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California's energy markets are battering consumers with another weapon besides high electricity rates and tight supplies: natural gas prices.

As power costs hovered at record levels and supplies remained precarious, the price of natural gas -- the prime fuel for generating electricity and for home heating -- rocketed to its own record heights this week. 

The natural gas price hikes are felt in at least three ways:

They add pressure to electricity prices, which in recent days have persistently slammed into a state-mandated cap.

They drive up the cost of long-term electricity contracts, which have been touted as a way to stabilize prices because most of California's power is bought one day ahead.

What's more, SDGÈ expects average residential heating bills for December to rise 100 percent from last year, up to about $70.

Consumers are shielded from high power prices for now by the state's rate-deferral plan.  But SDGÈ officials cautioned that escalating prices accelerate growth in the payments due when the deferral plan ends in 2002 or 2003.

At the same time, the California Independent Systems Operator said a continuing high level of reported power plant outages left the state with a narrow margin of generating capacity yesterday.

The ISO, which oversees the power grid, declared yet another Stage 2 warning and asked for voluntary conservation.  Such alerts are triggered whenever generating capacity margins shrink below 5 percent of state needs.  Stage 3 alerts require mandatory brownouts.

While supplies remained tight, prospects for one often-touted power industry solution to the crisis seemed to diminish -- partly because of rising gas prices.  Industry experts said yesterday that long-term power costs have more than doubled in recent weeks, as natural gas rose tenfold in price from last year.

Experts blame the gas increases on the rising cost of transporting gas to California through pipelines controlled by at least some of the companies also active in the state's electricity market.

The irony of the natural gas price explosion is that it has been cited by some as a successfully deregulated market, compared with what most now concede is the colossal failure in deregulating electric prices in California.

The meltdown of another market for an essential commodity is prompting renewed calls from consumer advocates to end "experiments" in deregulation.

"We need the governor to take immediate action to protect our energy supplies by moving forward with concrete proposals for publicly owned power (facilities)," said Doug Heller of the Foundation for Taxpayer and Consumer Rights in Santa Monica.

Heller said it has now been demonstrated that deregulated markets provide opportunities for private companies to gain maximum profit "at our peril."

"This is not a fluke or an unusual weather pattern," Heller said.  "This is an energy system that has failed."

The foundation joined with Consumers Union in calling upon Gov. Gray Davis to support a program of building reserve electric generating plants to protect the safety and economy of the state.

The recent spike in both electricity and gas markets has startled even industry veterans and supporters of deregulation, who have been urging long-term power contracts as a solution to the state's volatile prices.

Alex Galatic, director of business development for Strategic Energy in Carlsbad, said electricity contracts for next summer now exceed a consumer cost of 22 cents per kilowatt, compared with less than half that amount as recently as a few weeks ago -- and about 4 cents as recently as last May.

"I've never seen the forward market increase that quickly," said Galatic, whose company arranges long-term contracts for businesses.

He added that electricity contracts for longer periods have also posted sharp increases, with prices for the summer of 2002 at the equivalent of about 15.5 cents per kilowatt hour.

The state's first efforts to check on the legitimacy of power plant outages, meanwhile, ran into difficulties this week.

The grid operator Tuesday joined with the California Public Utilities Commission in attempting to check three shuttered power plants.

Tracy Bibb, director of engineering and maintenance for the ISO, said its inspectors were denied access to two of the facilities.  The state inspectors were allowed to tour the third plant and concluded that its shutdown was legitimate, he said.

The inspectors were allowed to enter the other two plants yesterday morning.  Bibb said he was awaiting their reports.  All plant operators received advanced warning of the visits, he said.

The status of the plants has come into question by some who allege that generating companies have withheld production at times to drive up prices.

Duke Energy confirmed that its South Bay Plant in Chula Vista was among those inspected yesterday.

A company spokesman said one of the plant's four units is shut down for a "long-planned" environmental upgrade, while another unit at the site is shut down because it has nearly exhausted its yearly air pollution credits.

The Duke spokesman said that facility is saving its remaining pollution credits for a "must-run" situation, which it remains under contract to provide in an emergency.

The South Bay Plant's other two units are selling power into the market, according to Duke.

Duke also acknowledged this week that its earlier offer to provide power to SDGÈ at 60 per megawatt hour -- the equivalent of 6 cents per kilowatt hour -- was no longer viable because of increased fuel costs. 
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