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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 December 6, 2002





Electricity


On November 26, 2002, the United States Department of the Interior and the United States Department of Agriculture, Forest Service approved Calpine's 48-megawatt Telephone Flat geothermal project in Siskiyou county; however, legal challenges could potentially delay construction of the project. The project was an Energy Commission New Renewable Resources Account auction winner and is tentatively scheduled to begin operating commercially in the fourth quarter of 2005. (Figure 3)





Natural Gas


During the last week of November 2002, natural gas spot prices at Henry Hub in Louisiana averaged $4.29 per million British thermal units (MMBtu) owing to cold weather in the eastern and mid-western United States. In California, warm temperatures kept average spot market prices at the Southern California border relatively flat at $3.91 per MMBtu; however, average spot prices at the Northern California border increased 13 cents per MMBtu. The price increase in Northern California is likely attributable to higher than expected core demand on the PG&E system that increased spot market demand for natural gas. (Figure 6)


California storage inventories are 235 billion cubic feet (Bcf), about 97 percent of current storage capacity, representing a six percent increase over a year ago when storage inventories were 222 Bcf. The five-year average is 191 Bcf.





Petroleum


During the week ending November 29, 2002, the statewide average retail price for regular unleaded gasoline decreased one cent to $1.56 per gallon. In the past week gasoline spot prices dropped five cents to 72 to 74 cents per gallon, and over the past two weeks, wholesale rack prices decreased 10 cents to 90 cents per gallon. The drop in wholesale spot and rack prices will likely contribute to lower retail gasoline prices in the coming weeks. (Figure 7)


Over the past week, gasoline production and inventories remained steady at 7.1 million barrels and 4.7 million barrels, respectively. In that time, no refinery outages were reported. 








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 October 2002, the wholesale cost for electricity averaged $46 per megawatt-hour, the same as it did in October 2001. 








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


Weekly Average� ($/million Btu’s)





�
Northern
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Southern
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Henry Hub, LA�
�
11/25-11/29, 2002�
$3.95�
$3.91�
$4.29�
�
11/18-11/22, 2002�
$3.82�
$3.90�
$4.25�
�
12/01 Average�
$2.68�
$2.30�
$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)�
�
12/02/2002�
$25.23�
$1.56�
$1.51�
�
11/25/2002�
$25.14�
$1.57�
$1.51�
�
11/18/2002�
$24.01�
$1.59�
$1.52�
�
12/01/2001�
$16.68�
$1.24�
$1.30�
�









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.





During the week ending November 29, 2002, CARB diesel production increased three percent to 1.3 million barrels. Inventories decreased six percent, compared to the previous week, and are 13 percent lower than a year ago at this time. 





Last week, the statewide average retail price for diesel remained the same as the previous week's price of $1.51 gallon; however, prices are around 20 cents higher than a year ago. Over the past two weeks, diesel spot prices have decreased three to four cents per gallon to 78 and 81 cents per gallon in the Bay Area and Los Angeles, respectively. 





�





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





MTBE Phaseout Update





PG&E National Energy Group (NEG) has again revised its estimates regarding the commercial operation dates for the La Paloma Generating Project. PG&E-NEG now estimates that the first two units will begin to operate commercially around the end of December 2002, and the remaining units 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 














Figure 1 – MTBE Phase Out Timeframe (based on Public Announcements)








In March 2002, Governor Gray Davis issued Executive Order D-52-02 extending the deadline for the mandatory removal of the additive methyl tertiary butyl ether (MTBE) from gasoline from December 31, 2002 to December 31, 2003. By extending the deadline a year, the Governor hoped to provide oil companies with enough time to overcome the logistical challenges associated with converting to ethanol and prevent possible price spikes. While oil companies in California have over a year remaining to comply with the new Executive Order, the majority of California’s refiners plan to phase out MTBE by early 2003.





Of the refiners serving California, only ConocoPhillips has successfully eliminated MTBE in all of its branded retail outlets. Most refiners, pipeline operators, and marketers have completed modifications that will allow them to receive and process ethanol. Many companies have secured long-term contracts for ethanol supplies for 2003 and, in some instances, have begun storing ethanol supplies in advance of the actual conversion. British Petroleum, Shell, and ExxonMobil have publicly announced that they intend to discontinue the use of MTBE in early 2003. ChevronTexaco, Tesoro, and Kern Oil have not publicly announced the timing of their phase out of MTBE; however, it may occur in early 2003. Valero has stated that it will adhere to the new December 31, 2003 deadline. (Figure 1)





Currently, California refiners use 120 million gallons of ethanol per year. In 2003, annual ethanol use is expected to increase to 560 to 670 million gallons, as the balance of the California refineries phase out MTBE. By the end of 2004, annual ethanol consumption could increase to nearly one billion gallons. California’s primary source of ethanol is the Midwest where an additional ten ethanol plants, with a combined annual production capacity of 280 million gallons, are under construction. Given the current projections for ethanol demand in California and nationwide, supplies are likely to be adequate through 2003.





Ample ethanol supplies, however, will not preclude the potential for gasoline supply constraints stemming from the transition between additives. Blending gasoline with ethanol requires that some gasoline components, such as butane, be removed to meet emission guidelines, whereas such components are not removed from additive-free gasoline or gasoline blended with MTBE. As a result, blending gasoline with ethanol will reduce refiners' production volumes by one to five percent. Additionally, federal and state laws prohibit commingling ethanol-blended gasoline with the other two blends – MTBE and additive-free – because of the additional gasoline components contained in those blends. This restriction will be of particular concern next year when ethanol-blended gasoline will represent an increasing share of the three different blends of gasoline in California. During 2003, a regional gasoline shortage may be exacerbated by the incompatibility of ethanol-blended gasoline with other blends.





The Energy Commission is working with the California Air Resources Board to develop a process to verify supply problems and permit temporary actions to facilitate continued distribution of fuel supplies, and both agencies will continue to monitor the progress of the MTBE phase out.











Note: The Natural Gas Intelligence weekly average price survey for the week ending November 29, 2002 includes prices for only November 25 and �November 26, 2002 because of the Thanksgiving holiday.
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