[image: image1.jpg]


U.S. DEPARTMENT OF ENERGY

Office of Energy Assurance

ENERGY ASSURANCE DAILY
February 27 2004

Highlights / Major Developments 

High Gasoline Prices Expected in Florida Over Next Few Days                                             For Florida, it couldn't have happened at a worse time. With demand high and inventories low, February is a terrible time for shipments of gasoline not to show up.  "All the gas that's supplied to the state has stopped," said Yoli Buss, AAA Auto Club South's traffic safety director. It's the result of a shipping accident on the Mississippi River that held up traffic for five days.  Some smaller gas stations could run out of gas, but experts say higher prices will be much more widespread than shortages. After a supply boat and a container vessel collided Saturday about 80 miles southeast of New Orleans, heavy shipping traffic was halted while authorities searched for missing crew members. Tampa was hardest hit.  Tampa receives about 17 million tons of gasoline per year, half of which comes from Louisiana. So far, there has been no evidence of any major spike in prices, but that remains a possibility, depending on how fast providers are able to get more gas.  AAA reported that the average price for regular gas in Florida was $1.677, up about 3 cents from a month ago. In the Sarasota area, prices on Thursday ranged from around $1.60 to $1.70. Tom Kloza of OPIS  said help is on the way. About a half-dozen vessels carrying gasoline are expected to arrive in Tampa between today and Tuesday.  "This is catch-up stuff, and it's going to catch up," Kloza said. "Things will be close to normal by the end of next week, but it will be a little bit touch-and-go for three or four or five days, particularly for the unbranded" stations.  Small, independent fueling stations -- those that do not carry big names such as Shell, BP or Mobil -- are the most likely to run out, he said. Clubs such as BJ's Wholesale and Sam's Club could also feel the pinch.  Gas prices were already on the rise, but what would have otherwise been a gradual increase in retail prices could turn into a dramatic spike during the next week as distributors struggle to restock.  "It sort of hit at the worst possible time," Kloza said. Distributors were keeping their inventories low in anticipation of the switch from "winter" to blended "summer" fuel.  http://www.heraldtribune.com/apps/pbcs.dll/article?AID=/20040227/BUSINESS/402270531/1060
Tankers Taking Turns Going In or Out of Mississippi, Petroleum Given Priority  Sixty-nine ships were in line to head upriver and 47 were headed downriver when the channel opened about 1 p.m., said Capt. Ronald Branch, commanding officer of the Coast Guard's Marine Safety Office and captain of the Port of New Orleans. The first ship to cross the accident site was the Maritime Administration vessel Cape Knox, which was headed for the Mideast. The Cape Knox was the only outbound ship allowed to proceed before 20 inbound ships were let through. They were followed by 20 outbound ships, in a pattern that will continue until all the ships cross the channel. The Coast Guard estimates that the first 40 ships -- 20 inbound and 20 outbound -- will have passed the accident site today by 9 a.m. The ships are arranged in line by "priority," meaning that a tanker carrying oil was placed in line ahead of an empty container ship. After the priority ships have passed, the remaining ships will be lined up according to time of arrival, said Michael Lorino, president of the Associated Branch Pilots. The five-day shutdown kept nine oil tankers from reaching their destinations, but representatives of two major refining operations and one industry analyst said the stoppage would have little effect on the state's oil industry. If river traffic had been cut off much longer, refineries may have had to cut production or buy or borrow crude oil from alternate sources, said analyst Wes Ralston, of Howard Weil Labouisse Friedrichs, an energy investment banking firm. But most if not all local refineries likely had ample inventories to keep their operations running at full capacity, he said. "Certainly all of these guys would have to cut runs if this was a long-term issue, or as has happened in the past, like during a hurricane, to borrow from the Strategic Petroleum Reserve," a federally maintained store of oil, Ralston said. But most refineries would have at least a week's worth of crude oil on hand, and possibly much more, despite a trend in recent years toward maintaining leaner inventories to maximize profits.  Still, refineries routinely keep enough inventories for unforeseen shipping delays of a few days, which occur with some regularity even in the absence of accidents or severe weather, Ralston said. One possible exception is Marathon Ashland Petroleum in Garyville, which Reuters news service reported cut capacity at its 115,000-barrel-per-day gasoline unit after the ship collision because of a lack of crude oil feedstock. Reuters attributed the information to an anonymous source, and Marathon officials did not return calls seeking comment. A spokeswoman for Motiva Norco refining said that the shutdown required the use of some alternate methods such as pipelines and trucks to ship gasoline out of the plant, but generally had little effect on operations. A spokeswoman for Exxon Mobil, which owns refineries in Chalmette and Baton Rouge, both of which had incoming tankers trapped in the Gulf, said the refineries would not be affected because the river closing did not represent a "significant delay."  Times-Picayune News February 26, 2004 

Electricity

Southern US Utilities Work to Restore Power After Storm

Electric utilities in the U.S. Southeast were working Friday to restore power to about 65,000 customers in Georgia and the Carolinas left powerless in the wake of a late winter snow and ice storm.  Duke Energy said about 1,300 customers, most near Duke's headquarters in Charlotte, North Carolina, remained in the dark early Friday.  At the height of the storm that dumped as much as 18 inches of snow on parts of North Carolina, about 5,000 Duke customers were without service, spokesman Tim Pettit said.  Southern Co. unit Georgia Power said it restored electricity to 60,000 customers who lost power during heavy winds and the severe storm that swept through the Atlanta area late Wednesday and early Thursday.

http://biz.yahoo.com/rc/040227/utilities_storm_outages_1.html
PG&E boosts power at Calif. Diablo Canyon nuke
PG&E Corp.said on Friday it was boosting power generation at its two Diablo Canyon nuclear power units after a storm forced them to sharply cut generation earlier this week.  Diablo Canyon 1, rated at 1,100 megawatts, will be held at about 85 percent power "for the time being ... because of increased temperatures in the main generating system," the company said in a recorded plant status update.  Unit 2, also 1,100 megawatts, was expected to be back at full power by around midday Friday, the company added.  Generation at the two units was trimmed to 24 percent on Wednesday to avoid the plant's cooling water intakes being clogged by kelp torn loose by big storm waves pounding the central California coast this week. . http://biz.yahoo.com/rc/040227/utilities_pg_e_diablo_1.html
Catawba 1 Nuke will return to Service Saturday

In generation news Friday, Duke Energy Co. unit Duke Power said its 1,129 megawatt Catawba 1 nuclear unit in South Carolina would return to service on Saturday after the unit was manually shut Feb. 22 when a feedwater isolation valve failed

Reuters 12:17 February 27, 2004
Oconee 3 Nuke Shut Down Following Turbine Trip, Company Says          

Duke Energy Corps. 846 MW Oconee 3 nuclear unit in Seneca, South Carolina is shutdown and is undergoing unplanned maintenance, according to the company that owns the plant.  A turbine trip caused the reactor to shut down yesterday.                                   

Bloomberg news 0:939 February 27, 2004

Ameren Gets Missouri’s Approval to Join Midwest Operator

Ameren Corp., owner of Missouri’s largest utility, has won approval to turn over coordination of electricity flows on its transmission network to a regional power-grid operator.  Ameren’s MerenUE unit will be allowed to join the Midwest Independent Transmission System Operator network.                                 Bloomberg News 14:10 February 27, 2004                                                                                
Petroleum

Tesoro Starts Golden Eagle Refinery   
Tesoro this afternoon has announced that it has successfully restarted all units after last week's power failure that caused some production interruptions.  The company announced that it has brought back all units with the exception of a hydrogen unit, which earlier this week Tesoro said it would take down and perform maintenance on it now instead of in the fourth quarter when it was originally planned. The hydrogen unit maintenance did not come as a result of the power failure Tesoro said. Tesoro said that it expects the hydrogen unit to restart by the end of next week.                                                                    OPIS Price Watch Alert, 16:19 February 27, 2004
Valero Restarting California Refinery FCC - Trade

Valero Energy Corp. is restarting a 54,000 barrel per day (bpd) fluidic catalytic cracking unit at its 140,000 bpd Wilmington, California, refinery, trading sources said on Thursday.  A spokeswoman for Valero said information on the unit's status was not immediately available.  The cat cracker was shut on Jan. 14 as part of 33-day planned overhaul of units at the Los Angeles-area refinery. On Feb. 18, Valero announced the FCC overhaul would continue for a week to correct what the company said was "a lubrication issue in some brand new equipment."                                                                                                                                                              http://biz.yahoo.com/rc/040226/energy_valero_wilmington_1.html
NYMEX Gasoline at 6-Month High, Crude Oil at 5-Week High
The high prices for both oil and gasoline were due to speculation that gasoline inventories will be insufficient to meet demand during the high demand summer driving season.                                       Bloomberg News, 15:31 and 16:03 February 27, 2004                                             . http://biz.yahoo.com/rb/040227/markets_oil_2.html
Natural Gas 

EnCana Plans 1.3 Bcf/d Colorado Pipeline 
EnCana Corp. on Thursday unveiled a new 1.3 Bcf/d Rocky Mountain pipeline proposal, called Entrega Gas Pipeline Inc., that is expected to begin the regulatory process with a letter to the Federal Energy Regulatory Commission in the next few weeks. The proposed pipeline would bring gas from the Piceance Basin in northwestern Colorado to the Cheyenne gas trading hub in northeastern Colorado. Natural Gas Intelligence February 27, 2004

Other News

New England to File New ICAP Power Plan with FERC
New England's grid operator said Friday it has devised a plan to reward generators for building new power plants in areas experiencing transmission constraints.  ISO New England said it will file plans to launch what it calls a locational installed capacity (ICAP) market with the U.S. Federal Energy Regulatory Commission on Monday. A locational ICAP market, already in place in neighboring New York, pays generators in heavily constrained areas more money for their power plants than those with plants in areas without transmission bottlenecks.                                                                                                                  Reuters 115:32 February 27, 2004

New Coal-fired Power Plants Threaten Merchants -S&P
Utilities are building coal-fired power plants despite a glut of U.S. electricity generation, threatening any recovery in the merchant energy sector, according to a Standard & Poors' report issued this week.           Reuters 15:14 February 27, 2004

NRC Makes New Davis-Besse Demands
NRC placed new demands on FirstEnergy Nuclear Operating Co. (Fenoc) for restarting Davis-Besse.  In a letter to Fenoc today, NRC spelled out two conditions that are to be contained in a forthcoming order. First, Fenoc must conduct a mid-cycle visual inspection in the first cycle after restarting to insure there is no boric acid leakage. Davis-Besse has been shut for two years after severe boric acid corrosion was found in its reactor head. Second, Fenoc must "contract with independent outside organizations to conduct comprehensive assessments" of the plant's operations, safety culture, and other issues. The assessments are to be conducted by year's end and "annually thereafter for 5 years," NRC said. An agency official told Platts that it was up to Fenoc to propose the assessment, but NRC staff is of the view that "independent" means the assessment will be conducted by entities outside the company. In its letter, NRC said Fenoc's acceptance of the conditions is necessary for restart approval but the "letter does not imply that permission from the NRC to restart will be forthcoming." The NRC official said Fenoc had accepted the conditions.                                                                     http://www.platts.com/Nuclear/News/NRC%20makes%20new%20Davis-Besse%20demands.xml?S=n
Iraq Opens Second Gulf Port to Boost Oil Exports

Iraq opened its second Gulf oil port on Friday, clearing the way for it to boost crude exports by up to 20 percent and generate more funds for post-war reconstruction. The port could allow Iraqi exports to rise back to two million barrels per day (bpd), levels last seen before the U.S.-led invasion last spring.  An Iraqi shipping official told Reuters that the Khor al-Amaya terminal was now open and the first crude tanker had already arrived there for loading. The port will complement the nearby Basra oil terminal, currently Iraq's only export outlet. The head of state oil firm SOMO, Shamkhi Faraj said earlier this week the port was ready to open and would be able to export 300,000 to 400,000 bpd. Only two of the terminal's four berths have been re-commissioned, officials say.  Post-war exports have been restricted to the Basra port in  southern Iraq because the 800,000 bpd pipeline to Turkey from the northern Kirkuk field remains closed on security fears.  That pipeline was tested over the weekend, shipping several million barrels of Kirkuk to the Mediterranean port of Ceyhan for the first time since last summer. But it remains unclear when the line will resume operations on a sustained basis.  The Basra terminal exported about 1.6 million bpd in January but this month's exports are set to be about 1.4 million bpd due to weather related delays.  Several lifters have said security concerns and high insurance costs may make it difficult to immediately ramp up Khor al-Amaya exports to the hoped-for 400,000 bpd.

http://biz.yahoo.com/rm/040227/energy_iraq_khor_2.html
Nothing to report.

Energy Prices 

	
	Latest (2/27/04)
	Week Ago
	Year Ago



	CRUDE OIL

West Texas Intermediate US

$/Barrel
	36.08
	35.80
	36.83

	NATURAL GAS 

Henry Hub

$/Million Btu
	  5.27
	  5.19
	  8.42


Source: Reuters

This Week in Petroleum from the Energy Information Administration (EIA)
http://tonto.eia.doe.gov/oog/info/twip/twip.asp
Updated on Wednesdays 

Weekly Petroleum Status Report from EIA
http://www.eia.doe.gov/oil_gas/petroleum/data_publications/weekly_petroleum_status_report/wpsr.html
Updated after 1:00pm (Eastern time) on Wednesdays 

Natural Gas Weekly Update from EIA 
http://tonto.eia.doe.gov/oog/info/ngw/ngupdate.asp
Updated after 2:00 pm (Eastern time) on Thursdays    

