NEWS 

Summer rerun -- power prices shoot up again 
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It feels like winter outside but it's summer in California's boiling electricity market -- and that could mean deeper hot water for SDGÈ ratepayers.

Power prices for San Diego Gas&Electric Co.'s 1.2 million customers yesterday reached a level unseen since Aug. 4. The utility said its cost of buying power reached 20.5 cents per kilowatt-hour, nearly five times what it paid as recently as April. 

In fact, electricity rates so far this week -- which went from a low of 15.8 cents to yesterday's peak -- have spiked to heights not seen since the hottest weather of the summer.

SDG&E's customers remain alone in the state in paying market prices for power under California's deregulation plan.

The California Independent System Operator, which oversees the state's power grid, blamed this week's soaring prices on power plant shutdowns, both scheduled and unscheduled, as well as a reduction in available hydropower.  The agency declared three consecutive Stage 2 electrical emergencies -- triggered when reserves dip below 5 percent of capacity -- and a less severe Stage 1 yesterday.

But critics of the deregulated market say tight power supplies alone fail to fully explain the price spikes.

"Even under conditions of tight supply, there are no rational reasons for these prices," said state Sen. Steve Peace, D-El Cajon, who played a central role in crafting the state's deregulation law but is critical of the role federal regulators have played in opening the market.

"This proves false all the talk about (high prices) being a summer anomaly.  This is a severely broken market that (the Federal Energy Regulatory Commission) has failed to respond to."

A rate deferral plan passed this fall by the Legislature shields consumers from any immediate obligation to pay these rising rates.  The legislation caps current payment at 6.5 cents per kilowatt-hour and defers payments of the balancing accounts for two years or more.

Peace predicts the higher rates will never be fully paid by consumers because the California Public Utilities Commission will not allow prices already deemed unlawful by federal regulators to be passed along to consumers.

In the meantime, however, the high prices added to growing estimates of how large the balancing -- or IOU -- accounts may grow.  SDGÈ now estimates the accounts will reach $750 million if the deferral plan ends in 2002, or $900 million if the plan ends one year later.

Peace, who is also critical of the system operator's management of the power grid, renewed his call for the federal regulatory commission to immediately order refunds, end deregulated power pricing and cap prices at the cost of generating electricity plus a limited profit.

In a draft ruling issued earlier this month, the commission said recent rates were unjust and unreasonable and thereby unlawful under federal statute.  But the federal regulators decided not to order refunds of what utility companies say is at least $6 billion and growing in excessive charges statewide.

The commission proposed structural changes in California's power market, along with a flexible price cap for electricity sales.  Gov. Gray Davis and others contend refunds must be part of any remedy, along with tougher curbs on prices for at least three to five years until adequate supply is built in the state.

A comment period on the federal commission's proposed order ends Nov. 22, and the panel is scheduled to issue a final order on the California market in December.  The resurging prices, coming after costs had declined to 12 cents in recent weeks, should send regulators another signal, said Edwin Guiles, chairman of SDG&E, a unit of Sempra Energy.

"This week's wholesale prices are further proof the wholesale electricity market is broken and in serious need of repair," said Guiles, who also asked the commission to order refunds and take more aggressive action.

Michael Shames, executive director of the Utility Consumers' Action Network, said the recent price spike will add momentum to efforts within California to restructure the deregulated power market.

"That we are seeing a continuation of the summer meltdown into the winter is astounding," Shames said.

"The good part is that state policy makers now have `religion.' Last summer they thought it was a San Diego problem.  Now it's a statewide problem.  This will accelerate a fix." 
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