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LOS ANGELES -(Dow Jones)- Reliant Energy (REI) is the subject of an investigation by California Attorney General Bill Lockyer on allegations of price gouging in the wholesale power market, according to sources working with the Attorney General on the investigation. 

According to the sources, Attorney General Lockyer is investigating how Reliant, a merchant generation company, was able to boost its third quarter net profit by 25% to 30% above analysts estimates compared with the same period in 1999, according to the company's earnings statement. 

The company has indicated that third quarter earnings available for equity will top last year's figure by about $110 million. 

Reliant officials didn't comment on the matter. The company has more than 4,000 megawatts of capacity in the state. 

Lockyer, who was ordered by Gov. Gray Davis earlier this year to investigate allegations of criminal behavior on the part of generators and other market participants, reportedly said the company's net increase this quarter suggests consumers were taken advantage of, one source said. 

If the probe turns up evidence of criminal behavior on the part of generators, companies may be forced to refund customers hundreds of millions of dollars, according to the sources. 

According to a Reliant earnings projections statement, the "increased earnings from Reliant Energy's wholesale energy group, primarily due to unique, seasonal dynamics in the Southwest region of the U.S. ... contributed to the strong performance for the third quarter." 

Reliant was asked to turn over confidential trading data to the state regulators in August. The Public Utilities Commission is also conducting its own investigation into the summer's wholesale power price spikes. 

Lockyer is also focusing his investigation on one other merchant generator, but sources wouldn't reveal the name of that company. 
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