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LOS ANGELES, Dec 7 (Reuters) - Sempra Energy on Thursday called for a cap on skyrocketing natural gas prices and appealed for California Gov. Gray Davis to exercise emergency powers with the state's energy crisis set to escalate when an Arctic blast hits the western United States next week.

"Since Monday of this week, each day, our state's electrical system has been on the verge of collapse. Next week, conditions may worsen when a severe cold front is expected to hit the western United States," Sempra Chief Executive Officer Stephen Baum said in a letter to Davis.

In a filing with the Federal Energy Regulatory Commission, Sempra Energy unit San Diego Gas and Electric sought a price cap for natural gas prices of 150 percent of a national average as reported by Gas Daily or a similar publication.

Natural gas prices at the southern California border, a major delivery point for gas, have been skyrocketing during the past few days. They traded on Thursday at more than $50.00 per million British thermal units, up from less than $6.00 last month and about five times the current price of gas elsewhere in the United States.

"I'm not really a big fan of price caps in general, but after seeing the type of volatility of these prices, it has to be looked at, especially when there is such a big impact on ratepayers," a California-based gas trader told Reuters.

About one third of the power plants in California are natural-gas fired and tight supplies of the commodity have helped to exacerbate an already serious power shortage.

The California Independent System Operator (ISO), which controls most of the state's power grid, has been on the verge of ordering rolling blackouts numerous times this year.

A localized series of blackouts was ordered in the San Francisco Bay area on June 14 due to a power shortage but none on a statewide basis.

San Diego Gas and Electric also asked that gas price caps for short-term releases of capacity for service to the California border and to points of interconnection between interstate pipelines and California local distribution companies be reimposed, effective immediately.

Such caps would remain in place until March 31, 2001, the utility requested.

In the letter to Davis, which was also signed by Edwin Guiles, group president of Sempra's regulated business units, Sempra called for emergency relief from air-quality restrictions, including the temporary lifting of emission limits for generation required for reliability of the power grid.

LOS ANGELES PLANTS RESTART

Earlier Thursday, independent power producer AES Corp. said it has restarted some units at two power plants in the Los Angeles area, adding 600 megawatts of electricity output, after the South Coast Air Quality Management District withdrew a "petition of abatement."

The company cut output from three gas-fired power plants in the Los Angeles area to 2,000 megawatts from 4,000 megawatts late last month after receiving the petition.

The plants have been running at historic levels this year due to California's ongoing chronic power shortage and were close to reaching their nitrogen oxide emission allocation.

NOX emissions contribute to smog, which is linked to such illnesses as asthma. Los Angeles is the nation's second smoggiest city, outstripped only by Houston.

California's utilities have been bracing gas customers for the bad news they will receive this month in the form of sharply increased bills for gas consumption.

Pacific Gas and Electric Co., the state's largest utility, has warned its 3.8 million gas customers that average monthly residential bills will jump 54 percent in December, to $77.00 from $50.00, said a spokesman. The utility is a unit of San Francisco-based PGÈ Corp.

Utilities in California pass the gas commodity cost straight through to their customers.

California's power crisis is rooted partly in a buoyant economy which has increased demand for electricity across the western United States.

There have also been few power plants built during the last decade, partly due to uncertainty surrounding the deregulation of the electricity industry.

Many new plants are now planned but few are expected to come on line before 2002. 
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