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SAN FRANCISCO, Nov 17 (Reuters) - The California Public Utilities Commission (CPUC) is expected to issue next week a long-awaited report on the environmental effects of a plan by utility Pacific Gas and Electric Co. (PG&E) to sell its vast California hydroelectric system to its parent company.

The utility's proposed sale to PGÈ Corp. of 174 dams, 68 power plants, 380 miles of canals, pipes, and flumes, and 140,000 acres in the Sierra Nevada mountains carries a $2.8 billion price tag. 

The plan has raised questions about the future control of electricity prices in California and the environmental management of rivers that produce 3,900 megawatts of power, enough to light about four million homes.

The CPUC is not expected to make a final decision on the proposal until next year. The environmental report, which is expected to run more than 4,000 pages, was due at the beginning of September but was pushed back to November 1 because the proposal drew an unusually large number of comments from the public.

Barbara Hale, a CPUC judge hearing the hydroelectric proposal, later delayed the deadline to next week, when a revised schedule for more hearings will be set up.

The public will have 70 days to comment on the study.

The proposed sale follows the 1996 law deregulating California's electricity industry, which required utilities like PGÈ to sell their generating plants in order to foster a more competitive marketplace. Once sold, the CPUC would end its oversight of the plants.

ENVIRONMENTAL IMPACT

With the CPUC no longer involved, environmental and recreation groups and state officials fear the new owner, despite being part of the PGÈgroup, will ignore environmental performance while manipulating water flows on the mountain rivers to charge premium prices for power needed for peak demand during summer heat waves.

PGÈ has argued that its plan, which would be in place for 40 years, would stabilize prices because the new owner must follow - not control - the market price for power. The company also pledged to return 90 percent of any hydropower profits to its customers.

The new owner also would adopt any recommendations from the environmental review and set up a $70 million fund to enhance environmental and water quality and recreational uses on watershed lands, said Jon Tremayne, a PGÈ spokesman.

Electricity prices have skyrocketed in California this year, partly due to surging demand linked to a strong economy that is outpacing available supplies. No major power plants have been built in the state during the past decade.

The high prices have threatened the balance sheets of the state's largest investor-owned utilities. Under the deregulation law, they must buy power in the costly and volatile wholesale spot market while the retail rates they charge customers are frozen at lower levels until March 2002.

The steep prices and reliability concerns have led to some calls for re-regulation of the power market.

Earlier this week, Gov. Gray Davis warned federal energy regulators that unless they act to protect the state's electricity customers, they could be stripped of their power by a ratepayer revolt.

PG&E's hydroelectric proposal has been endorsed by a coalition of consumers, businesses, farmers and water users which favors a single owner for the entire system.

Conservation groups such as Environmental Defense, California Hydropower Reform Coalition, outdoor recreation and sport fishing clubs oppose it, saying not enough money has been set aside for environmental issues like adequate stream flows to protect fish and other wildlife.

Hydro dams have cut summer river flows to a trickle, threatened salmon migrations, and hurt water quality, Environmental Defense has charged. 
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