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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA 

Application of West Coast Gas Company to Revise its 
Gas Rates and Tariffs (U910G) 

Application No. 

GENERAL RATE CASE  
APPLICATION OF WEST COAST GAS COMPANY 

West Coast Gas Company (WCG) respectfully submits this application for an 

increase in its gas base rates.  By this 2013 test year General Rate Case (GRC) Application, 

WCG asks the California Public Utilities Commission (Commission) for authority to increase  

revenue requirements associated with utility functions that WCG must perform to provide safe 

and  reliable  gas service to its customers at reasonable rates. 

The proposed revenue requirements related to gas service will increase the 

distribution component of WCG’s overall gas rates and will increase a typical residential 

customer’s total gas bill by 7.81% or $3.43 per month.    

I. STATEMENT OF RELIEF AND AUTHORITY SOUGHT. 
WCG seeks to revise its authorized revenue requirements, to be effective no later 

than January 1, 2013, to recover the reasonable costs WCG will incur in 2013 to own and operate 

the facilities that distribute gas to its approximately 1,500 residential and commercial customers. 

WCG proposes test year increase in revenue of $146,806.  This amount represents an increase of 

7.81% over the rates currently authorized by the Commission. 

The rate relief sought in this Application does not include any revenue 

requirements associated with gas procurement, gas transportation or Public Purpose Programs.  

The rate relief sought in this Application only includes the costs of owning, operating and 

managing the gas distribution systems at Mather and Castle. 
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II. PROCEDURAL BACKGROUND. 
WCG was granted an overall 9.4% rate increase by Commission Decision No. 08-

11-010 on November 6, 2008.  Decision No. 08-11-010 stated that WCG’s next GRC filing 

should be based upon a 2013 test-year showing.  This Application is made in compliance with 

Decision No. 08-11-010. 

III. SUMMARY OF KEY PROPOSALS IN THIS APPLICATION. 
In this application, WCG proposes to make certain changes to its Jurisdictional 

rates and tariffs and specifically requests authority: 

1. Revenue Requirements: 

To increase Base Rates (total rates less procurement rates, Public Purpose 

Program rates and costs and franchise fees and uncollectible accounts) to produce an annual 

increase in total revenue of $146,806.

2. Rate Design: 

To increase rates (monthly customer charges and distribution rates) to each 

customer and customer class (on an equal percentage basis) by 7.81%.

3. Procedural Matters: 

To make the requested rate changes set forth in this application effective as of 

January 1, 2013. 

IV. INFORMATION REQUIRED BY THE COMMISSION’S RULES OF PRACTICE 
AND PROCEDURE 
A. Rule 2.1(A) Information Regarding Applicant 

West Coast Gas Company is an operating public utility corporation, organized 

under California law.  It is engaged principally in the business of furnishing gas 

services at Mather and Castle California.  Its address is 9203 Beatty Drive, 

Sacramento, California 95826.  Its telephone number is (916) 364-4100.

Communications regarding this Application should be addressed to Raymond J. 

Czahar at the above mailing address and telephone number. 

B. Rule 2.1(B) Correspondence and Communication 

All communications, correspondence and pleadings with respect to this 

Application should be directed to: 
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James D. Squeri 
GOODIN, MACBRIDE, SQUERI, DAY& LAMPREY, LLP 
505 Sansome Street, Suite 900 
San Francisco, CA 94111 
Telephone: (415) 392-7900 
Facsimile: (415) 398-4321 
E-mail: jsqueri@goodinmacbride.com

and

Raymond J. Czahar 
WEST COAST GAS COMPANY 
9203 Beatty Drive 
Sacramento, CA 95826 
Telephone: (916) 364-4100 
Facsimile: (916) 364-4200 
E-mail: westgas@aol.com

C. This Application is made pursuant to Sections 701 and 702 of the Public Utilities 

Code of the State of California, the Commission’s Rules of Practice and 

Procedure and prior decisions, orders and resolutions of the Commission. 

D. WCG’s balance sheet, as of December 31, 2011, and income statement and cash 

flow statement for the year 2011 are contained in Exhibit A. 

E. WCG’s present and proposed rates and the changes in rates proposed in this 

Application are contained in Exhibit B.

F. In compliance with Rule 3.2(b-d) of the Commission’s Rules of Practice and 

Procedure, WCG will promptly, on receipt of an Application number, send 

notices, which generally state the proposed revenues, rate changes, and 

ratemaking mechanisms requested in this Application, to the parties listed in 

Exhibit C.  In addition, WCG will include notices with regular bills mailed to all 

customers affected by the proposed changes in rates.  

V. ACCOMPANYING EXHIBITS AND APPENDICES 
WCG’s financial statements (Exhibit A), its present and proposed rates (Exhibit 

B) and supporting Prepared Testimony (Exhibit C), accompany this filing and are incorporated 

herein by reference. 
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VI. RULE 6 REQUIREMENTS 
WCG submits the following information in compliance with Commission 

Rule 6(a)(1): 

A. PROPOSED CATEGORY 

Since this application will ultimately have an effect on WCG’s gas revenue 

requirements and rates.  Therefore, the application should be categorized as rate 

setting.

B. NEED FOR HEARING 

WCG does not know if there will be a need for hearings.  However, in the event 

that hearings are required, they should be scheduled as soon as possible. 

C. ISSUES TO BE CONSIDERED 

1. Should WCG be authorized to implement the rates changes proposed in 

this application? 

2. Should WCG be authorized to file a general rate case filing after April 1, 

2016 using a 2017 test year? 

3. Should WCG be authorized to file attrition year filings in 2014, 2015 and 

2016?

4. Should WCG be authorized to increase its allowance for uncollectible 

accounts.

D. PROPOSED SCHEDULE 

As stated above, WCG does not know if any affected party will protest and 

therefore if a hearing is needed.  If a hearing is needed, WCG will leave 

scheduling to the discretion of the Commission. 

VII. CONCLUSION 
WCG is now ready to proceed with its showing in support of this Application. 

WHEREFORE, West Coast Gas Company respectfully requests the Commission 

to issue appropriate orders: 

1. Authorizing rates that will increase annual utility revenue by $146,806. 

2. Approve the rate design proposed by WCG in this Application. 

3. Authorized WCG to file Attrition Year Adjustment filings for the years 

2014, 2015 and 2016.
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4. Allow WCG to increase its allowance for uncollectible accounts. 

5. Authorize WCG to file a general rate case application after April, 2016 for 

a test year 2017. 

Respectfully submitted this 3rd day of May, 2012 at San Francisco, California. 

 GOODIN, MACBRIDE, SQUERI, 
DAY & LAMPREY, LLP 
James D. Squeri 
505 Sansome Street, Suite 900 
San Francisco, California  94111 
Telephone: (415) 392-7900 
Facsimile: (415) 398-4321 
Email:  jsqueri@goodinmacbride.com 

By /s/ James D. Squeri
James D. Squeri 
Attorneys for West Coast Gas Company 

 WEST COAST GAS COMPANY 
Raymond J. Czahar 
Chief Financial Officer 
9203 Beatty Drive 
Sacramento, CA 95826 
Telephone: 916-364-4100 
Facsimile: 916-364-4200 
Email:  westgas@aol.com 

By  /s/ Raymond J. Czahar /JDS
Raymond J. Czahar 
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VERIFICATION

I, the undersigned say: 

I am an officer of West Coast Gas Company, a corporation, and am authorized to make this 
verification for and on behalf of said corporation, and I make this verification for that reason.
I have read the foregoing Application and I am informed and believe the matters therein are 
true and on that ground I allege that the matters stated therein are true. 

I declare under penalty of perjury that the foregoing is true and correct. 

Executed at Sacramento, California on this 3rd day of May, 2012. 

       /s/ Raymond J. Czahar    
       Raymond J. Czahar 



EXHIBIT A 

FINANCIAL STATEMENTS 



West Coast Gas Company, Inc.
Income Statement 

For the Year Ending December 31, 2011

Operating Revenues 1,869,914.28$   

Natural Gas Supply Expense 879,072.96       

Gross Margin 990,841.32$      

Operations Expense - Distribution 384,031.69        

Maintenance Expense - Distribution 77,885.89          

Customer Accounting Expense 114,552.83        

Administration and General Expense 294,397.33        

Depreciation & Amortization 107,476.83        

Taxes 
     Income Taxes 5,996.00            
     Property Taxes 11,171.20         
Total Taxes 17,167.20          

Total Operating Expense 995,511.77$     

Net Operating Income (Loss) (4,670.45)$         

Non-Utility Operations and AFUDC
    Non-Utility (Income) Expense 2,439.73            
    Non-Jurisdictional Net Income (149,192.90)       
Interest Charges Less Interest Income (363.84)             
NET Non-Utility Operations and AFUCD (147,117.01)$    

Net Profit (Loss) 142,446.56$     



West Coast Gas Company, Inc.
Balance Sheet

As of December 31, 2011

Assets FERC Liabilities and Capital
. Acct No.

Utility Plant in Service Stockholder Equity

Gas Plant in Service 2,891,758.03$  201 Common  Stock 526,284.39$     
Plant Held for Future Use -                  216 Retained Earnings 2,414,630.71   
Construction Work in Progress -                  
Accum Provision for Depreciation of Total Stockholder Equity 2,940,915.10$
Gas Plant in Service (1,187,558.33)

Long Term Debt
Net Utility Plant in Service 1,704,199.70$

224 Bank Loans -$                
Non-Utility Property 231 Stockholder Loans 46,022.73       

Total Long Term Debt 46,022.73$       
Non-Utility Property 386,069.44$     
Accumulated Depreciation (95,770.98)      

Current and Accrued Liabilities
Net Non-Utility Property 290,298.46$     

231.a Notes Payable - Auto Loan -$                
Current and Accrued Assets 232 Accounts Payable 213,730.32       

235 Customer Deposits 11,673.49        
Cash Balance in Checking Accounts 218,607.77$     235.a Accrued Interest Customers Deposits -                  
BofA Cash Reserve -                  236 Taxes Accrued -                  
Special Deposits -                  237 Accrued Interest - Long Tern Notes -                  
Working Funds - Petty Cash 500.00             241 Employee Taxes Payable -                 
Certificates of Deposit & M M F 1,534,105.93   
Cash and Cash Equivalents 1,753,213.70$
Customer Accounts Receivable 358,510.67 Total Current and Accrued Liabilities 225,403.81$     
Employee Accounts Receivable 3,225.89          
Accounts Receivable - Construction -                  
Accum Provision for Uncollectables 4,133.23          
Plant Materials and Operating Supplies 9,108.99          
Prepayments -                  Deferred Liabilities, Contributions and Deferred Taxes
Accrued Utility Revenue -                  
Deferred Debits 21,958.61        250 Deferred Credits 244,773.48$     
CARE Balancing Account (6,180.71)         252 Customer Advances for Construction 33,036.27        
Deferred Debits - 2008 GRC -                  271 Contributions in Aid of Constuction 648,317.09       
Other Current Assets 390,756.68$     281 Accumulated Deferred Income Tax -                 

Total Deferred Liabilities and Contributions 926,126.84$    
Total Current and Accrued Assets 2,143,970.38$
Total Assets 4,138,468.54$ Total Liabilities and Capital 4,138,468.48$



Sources and Uses of Funds Statement
Year Ended December 31, 2011

Cash and Cash Equivalents Beginning of Period 1,812,506.06$

Sources of Funds:
Net Income 150,331.07$
Less AFUDC -                    

Add Non-Cash Charges:
Depreciation 111,640.06
Other -
Net Cash Flow : Operations 261,971.13$

Changes In Working Capital and Customer Advances:
Net Change In Current Assets 7,725.10$
Net Change In Current & Accrued Liab. (37,005.02)
Customer Advances and Contributions -
Net Change in Working Capital and Customer Advances (29,279.92)$

External Financing 
Contributions in Aid of Construction (CIAC) -$
Deferred Credits -
Changes in LTD Before Principal Repayment -
Less LTD Principal Loan Repayment (277,941.05)
Net External Financing (277,941.05)

Total Sources of Funds (45,249.84)$

Uses of Funds:

Funds Used for Construction - Less AFUDC -$
Funds Used for Plant Additions & PHFU 13,965.63
Other - Direct Credits to Retained Earnings (4,303.91)
Funds Used for Non-Utility Plant Additions 4,380.80

Total Uses of Funds 14,042.52$

Net Increase or (Decrease) in Cash & Cash Equivalents (59,292.36)$

Cash and Cash Equivalents End of Period 1,753,213.70$



EXHIBIT B 

CURRENT AND PROPOSED RATES 



West Coast Gas Company, Inc.
Current and Proposed Rates

Residential Mather -Schedule 2 Mather -Schedule 3

Current Rates Current Rates Current Rates
Monthly Customer 
Charge: 3.47$            18.53$          18.53$          

Volumetric Charges Baseline Excess Summer Winter Summer Winter
Procurement - $/Therm 0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      
Distribution - $/Therm 0.42754       0.66551       0.76194       0.76194       0.41374       0.55030       
Total Volumetric Rate 1.01443$      1.25240$      1.34883$      1.34883$      1.00063$      1.13719$      

Proposed Rates Proposed Rates Proposed Rates
Monthly Customer 
Charge: 3.74$            19.98$          19.98$          

Volumetric Charges Baseline Excess Summer Winter Summer Winter
Procurement - $/Therm 0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      
Distribution - $/Therm 0.50681       0.76337       0.86733       0.86733       0.49193       0.63916       
Total Volumetric Rate 1.09369$      1.35026$      1.45422$      1.45422$      1.07882$      1.22605$      

Castle -Schedule C-1 Castle -Schedule C-2 Castle -Schedule C-3

Current Rates Current Rates Current Rates
Monthly Customer 
Charge: 18.53$          18.53$          138.96$        

Volumetric Charges Summer Winter Summer Winter Summer Winter
Procurement - $/Therm 0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      
Distribution - $/Therm 0.45905       0.58758       0.27780       0.35335       0.23411       0.29731       
Total Volumetric Rate 1.04594$      1.17447$      0.86469$      0.94024$      0.82100$      0.88420$      

Proposed Rates Proposed Rates Proposed Rates
Monthly Customer 
Charge: 19.98$          19.98$          149.82$        

Volumetric Charges Summer Winter Summer Winter Summer Winter
Procurement - $/Therm 0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      0.58689$      
Distribution - $/Therm 0.54078       0.67935       0.34536       0.42682       0.29826       0.36640       
Total Volumetric Rate 1.12767$      1.26624$      0.93225$      1.01371$      0.88515$      0.95329$      
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PREPARED DIRECT TESTIMONY  
OF

RAYMOND J. CZAHAR, CPA 

ON BEHALF of WEST COAST GAS COMPANY 

Introduction 

Q1. Please state your name and business address. 

A1. My name is Raymond J. Czahar.  My business address is 9203 Beatty 

Drive,  Sacramento, CA 95826. 

Q2. By whom and in what capacity are you employed? 

A2. I am employed by West Coast Gas Company (WCG) as its Chief Financial 

Officer.

Q3. On whose behalf are you appearing here today? 

A3. I am appearing on behalf of WCG.  

Rate Increase Request and Other Issues. 

Q4. What is the purpose of your testimony? 

A4. WCG is requesting that its bundled gas rates be increased by 7.81% or  

$146,805.81 based on a 2013 test year that will produce an 8.20% return 

on its 2013 CPUC jurisdictional rate base.  WCG is requesting the 
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Commission increase the allowance of uncollectible accounts. In addition, 

WCG is requesting that the Commission allow the Company to file 

“attrition year” adjustments, via advice letter filings, to the rates 

established for the test year 2013, for the attrition years 2014 and 2015, 

and 2016.  Finally, WCG is requesting that the Commission allow it to file 

a new general rate case in April, 2016, using a 2017 test year. 

I am WCG’s only witness in this proceeding and therefore I am 

responsible for all the information and data presented in the Application. 

Exhibit 1, attached to this testimony, contains, the supporting workpapers 

(an excel Workbook containing 25 worksheets). All the information, data 

and calculations contained in Exhibit 1 were prepared by me or under my 

direction.

Compliance with Prior General Rate Case Decisions 

Q5.  Has WCG previously sought an increase in its non-procurement base 

rates?

A5.  Yes.  WCG was granted an overall rate increase of 9.49% in Decision No. 

08-11-010 issued on November 6, 2008, based on a 2009 test year.

Decision No. 08-11-010 required WCG to make to eliminate plant held for 

future use from its rate base WCG has complied with all the requirements 

of Decision No. 08-11-011. 
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Description of WCG’s Gas Distribution Operations 

Q6. Please provide a brief description of WCG gas distribution operations. 

A6. As stated above, WCG began gas distribution operations at Mather, which 

is located in Sacramento County, April 1997.  Operations began at Castle, 

which is located in Merced County, in 1998.  

 WCG’s Mather service territory contains approximately 80 commercial 

customers and nearly 1,300 residential customers.  There are two 

separate gas distribution systems at Mather.  One system serves the 

industrial area and the other system serves the housing area which 

contains 1,300 residential gas customers.  Gas sales at Mather totaled 

approximately 1 million therms for the recorded calendar year 2011.  At 

the date WCG began operation at Mather there were about 30 commercial 

customers and gas sales were 200,000 therms per year.  There were no 

residential gas customers.  Lost or unaccounted for gas exceeded 30% of 

the total gas delivered to Mather.

In 1998 the abandoned military housing at Mather was demolished and 

construction began on 1,271 new single-family homes.  Most of the new 

residences were completed and occupied between 2002 and 2004.   

WCG has installed new mains, services and meters in the industrial area 

of Mather and replaced major portions of the distribution mains, installed 
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more than 20 main-line valves and replaced every service line, riser, 

regulator and meter in the housing area.  In addition, WCG has 

constructed a new regulation station, metering station at the point on 

interconnection with PG&E in the housing area and installed a new 

modern cathodic protection in both the housing and commercial areas of 

Mather.  As a result of WCG efforts and investments, the gas distribution 

system at Mather has been modernized and made safe and reliable.

At Castle, WCG has made similar investments in mains, meters and 

regulators and installed a new modern cathodic protection system.

The total gas load at Castle has increased from 175,000 therms per year 

in 1998 to 640,000 for the recorded year 2011. 

Q7. Does WCG have any other gas distribution operations? 

A7. Yes. WCG has installed a metering and regulation station and a 3.5 mile 

distribution main to serve a single customer, the Federal Prison at Herlong 

California in Lassen County.  All of WCG facilities at Herlong are located 

within the boundary of a Federal enclave, the Seirra Army Depot. 

Test Year Cost of Service Summary 

Q8. Have you prepared a cost-of-service study? 
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A8. Yes.  Sheet 1 of Exhibit 1 contains the results of my analysis of WCG’s 

CPUC jurisdictional results of operations (RO) for the 2013 test-year at 

current and proposed rates.   Operating revenues and expenses exclude 

procurement costs, franchise fees and uncollectible accounts as well as 

Public Purpose Program costs.

Q9.  What are the expected results-of-operation for the forecasted test-year 

2013 at current rates? 

A9. The forecasted results of operation for the test year show that at current 

rates WCG will not earn a return on rate base.  In fact, the expected return 

on rate base will be a slight negative 0.9% (Sheet 1 page 2 of 2 Column 

M).  Therefore, base rate revenue, at current rates, will be sufficient to 

cover WCG test year operating expenses but they are not sufficient to 

produce a return on the capital invested in its CPUC jurisdictional gas 

distribution operations. 

Q10. Briefly describe the method used to determine the 2013 test-year results 

of operations (RO). 

A10. In general, the basis for test-year revenue, expenses and average rate 

base is the recorded year 2011 adjusted for known changes (Sheet 1, 

Page 1 of 1, Column D). The adjusted recorded year 2011, at current 

rates, is then used to forecast the RO for the year 2012 (2008 Pro Forma).

Recorded and adjusted 2011 operating expenses were escalated at 

1.75% to produce the 2012 Pro Forma RO (Sheet 1, Page 1 Column G). 
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 The RO for 2012 is adjusted in order to allocate certain common expenses 

and a portion of rate base to non-jurisdictional operations (Sheet 1, Page 

1 Column L).  The adjusted 2012 operating expenses were escalated at 

2.00% to produce 2013 test year RO (Sheet 1, Page 1 Column M) at 

current rates. 

Q11. How is the remainder of your testimony organized? 

A11. The remainder of my testimony deals primarily with the development of 

the 2013 test year RO as follows: 

  Sales and Revenue  

  Operating Expense 

  Rate Base 

  Results of Operations at Current Rates 

  Cost of Capital and Return on Common Equity 

  Results of Operations at Proposed Rates 

  Proposed Rate Design 

  Un-collectables 

  Attrition Year Filings 

 My testimony also addresses rate setting for the years following the 2013 

test year, commonly called the attrition years.  WCG has requested that it 

be allowed to file is next general rate case in April, 2016 for a 2017 future 

test year.  This would place WCG in a four year ratemaking cycle. 
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 WCG is requesting that it be allowed to make attrition year filings for the 

attrition years 2014, 2015 and 2016.

Sales and Revenues 

Q12. What is the basis for the therms sales forecast used in preparing the 2013 

test year RO? 

A12. The 2013 therm sales forecast is the average annual recorded therms 

sales for years 2008 through 2011. Sheet 3 of the workpapers contains 

the recored and forecasted therm sales by rate schedule for the recorded 

years 2008 through 2011 and the forecasted years 2012 and 2013.

Q13. How do the therm sales forecast used in the 2013 test year forecast 

compare with the therm sales used in the 2009 test year forecast? 

A13. Actual therm sales and revenue have been far below the estimate used in 

the 2009 test year. 

Operating Expenses 

Q14. Please briefly explain your overall approach to forecasting test year 

operating expenses. 

A14. Our development of test year 2013 operating expenses, excluding capital 

related operating expenses such as depreciation expense, property taxes 

and income taxes, begins with the recorded year 2011 (Sheet 1, column A 

of Exhibit 1).   Certain adjustments are made to the recorded 2011 results 
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in order to eliminate franchise fees, uncollectibles and income taxes paid 

and to normalize 2011 expenses for known changes.          

 The next step is to make adjustments to the normalized 2011 expenses to 

incorporate changes expected in the pro forma year 2012 (Column F of 

Sheet 1 of Exhibit 1).  For example, the normalized 2011 operating 

expenses are escalated at 1.75%. These 2012 adjustments are added to 

the normalized 2011 results to produce the 2012 pro forma (Column G).

Further adjustments are then made to the 2012 pro forma. 2012 Operating 

Expenses are escalated a 2.00% and certain operating expenses and a 

portion of the common plant are allocated between CPUC jurisdictional 

and non-jurisdictional operations (Sheet 1, Exhibit 1, Column L). The 

result is CPUC jurisdictional 2013 test year RO at current rates (Sheet 1, 

Exhibit 1 Column M).

Q15. Explain the reasons for allocating certain operating expenses to non-

jurisdiction operations as shown in Column K of the RO on Sheet 1 of 

Exhibit 1. 

A15. WCG charges all direct labor and direct non-labor costs to its non-

jurisdictional operations.  However, certain costs such as supervisory 

labor, billing and accounting and general plant expenses are common 

costs.  Allocation factors are used to allocate these common costs to non-
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jurisdictional operations.  The allocation factors, along with billing 

determinants are contained in Sheet 14 of Exhibit 1. 

Q16. What is your source for the 2012 1.75% and the 2013 2.00% escalation 

rates used in your study? 

A16. The 1.75% value is that used in WCG’s 2012 attrition year filing and the 

2.00% assumption comes from a Value Line publication which is a publicly 

available source for forecasted economic data. 

   

Rate Base 

Q17. How was the test year rate base calculated? 

A17. Sheet 2 of Exhibit 1 contains a summary of the test year rate base and 

each component of rate base.  Sheet 2 also shows the allocation of 

general plant and Contributions in Aid of Construction to non-jurisdictional 

operations.  Test year gross plant and the accumulated reserve for 

depreciation were developed in Sheets 9 and 10 and summarized in 

Sheet 8. Test year 2013 jurisdictional average rate base is $1,054,943. 

Q18. Describe the process you used to determine the test year depreciation 

expense and the reserve for accumulated depreciation. 

A18. Sheet 9 of the Workbook presents recorded plant additions for the years 

2008 through 2011 and forecasted plant additions for the pro forma year 

2012 and test year 2013.  Annual depreciation on the existing and 
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forecasted plant additions for 2012 and 2013 is contained on Sheet 10 

along with the accumulated reserve for depreciation.  Recorded and 

normalized 2011 depreciation expense totaled $108,375, 2012 

depreciation expense is expected to total $113,499 and test year 

depreciation expense is estimated at $116,060 (Exhibit 1, Sheet 10).

Test Year Results of Operations at Current Rates 

Q19. What is the forecasted CPUC jurisdictional test year 2013 net operating 

income and return on rate base at current rates? 

A19. Test year base rate operating revenues will total $931,555 (Sheet 1, page 

1 of 2, Column M) and test year operating expenses total $941,074 (Sheet 

1, page 2 of 2, Column M) at current rates.  Therefore, net operating 

income, at current rates, will be a negative $9,519 (Sheet 1, page 2 of 2, 

Column M).  The forecasted return on the test year rate base will be a 

negative 0.90%. 

Cost of Capital 

Q20. How was WCG’s weighted average cost of capital determined? 

A20. Sheet 17 of Exhibit 1 contains WCG’s capital structure, embedded cost of 

long-term debt capital, and weighted average cost of capital based on a 

10.00% return on common equity invested in CPUC jurisdictional 

operations.  WCG has no debt capital.   In WCG’s last general rate case 

an imputed 30% debt capital assumption was agreed to in the settlement 
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agreement.  WCG will continue to input a 30% debt capital ratio in 

calculating it weighted cost of capital.  WCG’s estimated allowance for 

common equity is 10.0%. Therefore, WCG’s weighted cost of capital and 

required return on rate base is 8.20%. 

Results of Operations at Proposed Rates 

Q21. Given the test year 2013 RO, what level of rate increase is required to 

produce an 8.20% return on rate base? 

A21. Sheet 20 contains the calculation of the test year return on rate base and 

common equity at current and proposed rates.  The required base rate 

increase required to produce a 8.20% return on common equity is 

$146,805.81.

Rate Design 

Q22.  How do you propose to allocate the test year rate increase among 

customer classes and rate schedules? 

A22. We are proposing that the overall 7.81% increase in rates be allocated to 

all customers on an equal basis.   That is, all customer charges and the 

per therm distribution changes would increase by 7.81%. 
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Q23. How much of the total increase in rates would be allocated to residential 

customers and how would the average monthly residential bill change 

under your rate design proposal? 

A23. Sheet 23 in the Exhibit 1 shows the typical monthly residential gas bill 

under current and proposed rates.   The average monthly residential bill 

would increase from $43.84 to $47.26 or $3.43 per month.  Approximately 

34% or $50,390 of the required annual increase would be borne by 

residential customers (Sheet 22). 

Q24. Have you prepared any analysis that would justify the allocation of the rate 

increase among customer classes and rate schedules? 

A24. Yes.  I prepared an analysis based on the embedded-cost method.  The 

embedded-cost method, which relies on historical accounting costs as 

opposed to marginal costs, is probably the most appropriate method to 

allocate costs directly to customer classes given the simplicity of the 

WCG’s utility function (distribution only) and the fact that there are three 

physically separated and independent distribution systems (two at Mather 

and one at Castle).  In addition, WCG maintains its Uniform System of 

Accounts accounting records with separate sub-accounts for distribution 

plant-in-service and associated book depreciation for Mather and Castle.  

This accounting practice facilitates the embedded-cost method. I have 

documented each step in the embedded cost allocation process, as well 
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as the billing determinants, cost allocation factors and work-order cost 

analysis, in the supporting workpapers. 

Q25. What was the key result produced by your cost study? 

A25. Sheet 18 of the Exhibit 1 shows the return on rate base by rate schedule 

at current rates. Every rate schedule, except for the residential rate 

schedule, shows a positive return.  The negative return for the residential 

rate schedule and the magnitude of the pre-tax operating loss accounts for 

nearly all the revenue shortfall in the test-year.  This result is not surprising 

given the fact that residential customers are served by a nearly new 

distribution system with only four or five years of book depreciation taken 

on assets with an average book life of 30 years and the relatively low gas 

usage per residence. 

 Based on these results, one could conclude that the majority of the 

proposed rate increase should be collected from residential customers.

Never the less, WCG proposes to allocate the rate increase on an equal 

percentage basis to all customers, resulting in about one-third of the 

proposed rate increase being assigned to residential customers.

Q26. Have you documented your rate design proposal, proposed rates and 

proof of revenue at the rates proposed? 

A26. Yes, Sheet 25a of Exhibit 1, contains the proof of revenue at current rates 

and Sheet 26b contains proof of revenue at proposed rates.  Each rate 
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schedule, showing each element of the rate structure and the revenue 

produced by each rate schedule, is contained in these Sheets along with 

test-year billing determinants that were developed in Sheet 14.  

Franchise Fees and Un-collectibles 

Q27. Describe the franchise fees that WCG is subject to and rate of 

uncollectible accounts. 

A27.  The only franchise fee that WCG billing is subject to is a 2.5% franchise 

fee paid to the County of Merced for all billings at its Castle operations.

There are no franchise fees levied on billings at Mather.  Sheet 25 shows 

that uncollectible accounts have averaged 0.2184% of total billing for the 

three year period 2009 through 2011.  The current uncollectible accounts 

rate is 0.1160% Therefore, we request that the Commission allow an 

FF&U rate for Mather of .2184% and for Castle, the FF&U rate will be 

2.7184%.

Attrition Years 2010 and 2011 

Q28. Please explain your understanding of “attrition” in general and WCG’s 

proposal for attrition year adjustments.

A28. Attrition is the year-to-year decline in a utility’s earnings caused by 

increased costs that are not offset by increased rates or sales. In order to 

provide the utility with a reasonable opportunity to earn is authorized rate 

of return during years between general rate cases, the Commission has 

adopted attrition rate adjustments. The Commission’s traditional attrition 
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mechanism, the ARA, provides for an advice letter filing just prior to the 

start of the attrition year.  WCG requests that the Commission authorize 

implementation of a post test year ratemaking mechanism for the attrition 

years 2014, 2015 and 2016.  We propose that the same mechanism that 

was agreed in WCG last GRC be continued in the future. 

Q29. Does this conclude you prepared testimony? 
A29. Yes. 
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