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REDDING, Calif. (AP)--Happy tales are few in California's electricity market, with power companies losing billions because of soaring wholesale prices and customers being saddled with rate increases.   

But a small city utility in northern California has found success while its private counterparts struggle. Redding Electric Utility opted to build up its power plants when other companies eliminated theirs after deregulation, selling its surplus for a tidy sum and holding rates down in the process. 

"It was the right decision, looking back on it, absolutely," said Patrick Keener, an executive for Redding Electric Utility.   

Redding Electric Utility took advantage of the 1996 deregulation law that sought to open California's electricity industry to competition.   

The law obliged the state's three large investor-owned utilities to sell power plants and buy power on the open market by March 2002. Pacific Gas and Electric Co. and Southern California Edison have absorbed $5 billion in losses since the spring because of skyrocketing wholesale prices and a rate freeze that prevents them from passing on those costs. They are pressing to have the freeze lifted.   

The third company, San Diego Gas and Electric Co., earlier completed its transition to deregulation. Its rate freeze was lifted and it passed on the spikes in wholesale electric costs to unhappy customers who have seen bills triple in some cases.   

The same law gave the state's 30 public utilities a choice, allowing them until 2003 to decide whether to deregulate. Redding and some others chose not to.   

Because they hung on to their sources of generation or had long-term contracts, many have been spared the market turbulence that has afflicted their private counterparts.   

But even compared with other municipal utilities, Redding has fared well. At midyear, the utility had sold about $8 million in surplus electricity to customers in California, Arizona, Washington and Nevada. Among its customers is the parent company of San Diego Gas and Electric.   

The utility's bosses - the elected members of the Redding City Council - approved a hefty surcharge to finance $300 million in improvements that included a new power plant. When the surcharge was enacted in 1997, rates rose 23%, from 8 cents a kilowatt hour to more than 10 cents a kilowatt hour.   

"It was a significant risk," Redding Electric Utility director James Feider said. "But our customers haven't been exposed to a 200% rate increase, like they had in San Diego."   

The surcharge will be lifted two years early in 2002, and bills sent to Redding's 40,000 homes and businesses are below the state average.   

The Redding utility is strategically situated, straddling north-south power links running from Oregon through California. It also has long-term power contracts with several entities across the West.   

The nation's largest public utility, the Los Angeles Department of Water and Power, also has sold excess power, but on a far larger scale: It has earned about $50 million in sales.   

Redding is using its stable energy rates to lure new businesses into the city of 80,000 people about 160 miles north of Sacramento. Texas-based Chatsworth Products Inc. is already coming, and more businesses are likely to follow.   

"That's a very key issue when we sit down to talk to people," Keener said. 
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