Southern


California�
Henry Hub, LA�
�
7/29-8/02, 2002�
$2.43�
$2.79�
$3.01�
�
7/22-7/26, 2002�
$2.55�
$2.98�
$2.97�
�
7/15-7/19, 2002�
$2.40�
$2.95�
$3.90�
�
8/01 Average�
$3.13�
$3.69�
$3.18�
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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)�
�
8/05/2002�
$25.89�
$1.59�
$1.43�
�
7/29/2002�
$25.62�
$1.58�
$1.42�
�
7/22/2002�
$26.53�
$1.59�
$1.43�
�
8/06/2001�
$23.77�
$1.62�
$1.48�
�









Electricity











Figure 4  - Estimated Generation Capacity Added by Energy Commission-Approved Power Plants 








CARB diesel production was 1.4 million barrels for the week ending August 2, 2002, a decrease of four percent from the previous week and 13 percent below the output of the same time last year.  Inventories also showed significant declines, losing 15 percent on the week to 1.3 million barrels compared to 1.5 million barrels the previous week and 1.9 million barrels last year. This is the first time diesel inventories have dipped below production levels in over 12 months.


 


The state average price for diesel fuel is $1.43 per gallon. Retail diesel prices have remained within a penny of this level since mid-June. Retail prices also remain below last year's $1.48 per gallon level.  Current production and inventory levels may contribute to a small increase in the retail price; however, spot prices continue to average 75 cents per gallon in both the Bay Area and Los Angeles with few trades being performed. The state's average retail diesel price is not expected to increase by more than 2 cents per gallon over the next two weeks.
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On July 29, 2002, CE Obsidian Energy filed an Application for Certification seeking expedited approval from the California Energy Commission to construct and operate a geothermal steam turbine electric generating facility. If approved, CE Obsidian plans to have the nominal 185-megawatt project on-line by October 2004.








Gasoline & Diesel





July Peak Conservation Efforts Fall Below Forecast
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Figure 5 – Energy Commission-Approved Projects 




















Electricity use on July 2002’s peak consumption coincided with the third day of a three-day heat storm. When compared to the base year of 2000, Californians saved 2.8 percent, which is significantly below the savings achieved in June 2002 of 11.2 percent and May 2002 of 6.9 percent. For these three months, however, the megawatt savings remained relatively consistent at 1,219 megawatts in May 2002, 1,138 megawatts in June 2002, and 1,200 megawatts in July 2002. 





Heat storms, which are comprised of 100 degree plus temperatures three days in a row, play havoc with the state’s electricity supply/demand system. Electricity demand increases during heat storms not only as a result of the high temperatures reached during peak hours of 4 p.m. to 7 p.m., but since temperatures do not cool down at night, the thermal mass in homes and buildings retain the heat from the previous day. This build up of heat causes air conditioners to kick on earlier in the day drawing down on available electricity supplies, creating a higher, wider peak electricity consumption period. While statewide heat storms are relatively infrequent and unpredictable during summer months, they add significant strain to power plant and transmission line equipment and raise electricity demand through increased air conditioner use.





For the first six months of this year, the state continued to see conservation savings well above Energy Commission’s 2002 electricity conservation forecasts. However, the recent three day heat storm beginning July 8th and peaking on July 10th dramatically challenged California’s electricity supply system. With record-breaking temperatures soaring throughout the West, the ISO was forced to call two Stage 1 emergencies and one Stage 2 emergency. On July 10, 2002 at the crest of the heat storm, conservation savings declined significantly as the hot temperatures coincided with degraded air quality as people were urged to stay inside with their air conditioners on.  





To avert a Stage 3 emergency, the Energy Commission and ISO called upon emergency demand response efforts. The Commission contacted their demand response program participants to reduce electricity use by an estimated 225 megawatts. The ISO directed the IOU’s to curtail load by exercising their interruptible contracts, which yielded an estimated 1,500 megawatts. DWR spot market power purchases, along with these conservation efforts, were essential in averting a Stage 3 emergency that could trigger rolling blackouts.





While generation from new power plants is a significant part of the solution, rapid response conservation efforts through demand responsive and interruptible programs must be implemented to ensure that the state can weather heat storms that create the highest peak electricity demand conditions. The CPUC, Energy Commission, and CPA are holding a joint OIIR to ensure that increased energy efficiency savings are achieved through effective rates and program design.











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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