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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 November 15, 2002





Electricity


On November 5, 2002, Calpine's Chief Financial Officer stated that next year Calpine might defer as much as 75 percent of its power plant construction to improve the company's cash assets and reduce debt. Calpine has previously stated that it plans to delay construction indefinitely on its California projects without power purchase agreements until market conditions improve. This latest signal could be an indication that Calpine is also considering delaying projects with contracts. If so, Otay Mesa Power Plant Project, San Joaquin Valley Energy Center and East Altamont Energy Center might be delayed; however, Calpine is likely to maintain its current schedule on the Metcalf Energy Center. All four of these projects are included in the recently renegotiated Department of Water Resources (DWR) power contracts. These contracts require that Calpine provide DWR with 1,000 megawatts of electricity, but do not specify which project must provide those megawatts. Calpine could continue to meet its contractual obligations with power from the Delta Energy Center or Los Medanos until the new projects are built. If Calpine does not meet the construction milestones for any of these projects as set forth in the renegotiated DWR contracts, the state has the right to step in and take over the project. (Figures 4 & 5)





Natural Gas


During the week ending November 8, 2002, moderate temperatures both in California and nationwide decreased heating loads and put downward pressure on natural gas prices. During that time, spot market prices at the Northern California border averaged $3.73 per million British thermal unit (MMBtu) and averaged $3.90 at the Southern California Border. The previous week prices had averaged over $4 per MMBtu. (Figure 6)


California storage inventories are 236 Bcf, about 97 percent of current storage capacity, representing an 11 percent increase over a year ago when storage inventories were 212 Bcf. The five-year average is about 180 Bcf.





Petroleum


During 2002, crude oil prices have increased 33 percent in part because of concern that a war in Iraq would disrupt exports from the Persian Gulf, which is the source of a quarter of the world's oil. On November 11, 2002, the price of crude oil for December delivery increased 16 cents, 0.6 percent, to $25.94 per barrel on the New York Mercantile Exchange. The temporary shutdown of the Alaska crude oil pipeline had no affect on crude runs for California refineries as inventories sustained the temporary shortfall in shipments from the Alaska North Slope region.


During the week ending November 8, 2002, the statewide average retail price for gasoline increased three cents to $1.59 per gallon. Wholesale spot gasoline prices are currently trading at 87 cents per gallon in both the Bay Area and Los Angeles. Over the next two weeks, the statewide average retail price for gasoline will likely increase two to four cents per gallon because of reduced inventories and lower production levels during the past two weeks, combined with higher wholesale gasoline rack prices. (Figure 7)


Last week, refinery inventories of reformulated gasoline decreased eight percent to 4.4 million barrels and are 15 percent lower than this time last year. Gasoline production increased seven percent to 6.5 million barrels. No unexpected refinery outages were reported over the past week, but some refiners are operating at lower throughputs because of scheduled maintenance.








Figure 2 – California ISO Average Monthly Wholesale Electricity Costs
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Figure 5 – Estimated Generation Capacity Added by Energy Commission-Approved Power Plants (Since 1999)
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During September 2002, the wholesale cost for electricity averaged $44 per megawatt-hour, marking the twelfth consecutive month in which wholesale electricity costs averaged less than $50 per megawatt-hour. 








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


Weekly Average� ($/million Btu’s)





�
Northern


California�
Southern


California�
Henry Hub, LA�
�
11/04-11/08, 2002�
$3.73�
$3.90�
$$3.89�
�
10/28-11/01, 2002�
$4.15�
$4.23�
$4.22�
�
10/21-10/25, 2002�
$3.97�
$4.06�
$4.22�
�
10/14-10/18, 2002�
$3.72�
$3.74�
$4.14�
�
10/07-10/11, 2002�
$3.34�
$3.36�
$3.85�
�
11/01 Average�
$3.09�
$2.86�
$2.89�
�
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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)�
�
11/11/2002�
$24.43�
$1.59�
$1.54�
�
11/04/2002�
$25.36�
$1.56�
$1.55�
�
10/28/2002�
$26.31�
$1.52�
$1.55�
�
10/21/2002�
$28.22�
$1.52�
$1.55�
�
10/14/2002�
$28.36�
$1.53�
$1.56�
�
10/29/2001�
$19.26�
$1.47�
$1.45�
�









Electricity











Figure 3 – Renewable Energy Projects Funded Through the Energy Commission's "New Renewable" Account





Note:  The megawatts inside brackets indicate when the project was originally scheduled to begin operation. The megawatts not inside brackets indicate that the Energy Commission is at least 75 percent certain that the project will begin operation in the given year. Only these megawatts are included in the totals.





Last week, CARB diesel production increased 12 percent to 1.4 million barrels.  Inventories increased 14 percent on the week to 1.8 million barrels and are 17 percent higher than last year.





The statewide average retail price for diesel remained steady at $1.54 per gallon, virtually unchanged over the past three weeks. Retail prices are 12 cents higher than last year's price of $1.42 per gallon. Spot diesel prices are currently trading at 80-81 cents per gallon in both the Bay Area and Los Angeles, which represents a two cent per gallon decline over the past two weeks. Over the next two weeks, low spot prices, combined with high inventories, may lead to a one to two cent per gallon drop in the statewide average retail price for diesel.





�





Note:  To date, 37 New Renewable Resources Account auction winners have come on-line, adding 154 megawatts (derated) of electricity to the grid.





Gasoline & Diesel





BARCT-Related Retirements in the South Coast Air Quality Management District





PG&E Corporation now estimates that the first three units of its La Paloma Generating Project will commence commercial operation around the first week of December, and the remaining unit will go on-line January. Each unit has a nominal output of 281 megawatts. The La Paloma Generating Project was originally scheduled to begin operation in December 2001.
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Figure 4 – Energy Commission-Approved Projects Since 1999 




















On May 11, 2001, the South Coast Air Quality Management District (SCAQMD) adopted Rule 2009, requiring all electricity generation facilities within its district be equipped with emission reduction equipment to control oxides of nitrogen (NOx). If not exempt, all equipment must be fitted with Best Available Retrofit Control Technology (BARCT) or cease operating by either January 1, 2003 for steam boilers or January 1, 2004 for combustion turbines. As a result, some power plant operators have indicated that they will shut down to comply with Rule 2009 rather than install the expensive NOx control equipment. Many units to be shut down are older and/or smaller turbines and boilers, and the revenue generated by operating units does not justify the expense of the retrofit.





On January 1, 2003, 865 megawatts (derated for summer operation) of generation capacity in SCAQMD is scheduled to be retired. NRG's El Segundo Power Plant, Units 1 & 2, represent 339 megawatts of that total, and 128 megawatts are from the AES Huntington Beach Unit 5, which has already ceased operations. The remainder of the generation retirements in 2003 will come from small, municipally owned boilers, many of which have operated very little recently, if at all.





The BARCT-related retirements for combustion turbines on January 1, 2004 represents a much smaller amount of capacity, approximately 255 megawatts. The bulk of this capacity will come from the shutdown AES' 133-megawatt Alamitos, Unit 7. The remaining capacity scheduled for retirement is also small, municipally owned units. 





The power plant retirements in SCAQMD are not expected to affect local reliability or statewide electricity supplies adversely. Currently, none of the retiring South Coast units are under Reliability-Must Run contracts or are essential to meet local demand. Additionally, many of the retiring units may eventually be replaced by new power plants. Presently, AES, NRG and the Southern California Public Power Authority, the municipal utility serving the Burbank/Glendale area, all have applications to replace retiring units before the Energy Commission. The LADWP has plans to replace the older units at its Haynes and Valley Generating Stations with new, higher capacity, combined cycle plants at each location, although the capacity increase is unknown at this time.





Several other air quality management districts, such as Bay Area, San Diego, and San Luis Obispo, have adopted similar rules for the emissions control equipment with various deadlines for compliance. It has not been determined how many, if any, facilities may shut down as a means of compliance in those areas, but early indications are that most, if not all, of the capacity will be retrofitted or replaced by new units.





The Energy Commission electricity forecasts, which accounted for these power plant retirements, suggest that electricity supplies will be adequate in 2003 and 2004.
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