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New Angle to PGÈ Bid to Raise Rates / Utility files complaint in federal court 
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Pacific Gas and Electric Co. has asked a federal court for permission to raise consumer energy bills $3.4 billion to offset losses the company suffered this summer when wholesale power rates soared to record highs.

In a complaint filed yesterday in U.S. District Court in San Francisco, the utility said that it has accumulated so much debt during the past few months that it "threatens serious financial consequences." That in turn endangers "the security of vital electric supply" for California, the complaint said. 

PGÈ is operating under a rate freeze imposed by legislation that deregulated the industry. The company has therefore been prohibited from passing on the costs of rising electricity prices to consumers.

PGÈ blames the soaring electricity costs on the state's power deregulation laws that created an open market for wholesale energy. Legislators originally promised that the exchange would offer cheaper wholesale energy, but this summer the prices offered nearly quadrupled.

In the past, the Public Utilities Commission has ruled that state law prohibits utilities from passing losses from price spikes to consumers. PGÈ disputes those rulings and is trying to get the agency to change its policy, or at least allow the firm to offset this year's losses in some other way.

Pacific Gas&Electric named the Public Utilities Commission members as defendants in its filing. A spokesman for the commission would not comment about the complaint.

"We do not make any `mark-up' or profit on the cost of wholesale power," said Roger Peters, senior vice president and general counsel for Pacific Gas and Electric, in a statement. "In fact, we have taken every step the state would allow to try to keep power costs down. It may seem attractive to some to say that these costs now should not be included in customer rates, but it is a direct violation of law."

Peters was referring to federal statutes that, he said, allow utilities to recover their costs.

Consumer groups are opposed to Pacific Gas&Electric's efforts, however. Nettie Hoge, executive director of The Utility Reform Network in San Francisco, described Pacific Gas&Electric's complaint as "preposterous" and unnecessary given the wealth of the firm's corporate parent, PGÈ Corp. of San Francisco.

"PG&E's corporate profits were very nice," she said. "Their stock price is very good compared to other utilities. I just don't see what the big rush is to suspend a righteous law and put consumers on the hook."

Driving PG&E's efforts to raise rates are Wall Street investors, according to Herbert Hart, director of research for Redwood Securities, a brokerage firm in San Francisco. The company's credit rating was lowered to "negative" by Fitch Inc., a bond rating agency, this week because of uncertainty over its recent losses.

"Investors would be very concerned if the company was going to eat those higher costs," Hart said. He added that Pacific Gas&Electric is "playing all the angles" with its court filing yesterday, a reference to the fact it already has a case pending with the California Supreme Court over the losses this summer and is lobbying the PUC for relief. 
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