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Highlights / Major Developments 

OPEC To Reduce Oil Output
OPEC Wednesday forged ahead with tighter oil supply curbs from April, deaf to consumer country complaints about crude prices close to 13-year highs.  The Organization of the Petroleum Exporting Countries agreed to turn down the taps despite calls from the United States for cheaper fuel.  The Bush administration, in an election year, had pressed OPEC to lift export restrictions to help control U.S. pump prices and prevent energy inflation slowing economic growth.  Cartel powerhouse Saudi Arabia led the push for implementing cuts of one million barrels a day or four percent from April 1, as first agreed in Algiers in February.  OPEC had to balance concerns that high prices could choke off economic growth with its own fears that swelling inventories and a seasonal lull in springtime demand could reduce cause prices to plunge.  Kuwait and the United Arab Emirates proposed postponing the cut, but Saudi Arabian Oil Minister Ali Naimi and the majority of ministers prevailed in their effort to press ahead and reduce the ceiling to 23.5 million barrels per day.

http://biz.yahoo.com/rb/040331/energy_opec_13.html
http://biz.yahoo.com/ap/040331/opec_meeting_64.html
Reuters, March 31, 2004

Gasoline Rises to 18-Year High After Fire at Texas BP Refinery
Gasoline in New York rose to its highest price in at least 18 years after an explosion at BP Plc's Texas City refinery, the third biggest in the U.S., added to concern about shortages of the fuel ahead of the third quarter when demand peaks.  BP said an explosion caused a fire in a gasoline unit at its 470,000 barrel-a-day refinery, about 30 miles south of Houston. BP is not saying what unit was involved in the incident, in which there were no injuries or fatalities, but OPIS has learned that the unit is a 65,000 b/d ultraformer, a naphtha processing unit that produces gasoline and some other products.  The fire follows a March 25 alert from the Federal Bureau of Investigation that Texas refineries may be attacked by terrorists.  The fire at BP's Texas refinery increased concern about U.S. gasoline shortages before the peak demand season in the third quarter. Inventories have declined in eight of the past nine weeks, according to the U.S. Department of Energy. U.S. motor-fuel demand peaks during the summer when automobile traffic increases.

OPIS Alert, March 31, 2004

Bloomberg, 1329 March 31, 2004
Electricity

PJM CEO Says Grid is Still Vulnerable to 'Voltage Collapse' 

While acknowledging that US and Canadian utilities have taken a number of significant actions to prevent a reoccurrence of the Aug 14, 2003, blackout, PJM President and CEO Philip Harris Tuesday said the grid is still vulnerable to "voltage collapse," an event that occurs when an electric system does not have adequate reactive support to maintain voltage stability. "Voltage collapse is still the biggest single threat" to the transmission system, Harris said in remarks to Electric Power 2004 conference in Baltimore, Maryland. "It's what keeps me awake at night." Voltage collapse was blamed for helping to allow the blackout to spread beyond Ohio to other parts of the Midwest, Northeast and southern Ontario. http://www.platts.com/Electric%20Power/News/7542389.xml?S=n
Update - Constellation's Md. nuke back at full power
Constellation Energy Group Inc. said Wednesday its 850 megawatt Calvert Cliffs 1 nuclear unit in Maryland was back at full power.  Constellation reduced power as a conservative measure after a fire sprinkler sprayed water near a feed pump, a company spokeswoman told Reuters.  The sprinkler was set off by an increase in temperature caused by the removal of asbestos.  The spokeswoman said the problem was now fixed.                                                                                                                                                         Reuters 1037 March 31, 2004

Update - SCANA Sees S.C. Summer Nuke Back within Two Weeks

South Carolina Electric & Gas Co. (SCE&G) said Wednesday it expects the 1,000-megawatt Summer nuclear unit in South Carolina to remain shut to repair a leak for less than two weeks.  The company said in a statement it shut the unit to repair a small leak in a 1-1/2 inch pipe attached to one of the plant's reactor coolant pumps.  The leak was detected by monitoring equipment located inside the plant's containment building. The amount of leakage was less than one pint per minute.  The leaking water is not radioactive according to a company spokesman.  All safety systems responded normally during the shut down, the company said.  South Carolina Electric expects to replace the plant's output with electricity from its own generators and doesn't expect significantly higher fuel costs from the shutdown.  .
Reuters 1110 March 31, 2004

Bloomberg News 1218 March 31, 2004

Exelon's Ill. Quad Cities 2 Nuke Starts to Exit Outage

Exelon Corp.'s 876 megawatt Quad Cities 2 nuclear unit in Illinois started to exit an outage and ramped up to 1 percent of capacity by early Wednesday, the Nuclear Regulatory Commission said in its power reactor status report.  Tuesday morning, the unit automatically tripped off line during the testing of the turbine thrust bearing wear detector, the company told the NRC in an event report.

Reuters 0752 March 31, 2004

Petroleum

Flint Hills Says No Restart Target for Minnesota CDU

Flint Hills Resources said on Wednesday it had no estimate for the restart of a crude distillation unit shut by a fire March 27 at its refinery in Rosemount, Minnesota.  "We have no indication yet how long the unit will be down," said a company spokesman. "We don't anticipate a significant supply disruption at this point.  "The crude unit was the only unit shut, and the fire was isolated to that unit," he added.  Press reports on Tuesday had said several undisclosed units were shut.  The refinery has a crude distillation capacity of 286,000 barrel per day. The spokesman could not immediately say if the refinery had more than one crude unit.

Reuters, 1256 March 31, 2004
Tribes Reveal Plans for Refinery in North Dakota                                                                          With gasoline prices recently hitting fresh new highs, and supply growing tighter by the minute, there is budding support for a new refinery to be built in the U.S. At least the Three Affiliated Tribes seem to think so.  TAT wants to build a 15,000 b/d refinery in Makoti, N.D. But before the project can find legs, TAT needs an environmental permit, which it hopes to receive by the end of the year. Then it must finance the project which has a price tag in the $100 million range.  Planners believe they are up to the task, and that there is growing  support for new refining capacity in the U.S. They hope to begin construction 
next spring and start up before 2007.  Planned are a hydrogen plant, small sulfur plant, reformer, and distillate hydrotreater for desulfurization, and a dimerization unit. About 60% of production would be gasoline with the remaining 40% to be diesel fuel that would be moved to local markets by truck or rail. The project is the second new refinery planned in the West. A group known as Arizona Clean Fuels is planning a 140,000 b/d refinery in Yuma County in Arizona that will cost in the ballpark of $2 billion. ACF awaits an air quality permit.  Glenn McGinnis, CEO for ACF, believes last year's rupture of the Kinder Morgan pipeline which caused long lines at stations throughout Phoenix "raised the profile of the refinery project." "People in the state continually say it's time we had our own supply source," he said. The Yuma refinery would serve markets in Southwest Arizona, Northwest Mexico, and Southeast California. It could be operating by 2008-2009.                                                                                                                                      OPIS Price Watch Alert 1056 March 31, 2004
Alaska Governor Plans Gas, Oil Leasing in State Waters off ANWR

Alaska Gov. Frank Murkowski said Wednesday that he plans to offer roughly 350,000 acres of state land offshore of the Alaska National Wildlife Refuge for a gas-and-oil lease sale in October. "We have been stymied by special interests" attempting to prevent the development of Alaska's energy resources

for many years, Murkowski, a Republican, said at a press conference in Washington, D.C. "We're not going to stand by and be held hostage by OPEC."  The governor said his state "has reason to believe" that the US federal government does not have authority over offshore ANWR and will not prove an obstacle in offering the leases. "We're exercising the authority we have as a state," following similar actions taken by states such as Louisiana in its offshore lands, Murkowski said.  Murkowski did not say whether he hoped to force Congress to open ANWR itself to gas-and-oil drilling activity by initiating an offshore program; the state

is acting "to force the issue of developing oil prospects in Alaska," he said. 

http://www.platts.com/Natural%20Gas/News/1923661.xml?S=n
NYMEX May crude falls $1.10 to $35.15/bbl on EIA and API Reports 

May crude futures on the New York Mercantile Exchange fell $1.10 to $35.15/bbl Wednesday following the release of the weekly US inventory data from the Department of Energy and American Petroleum Institute. US commercial crude stocks increased for the fifth consecutive week during which time inventories rose 20.537-mil bbl to 294.300-mil bbl, according to the DOE. US crude imports edged down 31,000 b/d, but were still above 10-mil b/d. Total US imports were 10.1-mil bbl, bringing the four-week moving average to 9.9-mil b/d. Crude futures subsequently fell to an intra-day low of $34.85/bbl, just shy of last week's low of $34.75/bbl.

http://www.platts.com/Oil/News/4618426.xml?S=n
EPA Takes Flak for Clean Diesel Exemptions

The Environmental Protection Agency's (EPA) plan to finalize low sulfur diesel fuel regulation for non-road vehicles and equipment next month is stirring new controversy, as state and local regulators joined environmental groups on Tuesday to accuse the oil industry of lobbying the White House to exclude trains and marine vessels from the tough rule.  The rule could be the most significant the EPA puts out before the November presidential election.

Energy Intelligence, Oil Daily, March 31, 2004, http://www.energyintel.com/PublicationHomePage.asp?publication_id=5
Natural Gas 

Market Insight: East Beats West
Continued shortfalls in LNG output from both Indonesia and Algeria threaten the expected spring pickup in US LNG imports.  Qatar and Oman are looking first to make up for any supply shortfall to their long-term Asian customers before selling to Western spot buyers.  Also, not only have Skikda outages meant that many extra Nigerian cargoes are being pulled in by long-term NLNG buyers, but the West African supplier has sold two cargoes to Indonesian state Pertamina in the past two weeks. 

Energy Intelligence, March 31, 2004, http://www.energyintel.com/PublicationHomePage.asp?publication_id=10
Excelerate to Get License for Offshore LNG Facility

Excelerate Energy LLC, a private company formed in July to develop liquefied natural-gas projects, will receive a license from the Coast Guard for a liquefied natural-gas import terminal in the Gulf of Mexico, a spokeswoman said.  The terminal, which would be able to deliver as much as 500 million cubic feet a day of the fuel, will be built about 116 miles off the Louisiana coast, according to Excelerate, which is based in Woodlands, Texas, near Houston. The issuing of the license is ``imminent,'' Coast Guard spokeswoman Jolie Shifflet said.  The facility ``will be in service years before any of the other terminals can be built,'' said Kathleen Eisbrenner, president of Excelerate. It will be the ``first offshore LNG receiving terminal in the world,'' she said.  Excelerate, run by three former El Paso Corp. executives and a former Dynegy Inc. executive, bought the technology for the offshore terminal from El Paso in December. 

Bloomberg, 1338 March 31, 2004

Other News
Exelon, Entergy Seek U.S. Funding for Nuclear Designs

Exelon Corp. and Entergy Corp., the biggest U.S. nuclear-power generators, and five other companies will seek U.S. government funding for design and licensing of new reactors.  The group expects to spend $49 million over seven years to advance reactor designs by General Electric Co. and Siemens AG's Westinghouse unit and seek a plant license, the companies said in a statement.  The U.S. Department of Energy asked the industry in November to test the Nuclear Regulatory Commission licensing process adopted in 1992.  No U.S. nuclear stations have been built since a 1979 core meltdown at Three Mile Island Unit 2 in Pennsylvania, the worst nuclear-power accident in U.S. history.   U.S. President George W. Bush has said new nuclear plants are needed to reduce dependence on natural gas to meet rising power demand.

Bloomberg, 1122 March 31, 2004

Energy Prices 

	
	Latest (3/31/04)
	Week Ago
	Year Ago



	CRUDE OIL

West Texas Intermediate US

$/Barrel
	35.46
	37.06
	31.14

	NATURAL GAS 

Henry Hub

$/Million Btu
	       5.63
	  5.35
	       5.01


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

