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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 September 20, 2002





Electricity


After lower than anticipated July conservation for peak demand, August rebounded with savings of 4.5 percent compared to August of 2000. July's lower-than-projected 2.8 percent peak load reduction was, in part, because consumers stayed indoors with their air conditioners on when faced with high temperatures and degraded air quality.


In July and August 2002, California's wholesale electricity costs averaged $44 per megawatt-hour and $43 per megawatt-hour, respectively. The monthly average wholesale electricity costs have remained in the $38-$46 per megawatt-hour range since�October 2001.





Natural Gas


Last week, natural gas prices at the California borders increased as a reflection of generally higher gas prices nationwide. The recent increase in natural gas prices was caused by Tropical Storm Hanna, which constrained 2.1 billion cubic feet per day of national gas supply in the Gulf of Mexico. The United States Department of Interior Mineral Management Service reported that by Monday, September 16, 2002, production had returned to normal levels. Seven significant tropical storms have hit the East Coast and Gulf of Mexico since August 29, 2002, compared to just one storm since the beginning 2002 hurricane season last May. (Figure 6)


Last week, statewide natural gas storage inventories were 92 percent of capacity, similar to previous weeks. Inventories were 83 percent of capacity a year ago, and the five-year average storage level for this time of year is 82 percent of capacity.  


On August 27, 2002, PG&E tied in Phase II of its Line 401 expansion project, which increased PG&E's ability to take gas from the California border by 121 million cubic feet per day (MMcfd). Phase I of the project, which went on-line in June 2002, provided an additional 59 MMcfd of takeaway capacity. 





Petroleum


Statewide retail gasoline prices decreased one cent last week to $1.58 per gallon despite a recent upward trend in wholesale prices which have increased one cent each of the past three weeks to $1.03 per gallon. Retail gasoline prices are expected to continue to decline over the next two weeks, by as much as five cents per gallon, unless wholesale prices increase significantly in that time. Crude oil is currently trading at $28 to $30 per barrel. (Figure 7) 


During the week ending September 13, 2002, statewide gasoline production decreased eight percent to 6.5 million barrels. Inventories decreased less than two percent to 5.8 million barrels, but last week's inventory level was 15 percent higher than this time last year. The relatively high inventory levels are contributing to the decline in retail gasoline prices.

















Figure 2 – New Renewable Energy Projects by Type





California Energy Watch


California Energy Commission





�











Figure 5  - Potential Energy Savings from the Peak Load Reduction Program
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On August 31, 2002, Cannon Power Corporation's Cabazon wind project began commercial operation. The Cabazon wind project consists of 62 wind turbines with a combined nominal output of 40.9 megawatts (12.3 megawatts, derated). Cannon Power Corporation was a successful bidder in the Energy Commission's first New Renewable Auction in 1998.








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


Weekly Average� ($/million Btu’s)





�
Northern


California�
Southern


California�
Henry Hub, LA�
�
9/09-9/13, 2002�
$3.03�
$3.11�
$3.30�
�
9/03-9/06, 2002�
$2.91�
$2.96�
$3.20�
�
8/26-8/30, 2002�
$3.02�
$3. 07�
$3.40�
�
8/19-8/23, 2002�
$2.79�
$2.96�
$3.29�
�
8/12-8/16, 2002�
$2.63�
$2.80�
$3.00�
�
9/01 Average�
$2.39�
$2.60�
$2.34�
�
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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)�
�
9/16/2002�
$28.63�
$1.58�
$1.62�
�
9/09/2002�
$27.71�
$1.59�
$1.62�
�
9/03/2002�
$27.92�
$1.60�
$1.59�
�
8/26/2002�
$29.06�
$1.59�
$1.56�
�
8/19/2002�
$27.51�
$1.58�
$1.51�
�
9/17/2001�
$25.72�
$1.67�
$1.70�
�









Electricity











Figure 3  - Estimated Generation Capacity Added by Energy Commission-Approved Power Plants 








Last week's CARB diesel production remained virtually unchanged from the previous week at 1.36 million barrels. Inventories decreased slightly, down two percent to 2.05 million barrels, but are 24 percent higher than a year ago. 





Over the past two weeks, the statewide average retail price for diesel was $1.62 per gallon. Currently, wholesale diesel prices are down two cents from the previous week to 97cents per gallon, but remain significantly higher than the average wholesale price of 76 cents per gallon in July 2002. The high diesel inventories relative to last year should put downward pressure on diesel prices. Additionally, one of the two cokers damaged in a fire at the British Petroleum's ARCO Carson refinery at end of August is back in service. Currently, spot diesel prices are 87 cents in both the Bay Area and Los Angeles. All of these factors should contribute to lower retail diesel prices over the next two weeks. 





�





The commercial operation date for PG&E Corporation's 1,048-megawatt La Paloma Generating Project has been delayed because of continued complications during testing. Recently, PG&E Corporation had indicated that it planned to have the first unit on-line by September 20, 2002, but PG&E has pushed back the on-line date for the first unit until November. Presently, PG&E Corporation anticipates that all four units will be operational by the end of December 2002.








Gasoline & Diesel





Despite delays and cancellations, power plant additions in the West should be sufficient to 2005
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Figure 4 – Energy Commission-Approved Projects 




















Over the past three years, there has been a virtual "gold rush" in the Western electricity market, with talk of over 30,000 megawatts of proposed projects in California and an additional 75,000 megawatts throughout the rest of the Western Electricity Coordinating Council (WECC). The amount of proposed new generation far exceeded demand growth expectations, so it was only a matter of time until there would be adjustment to more realistic development levels. The overabundance of new power plant proposals, coupled with the recent financial uncertainty in the United States' energy markets, has caused some companies to delay or cancel electricity generation projects in California and throughout the Western states.





California is not the only western state experiencing delays in the development of new electricity generation. A significant percentage of the proposed new electricity generation within the WECC has been cancelled or delayed. In September 2001, there were 64,477 megawatts of electricity generation additions planned in the WECC, excluding California, Canada and Mexico. Of that total, projects totaling 20,710 megawatts, or nearly one-third, have been cancelled or delayed at least one year. (Figure 1)





Despite the delays and cancellations of power plant proposals, since May 2000, 8,942 megawatts of new generation that have come on-line throughout western states. The new additions increase the generation capacity in the WECC above expected peak demand levels. Currently, 13,916 megawatts of new generation capacity is under construction.  This additional capacity will likely be available for spot market trades over the next several years.





Over the past three years, California has experienced a similar swell in the level new electricity generation proposals, only to see that level ebb over the past year. In February 2000, the amount of power plants proposals approved, under review, announced, or planned was 26,500 megawatts. By September 2001, that number increased to 31,010 megawatts of proposed new generation, but by August 2002, there were 27,920 megawatts in the siting queue. Of the 12,675 megawatts of new generation that the Energy Commission has approved since 1997, 4,361 megawatts have been constructed and are now operational. Projects totaling an additional 7,314 megawatts are presently under construction, and projects totaling 10,195 megawatts are under review by the Energy Commission. Since 2000, 242 megawatts of projects that received Energy Commission certification have been cancelled. 





Based on a review of individual projects, the Energy Commission expects that 9,781 megawatts (derated for summer operations) of new generation will come on line by 2005, despite the numerous cancellations and delays of other proposed generation projects. There are 8,873 megawatts (derated) of power-purchase agreements currently in place. This expected additional in-state capacity, combined with the recent generation additions in the Western States, should provide California with an adequate supply of electricity to 2005. Additional projects that would come on-line after 2005 are in the Energy Commission's licensing process. The Energy Commission will continue to monitor the progress of all of these projects.





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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