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California Girds for Electricity Woes

Increased Reliance on Wind, Solar Power Means Power Production Fluctuates

By REBECCA SMITH

SAN FRANCISCO—California is weighing how to avoid a looming electricity crisis that could be
brought on by its growing reliance on wind and solar power.

Regulators and energy companies met Tuesday, hoping to hash out a solution to the peculiar
stresses placed on the state's network by sharp increases in wind and solar energy. Power
production from renewable sources fluctuates wildly, depending on wind speeds and weather.
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R e Renewable power has seen a boom in both states. On Feb. 9,

wind farms in Texas set a record for output, providing nearly

28% of the state's supply for the day. Production hasn't hit
that level yet in California, but the state's goal is to get one-third of its electricity from renewable
resources by 2020.

"I think we're going to end up closer to 40%," said Robert Weisenmiller, chairman of the California
Energy Commission, the state's policy and planning agency for electricity.

A decade ago, California was hit by an electricity crisis marked by price surges and rolling
blackouts, stemming from market manipulation and tightening electricity supplies in a newly
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deregulated market. To prevent a recurrence, state regulators passed rules requiring utilities to line
up enough energy to meet even high power demand, with a special emphasis on in-state renewable
resources.

"California has been well served by the procurement process since the crisis,” said Steve Berberich,
chief executive of the California Independent System Operator, which runs the state's grid. "The
problem is we have a system now that needs flexibility, not capacity."

Changes in California's market have attracted lots of new generation; the state expects to have 44%
more generating capacity than it needs next year. Grid officials say they expect the surplus to fall to
20% by 2022, though it will remain high for about a decade.

However, the surplus generating capacity doesn't guarantee steady power flow. Even though
California has a lot of plants, it doesn't have the right mix: Many of the solar and wind sources
added in recent years have actually made the system more fragile, because they provide power
intermittently.

Electricity systems need some surplus, so they can cover unexpected generator outages or
transmission-line failures, but having too much can depress the prices generators can charge for
electricity. In part because of low power prices, many gas-fired generation units aren't profitable
enough to justify refurbishments required by pending federal regulations under the Clean Water
Act. That means they are likely to be shut by 2020, adding to the state's power woes.

By July, state officials hope to have a plan in place addressing the problem. Turf issues among state
and federal regulators could complicate the process.

Michael Peevey, president of the California Public Utilities Commission, which regulates utilities,
said action is clearly needed, but he isn't sure whether the market needs "small adjustments or a
major overhaul."

Utility executives are calling for immediate action, pointing to the risk of rolling blackouts. "We see
the issue hitting as soon as 2013, 2014, 2015," said Todd Strauss, the head of planning and analysis
for PG&E Corp., a big utility serving Northern California, who attended Tuesday's meeting. "If we
thought it was far out, we wouldn't be here."

Write to Rebecca Smith at rebecca.smith@wsj.com

A version of this article appeared February 27, 2013, on page A3 in the U.S. edition of The Wall
Street Journal, with the headline: California Girds for Electricity Woes.
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