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Power Stays On, But State's Darkest Days May Lie Ahead / Rolling blackouts could still hit, officials warn 
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California's power shortage eased yesterday, but state officials warned that rolling blackouts could hit the state as early as this weekend if temperatures drop and demand for electricity increases.

State officials declared a Stage 2 power alert for the fourth day in a row at 1 a.m. yesterday. The move prompted hundreds of large power users to turn off their lights in exchange for lower rates. 

A more serious electricity crisis was averted in part because a Southern California power plant resumed production after an agreement brokered by the governor allowed it to legally exceed pollution restrictions.

While all that unfolded, executives with the Independent System Operator, the agency that runs the state's power grid, found themselves under attack by Gov. Gray Davis and others for quietly getting federal authority to lift the limit on wholesale energy rates. Critics say it is a move that could mean higher bills for consumers.

Until yesterday, when the limit was lifted by the Federal Energy Regulatory Commission, California power companies could pay no more than $250 per megawatt hour. ISO officials said they requested the lifting in order to get more companies to sell their power in California, rather than taking it to other states where demand has fetched prices as high as $1,200 a megawatt hour.

But the move outraged Davis and Loretta Lynch, head of the California Public Utilities Commission.

"This ruling, issued in the dark of night without notice to anyone in California, is an outrageous assault on the consumers and businesses of California," Davis said, urging the regulatory commission to immediately rescind the action. "It appears to be based on misleading and erroneous information. . . . The ISO sought this ruling without the authorization of its board of directors and without notification to any state officials."

Lynch agreed, calling the action "unprecedented" and "invalid."

"The ISO asked for a remedy that might not work and will leave California consumers and businesses naked against exorbitant rate hikes," she said.

California's power situation was helped yesterday when demand slackened somewhat in the Pacific Northwest, freeing more excess power to be sold in the California marketplace, according to an ISO spokeswoman. The rescue came even as Washington state residents were urged to begin conserving energy in advance of an Arctic cold front forecast to sweep through the region early next week.

Beyond the controversy over lifting price limits, many of the measures under discussion were seen as providing only temporary respite from a crisis that has the potential to become worse.

NATURAL GAS SHORTAGE NEXT?

A tightening supply of natural gas is presenting another threat of shortages during the next week. Most power plants are fueled by natural gas, and industrial customers -- energy generators included - - are first on the list to be cut off when the gas runs out. Some power generators are capable of running on alternate fuels, but they pollute the environment more and run the risk of exceeding limitations on pollution emissions.

California energy officials warned the state Senate of the looming possibility of energy shortages nearly two years ago, but the official reaction was largely indifference.

"It was hard to get people to pay attention at that time," said state Sen. Debra Bowen, the chairwoman of the Senate energy committee.

They're paying attention now.

California's emerging energy crisis is confronting the state's leaders with the biggest policy challenge of the year, if not the past several years, many acknowledge.

A SEARCH FOR POLITICAL REMEDIES

Now, legislators are scrambling to come up with a patchwork of solutions such as turning off hall lights in state buildings, lowering energy demand and increase supply. Many are sure to engender opposition, while others are viewed as ineffectual.

Some concrete measures have been proposed, but many in Sacramento say Gov. Davis and the Legislature are waiting to see what the Federal Energy Regulatory Commission orders next week before making further policy prescriptions.

"There's 8 million ideas," said John Burton, D-San Francisco and the state Senate's president pro tem. "You know, the question is, what is it that's really gonna solve it. A big piece of it deals with the FERC, and they've shown no inclination to alleviate the suffering of the people."

"In the very short term, meaning the next week, there isn't much we can do on the supply side," said Severin Borenstein, the director of the UC Berkeley Energy Institute and a professor at the Haas School of Business. "You can't just make more natural gas appear."

On Monday, several senators, acting on recommendations Davis made to the FERC last week, introduced legislation to make some concepts law.

Sen. Bowen, D-Redondo Beach, carried one bill requiring a reconstitution of the ISO and California Power Exchange boards, to remove directors who are appointed by energy companies.

Burton, D-San Francisco, introduced a bill intending to establish regulatory oversight of power generators, which are currently unregulated.

And Sen. Steve Peace, D-San Diego, the architect of the 1996 law that set electricity deregulation in motion, has proposed setting aside $2 billion to establish state control of energy generation and distribution.

Most of the immediate responses focus on the idea of getting Californians to reduce their use of energy. However, one Senate source, who agreed to speak only on condition of anonymity, said mandatory measures requiring people to do so has not even been contemplated.

Instead, another source said, one plan proposes drafting an "awareness campaign" mailer to be sent to residents by legislators, asking them to reduce energy usage and providing tips on how to do so.

'FORWARD CONTRACTING' SUGGESTED

Another idea among many proposed by the governor last week that is under discussion is allowing utilities to enter "forward contracting" agreements, in which they purchase power under long-term agreements with suppliers.

The utilities have largely been hamstrung from doing so thus far because of PUC "reasonableness reviews" -- examinations of the contracts to determine whether they are a fair price. As it stands, if the commission decides a contract is unreasonable, utilities have to eat the cost of the amount determined to be over a fair price.

Lastly, the state has taken its own administrative measures as well. Hallway lights in several government buildings have been dimmed and some workers are being sent home as early as 4 p.m.

Government water pumps that send water south from the northern part of the state -- and use 1,000 megawatts of electricity in the process -- either have been or are being considered for shutdown.

In the longer term, legislators speak of finding ways to encourage power plant development and increased use of alternative fuel sources.

But the most aggressive response so far for long-view systemic change has come not from legislators but an advocacy group. Last week, the Foundation for Taxpayer and Consumer Rights announced plans to try for a ballot measure that would essentially remake the provision of electricity into a state government affair.

------------------------------------------------------------------ ----------

Power Proposals Some of the ideas being floated to help alleviate the state's current power crisis:

-- Establish state oversight of out-of-state power generators, which are currently unregulated.

-- Re-constitute the boards that oversee the ISO and the California Power Exchange, removing members with a stake in the financial performance of energy companies.

-- Dedicate up to $2 billion of state budget surplus to establishing a state-run electricity generation and distribution system.

-- Encourage consumers to use power more selectively. 

PHOTO; Caption: Jamal Batakji monitored his screen at the California Independent System Operator headquarters in Folsom during the power alert. / Associated Press 
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