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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

-

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

4.50

9/27/01

10/11/01

10/25/01

11/8/01

11/22/01

12/6/01

12/20/01

1/3/02

1/17/02

1/31/02

2/14/02

2/28/02

3/14/02

3/28/02

4/11/02

4/25/02

5/9/02

5/23/02

6/6/02

6/20/02

7/4/02

7/18/02

8/1/02

8/15/02

8/29/02

9/12/02

9/26/02

$/MMBtu (million Btu's)

Southern California

Northern California

Henry Hub


[image: image10.wmf]Figure 1

 - Summer Dependable Capacity and Planning Reserve Margins
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Energy Highlights for the week ending October 4, 2002





Electricity


On September 25, 2002, the Energy Commission deemed CalEnergy's Salton Sea Geothermal Project data adequate for the �12-month licensing process. The proposed 185-megawatt facility will be located near Calipatria in Imperial County and is the first geothermal project to enter the Energy Commission's licensing process in 10 years.





Natural Gas


Over the past two weeks, hurricanes Isidore and Lili have caused a significant slowdown in natural gas production in the Gulf of Mexico and have affected natural gas prices nationwide.  The United States Department of Interior, Mineral Management Service, estimates that the two hurricanes, which struck in succession, disrupted over 60 billion cubic feet of natural gas production.  During the week ending September 27, 2002, California border prices ranged from $3.19 to $3.73 per MMBtu, while Henry Hub prices ranged from $3.59 to $4.38 per MMBtu. Last September, natural gas prices averaged $2.39 at the Northern California border and $2.60 at the Southern California border. (Figure 6)


Last week, statewide natural gas storage inventories were 94 percent of capacity, similar to previous weeks. A year ago, inventories were 83 percent of capacity, and the five-year average storage level for this time of year is 84 percent of capacity.  





Petroleum


Statewide retail gasoline prices decreased one cent last week to $1.56 per gallon. Wholesale gasoline prices reversed a recent upward trend and have decreased one cent each of the past two weeks to $1.00 per gallon. Retail gasoline prices are expected to continue to decline over the next two weeks, by as much as three cents per gallon, owing to lower wholesale prices and higher inventories relative to this time last year. Crude oil is currently trading at $30 per barrel. (Figure 7) 


During the week ending September 27, 2002, statewide gasoline production increased four percent to 7.2 million barrels.  Inventories decreased four percent from the previous week to 5.7 million barrels, but last week's inventory level was 9 percent higher than this time last year. The relatively high inventory levels are contributing to the decline in retail gasoline prices.

















Figure 2 –Renewable Energy Projects funded through the Energy Commission's New Renewable Auctions, by Type
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Figure 5  - Potential Energy Savings from the Peak Load Reduction Program
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Note:  To date, 37 New Renewable Resources Account auction winners have come on-line, adding 154 megawatts (derated) of electricity to the grid.








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


Weekly Average� ($/million Btu’s)





�
Northern


California�
Southern


California�
Henry Hub, LA�
�
9/23-9/27, 2002�
$3.27�
$3.34�
$3.71�
�
9/16-9/20, 2002�
$3.42�
$3.48�
$3.70�
�
9/09-9/13, 2002�
$3.03�
$3.11�
$3.30�
�
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)�
�
9/30/2002�
$29.62�
$1.56�
$1.58�
�
9/23/2002�
$28.52�
$1.57�
$1.58�
�
9/16/2002�
$28.63�
$1.58�
$1.62�
�
10/01/2001�
$19.53�
$1.62�
$1.51�
�









Electricity











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








During the week ending September 27, 2002, CARB diesel production increased eight percent to 1.44 million barrels, which was 10 percent above last year's levels. Inventories decreased three percent to 2.0 million barrels; however, diesel inventories remain 11 percent higher than last year.


 


Last week, the statewide average retail price for diesel fuel was $1.58 per gallon, down four cents over the past two weeks. Retail prices are still seven cents above last year's $1.51 per gallon, owing to generally higher demand, when  compared to this time last year. Over the past two weeks, the wholesale price for diesel has decreased five cents to 88 cents per gallon. Diesel demand has decreased because of reduced truck travel stemming from the longshoremen lockout. The lockout should help reduce wholesale rack prices for diesel for the duration of the labor unrest. Wholesale prices are still 10 cents per gallon higher than the average price last September. Historically, wholesale diesel prices drop significantly in the month of October and tend to remain low through the winter because of reduced agricultural demand. The Energy Commission expects this trend to continue. In addition to the longshoreman lockout, last week's eight percent increase in statewide diesel production and relatively flat inventories at 2.0 million barrels should lead to a lower state average price for diesel fuel over the next two weeks.
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Valero has begun transferring power from its 51-megawatt cogeneration unit to its Benicia refinery and plans on completing the transfer around October 7. Valero had originally planned to have its cogeneration unit on-line in Summer 2002, but a fire, unrelated to the power plant, forced Valero to delay completion of the project .








Gasoline & Diesel





California Electricity System Planning Reserve Margins
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Figure 4 – Energy Commission-Approved Projects 




















Since the beginning of the electricity crisis in the fall of 2000, California's electricity supply-demand balance has steadily improved. Demand reductions by electricity consumers, firm power contracts, and new generation sources have helped the state avert any further electricity outages since the last occurrence in May 2001. With 9,781 megawatts of new electricity generation expected to come on-line in California over the next three years, the focus of electricity planners is shifting to the long-term reliability of the state's electricity system. 





The planning reserve is a long-term reliability measure used by electricity system planners to ensure that enough electricity generation will be available to cover possible system fluctuations and unexpected emergencies. The planning reserve margin is the dependable electricity generation capacity in excess of the average peak demand level. Historically, planning reserve margin targets have ranged between 14 to 16 percent of peak demand, assuming average peak demand levels and the attributes of a particular generation system. These target reserves were presumed sufficient to “keep the lights on” in the event of an unexpected heat wave or possibility of a number of generation maintenance problems. Generally, electricity system planners set a reliability standard with an expectation that a loss of load would occur no more frequently that one day in ten years.





Figure 1 provides a summary of the Energy Commission’s anticipated resource balance scenario and resulting planning reserve margin. The chart illustrates the existing dependable electricity generation capacity and expected new electricity generation additions in California through August 1, 2005, less planned power plant retirements. The electricity generation additions include facilities that have long-term contracts with the Department of Water Resources as well as other projects to be completed each year. New power plants scheduled to go on-line in the next three years will bring the California planning reserve margins to 23.2 percent in 2003, 23.5 percent in 2004, and 26.4 percent in 2005. This does not include surplus power that will likely be available for spot market imports. Given the amount of new generation development in other Western states, the Energy Commission expects that there will be surplus spot capacity available to sell to California over the next several years. 





If the planning reserve margin is too low, an increased risk of outages exists. However, a planning reserve margin set too high may dampen the incentives for power plant investment or demand response programs and may cost more than consumers are willing to pay. If the planning reserve margin is accurately set, it can balance system needs and societal costs leading to timely retirement of older, less efficient power plants. An effective assessment of the appropriate planning reserve level requires a rigorous analysis that considers the dynamic nature of the electricity market, diverse interconnection opportunities, facility-outage uncertainties, local transmission constraints, differing load characteristics, load-management options, and how market imperfections affect generation availability.





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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