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Highlights / Major Developments

Arizona Diesel Demand Creating Shortage in El Paso 
El Paso, Texas, terminals are running out of diesel fuel, largely due to increased demand from neighboring Arizona. Sources report that tankers have been regularly pulling more product from El Paso and hauling it to the Grand 
Canyon State, where the prices are 20cts higher.  The shortage has been perpetuated, in part, by an unplanned shutdown of  Giant's Ciniza, N.M. refinery, after a recent fire.  The refinery remains down as Giant has opted to go into a month-long planned turnaround a bit earlier than it had planned.  Products in other Western markets have also been tightened by turnarounds.   ExxonMobil is in the midst of a full turnaround at the Billings, Mont., refinery that will be completed on May 3. Montana Refinery is in turnaround at the Great Falls, Mont., plant and has allocated products along the Yellowstone Pipeline and cut off many of their customers, sources tell OPIS.  The plant should be back on line on May 10.   Further West, BP has a hydrocracker in turnaround in the Northwest until the end of April. Shell has a coker down at the Wilmington refinery in the L.A. area at least until May.                                     OPIS Price Watch Alert, 1800 April 21, 2004
EPA Rejects Easing Low Sulfur Gasoline Requirements, NYMEX Gasoline Soars 

US unleaded gasoline futures soared in London afternoon dealing Thursday on news that the US Environmental Protection Agency had rejected an easing of low-sulfur gasoline specifications. The move raises the likelihood of a tighter gasoline market going into the summer driving season. The EPA earlier this week said it was considering giving U.S. gasoline importers more flexibility to temporarily exceed gasoline sulfur rules, a move that could allow extra imports from Europe, Venezuela and Russia to reach a tight U.S. market.  The EPA met on Thursday with some U.S. refiners who oppose the idea because they have already invested billions of dollars to meet the stricter rules. "There's not going to be any change," EPA spokesman John Millett said. "This should close the door on any further consideration of this matter."  Currently, U.S. refiners and importers must meet a system-wide average of 120 parts per million (ppm) of sulfur, with a maximum of 300 ppm. The average drops to 90 ppm in 2005 and 30 ppm in 2006.  "We're pleased that they're not reversing their decision after requiring us to spend $20 billion" in upgrade costs over the next few years, said a spokeswoman for Valero Energy Corp., the nation's biggest independent refiner. The EPA is still considering a separate request to grant California and New York temporary waivers from other federal gasoline requirements this summer. The agency says it could act on the requests in the next few weeks.                                                                         http://biz.yahoo.com/rc/040422/energy_gasoline_imports_1.html http://www.platts.com/Oil/News/9078078.xml?S=n
http://biz.yahoo.com/rm/040422/markets_energy_gasoline_1.html
Electricity
Hope Creek Nuke Holding at 45% to Complete Repair, Company Says

PSEG’s Hope Creek 1,100 Megawatt nuclear plant is up to 45% power and is holding to complete repairs to a second chiller (air conditioning unit) before resuming full operations.

Bloomberg News, 1027 April 22, 2004

Susquehanna 1 Nuke Manually Shut Last Night

Overnight Thursday, PPL manually shut its Susquehanna 1

reactor in Pennsylvania due to turbine vibration. On Wednesday,

the unit started to exit a refueling outage and ramped up to 17

percent before being shut. Traders said they expect the unit to

remain shut for at least a week.

Reuters, 1344 April 22, 2004
Early Nuclear Plant in Alabama Returns to Full Power

Southern Company’s Early Nuke plant, unit 2 returned to full power after its restart was delayed.  A circuit breaker tripped twice and prevented it from restarting on successive days.

USA Today, April 22, 2004 

U.S. West Spot Power Prices Rise Amid Outage Talk

Spot power prices in the West were higher on Wednesday with the Northwest leading the advance amid talk of an outage at a large coal-fired plant. Prices at the key Northwest hub, Mid-Columbia, climbed as high as $44.25 per megawatt hour in late trading, up from $40.50 per MWh earlier, boosted by a run-up in the real time market amid talk of a major outage.    Spokesman for two of the region's leading coal-fired plants, Centralia in Washington and Colstrip in Montana, denied any unplanned outages had occurred.  Dealers said one of the units at the Colstrip plant may be due to be taken down for a planned outage later this week

although that would not account for the run-up in prices.

Reuters, 1448 April 22, 2004

Fuel Rods Missing at Entergy's Vermont Yankee Nuke
Entergy Corp. said two spent fuel rod segments were missing at its Vermont Yankee nuclear power plant in Vermont, the company told the U.S. Nuclear Regulatory Commission in an event report Thursday.  The company said in a statement released on the NRC Web site its engineers are "reviewing storage record and performing a thorough inspection of the spent fuel pool to determine the location of the rod segments."  One of the segments is about the length and diameter of a pencil and the other is the same diameter and about 17 inches long.  "Vermont Yankee has an extensive system of radiation monitors and, due to the radioactive nature of the material, the segments could not have been inadvertently removed from the pool in anything other than a container specifically designed ... to contain radioactive material," the company said in the statement. Therefore, the company said, "Public health and safety is not at risk as a result of this issue."  Officials at the plant were not immediately available for comment.  According to the records, Entergy said, the highly radioactive rods were placed in a special stainless steel container in the spent fuel pool after a fuel inspection in 1979. Entergy acquired the station in July 2002.  The spent fuel pool is 40 feet in depth and contains 2,789 spent uranium fuel assemblies that were used in energy production since 1972. The unit is currently shut down for a refueling and maintenance outage. The company said it will keep the NRC and state authorities informed on the progress of their investigation. The Vermont Yankee station is located in Vernon, Vermont, about 80 miles north of Hartford, Connecticut. http://biz.yahoo.com/rc/040422/utilities_entergy_vermontyankee_2.html
Utility Officials Await Vote by Tallahassee, Fla., Officials on Repair Work                        City of Tallahassee utility officials are sweating, and not because of the rising temperatures as summer approaches.   Utility crews, who have been working around the clock to repair a steam turbine that was damaged in February, don't think the unit will be ready until the middle of the summer, rendering the city's electricity-distribution system vulnerable to peak demands and potentially leaving customers in the dark during the hottest time of the year. The Tallahassee City Commission is expected to vote today on a $13 million temporary solution to the problem, which utility officials are calling precautionary. The plan, which calls for renting backup generators, follows a model used by hospitals.   "While we have a strong reliability record, the hospitals have purchased backup generators for their critical needs because it is essential that they have power at all times," said Kevin Wailes, general manager of the city's electric utility. "While it is possible that we won't need these rental units, we must take appropriate steps to ensure we'd have the ability to provide power if we had another major unit or transmission facility forced out of service." Wailes said it would take at least 35 days to get the 12 rental units needed to produce the power, making the electricity available somewhere around the beginning of June.  Without the backup generators, the city risks losing another of its generators, which could lead to city-initiated "rolling blackouts," a strategy utilities use when demand is higher than the power available. During this period, blackouts would be rotated throughout the service area until the generation system could match the demand.  "If we lost another main generator or transmission tie line, we wouldn't be able to meet the demand under summer peak conditions," Wailes said.  In February, the city's newest steam turbine generator, Purdom Unit 8, malfunctioned and has been out of service as parts were shipped all over the country for repairs. Repairs are expected to cost $8 million. Wailes said the target date to have the 250-megawatt unit back on line is mid-May, but extensive damage to the unit's casing has caused some delay. The casing is currently being worked on in Canada, and Purdom Unit 8 isn't expected to be back on line before July.  The largest electricity-generation station currently working produces 250 megawatts of power.  "The bottom line is that this commission is very concerned about reliability," said City Manager Anita Favors, who thinks the plan will be approved. "The community would expect us to have a plan. We don't want to have to start putting people in the dark. I don't think that is what the community wants." The Tallahassee City Commission workshop is today at 3:30 p.m. on the second floor of City Hall. 

Tallahassee Democrat, Fla. - April 21, 2004
Avista Completes Transmission Line Upgrade Beacon-Rathdrum Transmission Line Will Increase Reliability 

Avista Utilities, an operating division of Avista Corp. (NYSE: AVA), has completed an upgrade of its Beacon to Rathdrum transmission line. The 230 kilovolt, double circuit line has the capacity to handle more than twice the energy of the line it replaces. It becomes the highest capacity transmission line ever constructed by Avista and greatly improves electric reliability in the region. The new steel poles replaced older wooden H-frame structures within a utility corridor that serves much of the Spokane and Coeur d'Alene area. The capacity of the upgraded line is approximately 800 to 1000 megawatts. One megawatt is enough to power about 650 homes. Work on the $15 million project began in June of 2003. Some additional restoration work is still underway on property that was affected by construction.  "Avista needed this new transmission line to help meet the growing demand for electricity in our service area and throughout the northwest region," said Ken Sweigart, Avista's project manager. "We're very fortunate to have had a highly skilled contractor who finished on time and maintained an excellent safety record during the project."  Wilson Construction, along with subcontractor Tri-State Drilling Company, installed 188 steel transmission towers and 3,300 cubic yards of concrete for footings. In addition, they installed 200 miles of conductor wire and lightning shield wire along the tower line. "The existing line lasted 50 years, and we expect this line to last at least another 50," said Sweigart.                                                                                                                    PRNewswire-FirstCall, April 21, 2004

Supervisors in San Louis Obispo, CA Approve Above-Ground Storage of Nuclear Waste

PG&E’s Diablo Canyon nuclear power plant got county approval to store radioactive waste in an above-ground storage facility at the plant.

USA Today, April 22, 2004

Calif. Grid Warns Summer Power Outlook is Tight

California faces a tough summer on the power grid if troubles knock out power plants or transmission lines, electricity officials warned on Thursday. A "summer assessment" prepared by the California Independent System Operator said the state will have "adequate resources" of generation, imports from neighboring states and programs to cut demand to handle a forecast peak demand of more than 47,000 megawatts.  The agency manages most of the state power grid.  But there is little margin for problems, Terry Winter, director of the grid agency, said on an "Earth Day" telephone news conference to promote energy conservation.  There could be only an extra 1,615 megawatts of power to meet demand at the summer peak, according to the ISO report, and Winter said there could be blackouts in isolated areas if transmission lines are lost.  ISO Chairman Michael Kahn appealed to Californians to conserve electricity on hot summer days when demand for air conditioning soars, especially in the hot inland valleys.  California's problems this summer include reduced imports from the Pacific Northwest and Arizona, lower availability of hydropower, limited capacity on the transmission system and a cutback in new plant construction, according to the ISO report.  Winter said 10,000 megawatts of new plant capacity have come on the grid since the energy crisis but this was offset by the loss of 3,000 megawatts at older plants.  The ISO grid will add only 85 to 100 megawatts of new generation this year, he said. One megawatt is power for about 1,000 homes.

Reuters 1458, April 22, 2004
Petroleum

Trader Says Conoco Trainer FCC Out for About a Week
ConocoPhillips has a fluid catalytic cracking unit (FCC) down at its Trainer, Pennsylvania refinery, helping boost gasoline values on both the futures and cash markets in New York, trading sources said on Thursday.  ConocoPhillips declined to comment.  Trading sources said the plant sustained a failure over the weekend that shut an FCC of 52,000 barrels per day (bpd), at the 180,000-bpd plant outside of Philadelphia. Another trader said that the plant was already operating at a slowed output but had to completely shut the FCC for a week or so.  On Thursday, the NYMEX hit an all-time high in gasoline trading, at $1.1930 a gallon. That was almost 6 cents higher on the day. That price hike was mainly to word that the U.S. Environmental Protection Agency (EPA) will not allow refiners to ignore new stricter low sulfur specifications for gasoline.                                                                       Reuters, 1541 April 22, 2004
Delaware FCC Rate Reduction Called Minor 
Motiva's 180,000 b/d Delaware City refinery has made nominal cutbacks in the run rates of an FCC unit, a refinery spokesman told OPIS.  The minor rate adjustment stems from current maintenance on a carbon monoxide boiler, which treats waste gas from the cat-cracker before it is emitted into the air. The FCC is expected to return to normal rates once that maintenance work is completed.  Reports of unit issues at the Delaware City refinery and at ConocoPhillips'  Trainer, Pa., refinery helped spur NYMEX unleaded today to an all-time record settle for the May contract of $1.1820 gal. The previous record settle of  $1.1803 gal was set April 12. 
OPIS Price Watch Alert, 1546 April 22, 2004

Surging Ethanol Use to Underpin Futures
Surging demand for ethanol is seen underpinning an ethanol futures contract to be launched by the New York Board of Trade next month, NYBOT chief economist Bernard Savaiko said late on Wednesday.  "Legislation requiring cleaner air is leading to increased production of ethanol," Savaiko told Reuters in a phone interview. "Worries over the long term supply of fossil fuels are also one of the forces behind the broad swell of interest in ethanol." NYBOT plans to launch an ethanol futures contract on May 7 and options on May 10. The trading unit is 7,750 U.S. gallons (29,337 litres), or the amount of ethanol that could be produced from 112,000 lb (50,803 kg) of sugar. On Wednesday the Chicago Board of Trade said it had approved the development of a purely corn-based ethanol futures contract to begin trading in the fourth quarter of 2004. http://biz.yahoo.com/rm/040422/markets_ethanol_nybot_1.html
Ship Data Shows OPEC Enforced April Cuts-PIRA

OPEC oil producers have cut exports sharply over the past month, with mid-April export levels being 1.6 million barrels per day (bpd) lower than in mid-March, industry analysts PIRA Energy Group said on Thursday.  "(OPEC) exports reached a peak in mid-March, with the current plateau being 1.6 million barrels per day (bpd) lower, providing clear evidence that OPEC has indeed reduced exports," PIRA said in the latest edition of its Oil Tanker Intelligence Service in association with Lloyds Marine Intelligence.  Non-OPEC crude exports have also fallen this month, cutting further into global supply, the report said. Total world crude exports fell 200,000 bpd in the latest four-week average to 38.06 million bpd, it said.  The PIRA report said OPEC exports began falling in the second half of March, and declined a further 165,000 barrels per day in the week to April 11. The latest four-week average for OPEC crude exports is 23.74 million bpd, down from 25.29 million bpd four weeks ago, the report said.  OPEC exports were likely to fall further through April, the report said. "With quota reductions usually showing up as deferred end-month loadings next week's data should continue the trend," the report said.  The report pointed to falling shipments from the Middle East. Gulf producers Saudi Arabia and the UAE cut crude allocations to term customers in April, although they subsequently raised allocations to Asian clients for May.

Reuters, 0542 April 22, 2004 

Natural Gas 

Transco Shuts Part of Louisiana Gas Pipeline for Repairs

Transcontinental Gas Pipeline Co declared a force majeure declared because of damage on the Southeast Louisiana lateral.  A section of the lateral between the Ship Shoal 332 and the South Timbalier 300 was isolated for repairs yesterday. Five production points were either shut in or had their gas diverted from Transco, reducing receipts into the pipeline by about 170 million dekatherms a day.

Bloomberg News, 1110 April 22, 2004

Other

Minor North Iraq pipelines Hit, Oil Still Flows
A section of Iraq's northern oil pipeline network was on fire on Thursday after saboteurs attacked it with grenades, but exports and internal distribution were not affected, officials and witnesses said. Reuters Television footage showed at least one pipeline on fire near the city of Samarra, 100 km (62 miles) north of Baghdad. Senior oil ministry official Ahmad al-Barifkani said minor pipelines appeared to have been targeted, adding that the Dora refinery, which is fed by the network from the Kirkuk field, was processing a normal 90,000 barrels per day. http://biz.yahoo.com/rm/040422/energy_iraq_sabotage_1.html
US Coal Supply Seen 'Fragile,' May Limit Utility Output
Skyrocketing demand for coal combined with supply problems and low stockpiles could create difficulties for some U.S. utilities, perhaps even causing some to cut back power output this summer to keep from running out of fuel.  Strong demand from steelmakers in the U.S. and especially East Asia, construction and expansion of coal-fired power plants, supply problems in Appalachia, and transport problems in the western U.S. and Australia have created very tight conditions in world markets, said Irl Engelhardt, chief executive of Peabody Energy (BTU), the world's largest private coal company.  "We believe the U.S. supply-demand balance for coal is extremely fragile," Engelhardt said on a call Tuesday to discuss Peabody's first-quarter earnings. "We believe U.S. coal stockpiles are at such a low level that reliability is becoming an issue."  The steel industry, which uses a higher quality coal, is the main driver of global demand growth. But markets for so-called thermal coal, used in power generation, are tightening as well as producers shift output to higher-quality metallurgical coal and some steel producers purchase lower-quality coals to make up for shortages, Engelhardt said.  In addition, China, the world's No. 2 coal and coke exporter, has begun limiting exports due to domestic shortages, he said.  That adds up to an upbeat medium-term outlook for U.S. coal producers, but trouble for utilities. John Hanou, a partner at coal consultant Hill & Associates, said his firm thinks there is a real possibility of select power plants running into problems this summer. To conserve coal, those plants may need to run below full capacity, he said.  Tom Hiemstra, a coal broker Evolution Markets in New York, confirmed that markets are very tight, a factor that has sent prices to roughly double levels seen just a year ago in the over the counter market.  Arch Coal (ACI) Chief Executive Steve Leer, discussing his company's financial results on Wednesday, estimated U.S. electric utilities are holding roughly 110 million tons of coal, down substantially from their recent peak in late 2001 and early 2002 and about 17% below the five year average.  Stockpiles have moved to the low end of the range," he said.  While utilities won't run out of coal, they may scramble for fuel in the over the counter market if stockpiles become dangerously low due to high generation demand this summer. That would send prices even higher.  Hanou of Hill & Associates sees conditions remaining stretched in the medium-term.  "What we're seeing over the next four to five months is a continuing tightening in the East," he said.
DOW JONES NEWSWIRES



Energy Prices 

	
	Latest (4/22/04)
	Week Ago
	Year Ago

	CRUDE OIL

West Texas Intermediate US

$/Barrel
	37.70
	37.61
	29.92

	NATURAL GAS 

Henry Hub

$/Million Btu
	  5.59
	  5.68
	  5.58


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

