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SAN DIEGO, Nov 14 (Reuters) - California Gov. Gray Davis warned federal regulators on Tuesday that unless they act to protect the state's electricity consumers they could be stripped of their power by a ratepayer revolt.

"Your proposed solution to our energy crisis does nothing to lower prices for California consumers. Quite to the contrary it is designed to bring our economy and our consumers to their knees," Davis said in testimony before a Federal Energy Regulatory Commission (FERC) hearing here. 

"If this is your solution, I predict you will spark a ratepayer revolt. In my opinion, the consumers of California will flock to the ballot box and strip you of the authority to deregulate our electricity market," he added.

Last week state lawmaker Steve Peace warned FERC that a ballot measure to make the entire state's electricity sector publicly controlled could happen in 2002.

Prices for wholesale electricity in California have soared this year partly due to surging demand linked to a buoyant economy. There have also been few power plants build during the last decade.

Earlier this month FERC issued a plan to reform California power markets. Commissioners found that prices paid this year were not "just and reasonable" as required by law but said they did not have the authority to order generators to pay refunds.

"FERC should order refunds to consumers who have been and continue to be gouged by merchant generators and market marauders," Davis said.

Davis also criticized FERC's decision to remove the authority of the California Independent System Operator, which operates most of the state's power grid, to cap wholesale electricity prices.

Instead, FERC proposed a "soft" price cap of $150 per megawatt hour for trading on the California Power Exchange's day-ahead market.

If insufficient power was obtained at that price then bids above that level would be accepted, but sellers would be required to send a report to FERC containing certain cost information.

"FERC should put in place hard price and bid caps that will protect consumers until such time as the marketplace becomes competitive," Davis said.

Davis noted that Wall Street reports indicated that energy producers and marketers took up to $6 billion in profits from California ratepayers in the third quarter alone. 
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