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Major Developments

Update: BP PrudhoeBay Shutdown

Compressor Glitch Forces BP to Shut an Additional 90,000 b/d at Prudhoe Bay

On Wednesday BP announced that it experienced acompressor failure at Prudhoe Bay' s Gathering Field 2. The
failure forced BP to cut productionto approximately 110,000 b/d. From theinformation available at thistime,

it isunclear whether that amount includes production from the Point Mclntyrefield in the Eastern Operating
Area (EOA). If the 110,000 b/d does not include production from the Point Mcintyrefield (currently operating
at 18,000 b/d) then total production from the Prudhoe Bay is now about 128,000 b/d. BP stated that the
compressor problem did not cause an oil spill or any injuries. Spokesmen for BP also indicated that production
would continue at the reduced rate for several dayswhile the compressor is repaired.

Reuters, August 24, 2006

http://news.yahoo.com/s/ft/20060824/bs ft/fto082420060422515017
http://news.yahoo.com/s/af p/20060824/ts _af p/britainusenergyoil 060824114535
http://news.yahoo.com/g/ft/20060824/bs ft/fto082420060422515017

Removal of Pipeline Insulation Temporarily Halted in WOA

BP aso announced on August 23 that work to remove insulation from a pipelinein the Western Operating Area
(WOA) has been stopped until an evaluation can determine if it is safe for workersto continue. BP fearsthat
workersmay be exposed to ashestosin theinsulating material during removal. Theinsulation, which has been
in place since the 1970s, contains between five and ten percent asbestos. The WOA pipdineis continuing to
operete at thistime.

2004 Report to BP by Consulting Firm Detailed Corrosion Concerns

A report, prepared for BP in 2004 by an engineering company, carried awarning about accelerated corrosion at
Prudhoe Bay. The report, along with others prepared for BP by Coffman Engineers, arebeing examined by the
U.S Environmental Protection Agency as part of itsinvestigation of BP' s maintenance program. Whilethe
2004 report pralsed BPinsome respects it also Warned of accel erated corros oninthe system

CORRECTION:

On August 21, the Energy Assurance Daily carried a story updating events at Prudhoe Bay that included
reference to productionincreasing to 235,000 b/d. It appearstha we inadvertently double counted the 18,000
b/d of production fromthe Point Mclintyrefield. The correct amount of total PrudhoeBay production was
approximately 217,000 or 218,000 b/d as of August 18.

Electricity

SevereStorms Knock Out Power to 55,000 Customersin Indiana and Illinois Aug. 23
Beginning about 6 p.m. on August 23, powerful stormscarrying wind gustsin excess of 100 mph hit portions of
Indiana and Illinois. Power was knocked out to some 23,000 NIPSCO customersin Indiana. About half an hour
later, another storm cell passed through the area cutting power to additional communities and customers. Later the
same ni ght, severe storms passed through the Chicago area leaving 32,000 Commonwealth Edison customers
without power. As of this morning, NIPSCO reported approximatel y 13,600 customers without power and ComEd
reported approximatel y 31,000 customers without power.

http://www.chi cagotribune.com/news/custom/newsroom/chi- 060824wesather,1,1339751.story?track=rss
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Experts Warn That Overburdened Colorado Transmission System May L ead to Power
Outages

Experts at theinaugural meeting of the Colorado Task Force on Reliable Electricity Infrastructure warned that
Colorado’ s electric transmission system isseverdy constrained, posing the threat of significant outages, particularly
during the summer season.
http://www.denverpost.com/busi

AEP’s 690 MW Oklaunion Coal-fired Unit in Texasto Shut Aug. 24
The company will shut the unit Aug. 24-25 to fix atubelesk.
Reuters 07:59 August 24, 2006

Dominion’s 524 MW Mt. Storm 2 Coal-fired Unit in W. Va Returnsto Service Aug. 24
The company shut the unit to fix atube leak.
Reuters, 11:07 August 24, 2006

Mirant’s 624 MW Morgantown 1 Coal-fired Unit in Maryland Shut Aug. 24 — Traders
Reuters, 13:42 August 24, 2006

Entergy’s 998 MW Indian Point 2 Nuke Unit in New York Shut Aug. 23

The company idled the unit on Aug. 23 to fix awater monitoring system. A spokesman at the plant indicated that
the unit would be off-linefor “afew days’ to correct the problem.

Bloomberg News, 11:20 August 24, 2006

hitp://wchstv.com/topstories/local_dary 235163921 .html

Update: Progress Energy’s 838 MW Crystal River Nukein Florida Restarts Aug. 23
The company shut the unit on Aug. 19 to fix aleak in the non-radioactive feedwater system.
Bloomberg News, 09:02 August 24, 2006

Progress Energy’s 938 MW Brunswick 1 Nukein N. Carolina Restarts Aug. 23
The company shut the unit was shut on Aug. 11 to fix ahydrogen leak in a cooling system.
Bloomberg News, 15:28 August 24, 2006

Reliant’s 220 MW Etiwanda4 Gasired Unit in California Shut Aug. 23
Reuters, 13:42 August 24, 2006

Calpine’'s 400 MW Metcalf Gas-fired Unit in California Shut Aug. 23
Reuters, 13:42 August 24, 2006

TXU’s Proposed 1,600 MW Coal-fired Plant in Central Texas Gets Unfavorable Air Ruling
Two state administrative law judges recommended that TXU’s application to build the power plant be denied by the
Texas Commission on Environmental Quality because of complications with the proposed system for controlling air
emissions.

Reuters, 12:57 August 24, 2006

Petroleum

Update: Work Extended at Panama Canal, Tanker Delays I ncrease

Workers plan to compl ete maintenance work on locks at the Panama Canal on Friday, one day later than previously
expected. Currently, there are 75 vessels backlogged at the canal, compared with 90 on Wednesday and 33 earlier in
themonth. Expected delaysfor traffic going in both directions hasincreased by oneto two days. Oil traderssaid
tha theimpact of the delay would affect the U.S. West Coast crude market more than the Gulf Coast products
market. About 400,000 b/d oil was transited via the Panama Canal in 2003.

Reuters, 11:42 August 24, 2006
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U.N.Ban on Single-Hull Vessels Could Scrap aFifth of World’s Products Tanker Fleet in
January 2007
According to Lorentzen & Stemoco, an Oslo-based ship broker, as many as 900 products and chemica tankers may

be scrapped when a United Nations ban on single-hulled vessals goesinto effect in January 2007. The number
amounts to almost afifth of theworld' sfleet of products and chemica tankers. The soon-to-be-banned tankers have
acombined deadwei ght of 4 million tons, about 6 percent of thefleet’s carrying capacity. Most single-hull crude oil
tankersthat ship from the Middle East, West Africa and Russiaare scheduled to be banned in 2010. All single-
hulled vessels will be banned by 2015.

Bloomberg News, 08:22 August 24, 2006

BP Fighting Small L eak on OffshoreQil Platform

BP istrying to stop intermittent |eaki ng from asingle well near the Grand Isle 47 platform about 18 miles off the
Louisianacoast. Thewell was damaged last year during hurricane Katrinaand isin the process of being
decommissioned. Theleak wasfirst detected severa months ago but then stopped. Thewell began leaking againin
May, providing BP the opportunity to trace the source of theleak to asinglewell. BP indicated that lessthan 100
barrels in total have leaked thus far from the well.

The Oil Daily, August 24, 2006

Rig Shortage May Hurt Oil and Gas Exploration Programs

Royal Dutch Shell Plc said that the lack of available drilling rigs was hurting its oil and gas exploration program,
whichistheworld shiggest. Shell spends $2 hillion per year on exploration, more than any other oil company.
According to BP, ultra-deepwater drilling rigs now cost $500,000 per day to hire, more than double what they cost
in 2004. Exxon Mobil has voiced similar concerns about rig and equipment shortages.

Bloomberg News, 06:46 August 24, 2006

Bloomberg News, 07:14 August 24, 2006

Hurricane Disruptions to Increase as Drilling Moves I n to Deeper Gulf of Mexico Waters—
Consultants

Wood Mackenzie said that the risk of hurricanerelated disruptionsto oil and gas output in the U.S. Gulf of Mexico
will increase as oil companies begin operating in deeper waters. The consulting firm said that companies have been
moving further into deeper Gulf waters due to a growing reliance on hub-style developments that can process output
from multiple fields.

Reuters 17:00 August 23, 2006

Natural Gas

Williams Gets FERC Approval for Colorado Natur al Gas Pipeline

Williams Companies received approval from the Federal Energy Regulatory Commission to construct a37.6 mile
long 30 inch natural gas pipdinein Colorado. Theline, whichwill connect production facilitiesto existing
interstate lines, is expected to bein service by the end of the year.

Other News

MM S |ssues Safety Alert Due to I ncreasing Offshor e Fatalities

On August 23, theU.S. Minerals Management Service (MMS) issued an a ert regarding saf ety procedures at
offshore oil and gasfacilitiesin the Gulf of Mexico. The action was taken by MM S because of the of the agency’s
concern over theincrease in the number of fatal incidents that have occurred over the past two years in the Gulf.
www.gomr.mms.gov/homepg/offshore/saf ety/saf ety.html
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Energy Prices

U.S. Oil and Gas Prices
August 24, 2006
Today Week Ago Year Ago
CRUDE OIL
West Texas Intermediate U.S. 71.70 70.00 67.10
$/Barrel
NATURAL GAS
Henry Hub 7.19 6.73 10.02
$/Million Btu

Source: Reuters

Energy Notes

Wlnd and Rain Knock Out Power to 15,000 in Tucson, Arizona Aug. 23
http://www. net. rintDS143492

California Governor Signs Bill with Goal of Adding 1 Million Solar Panels over the Next
Decade
http://powermarketers.netcontentinc.net/newsreader .asp?ppa=8knpp%5SE%5BimngnjoV Ui et%3EEvbfel %65Dv

North Dakota PSC Approves FPL’sPlan to Build a New Transmission Lineto Connect
wind Farmto Grid
http://pro.energycentral .com/professional/news/power/news article.cfm?id=7068082

Tropical Storm Debby Steers Away From L and but New Storm Brewing in Caribbean
Reuters, 12:00 August 24, 2006

Libya Plans to Raise Oil Output to 2 Million b/d by Mid-2007
Reuters, 5:19 August 24, 2006

Chavez Hopes to Raise Oil Exportsto Chinato 1 Million b/d Within Next Decade
Reuters 06:59 August 24, 2006

Lack of Data on Venezuelan Output Causes Problem for World Oil Database
Reuters 05:55 August 24, 2006

Nigerian Oil Militants Vow Revenge Against Government For Killings
Reuters, 08:02 August 24, 2006
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Links

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

Weekly Petroleum Status Report from EIA

http://www.eia.doe.gov/oil_gas/petroleum/data _publications/weekly petroleum_status report/wpsr.html
Updated after 10:30 AM & 1:00 PM EST every Wednesday.

Natural Gas Weekly Update from EIA
http://tonto.eia.doe.gov/oog/info/ngw/ngupdate.
Updated after 2:00 PM EST every Thursday.

ENERGY ASSURANCE DAILY

Energy Assurance Daily provides asummary of public information concerning current energy issues. Published
Monday through Friday to inform stakeholders of developments affecting energy systems, flows, and markets, it
provides highlights of energy issues rather than a comprehensive coverage. Energy Assurance Dailyis updated

online Monday through Friday after 5:00 p.m. EST. For more information, visit the Infrastructure Security and
Energy Restoration (ISER) website at:

http://www.oe.netl.doe.gov/index. aspx.

Please direct comments and questions to: ead@oe.netl.doe.gov
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