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ALJ/RAB/lil  PROPOSED DECISION   Agenda ID #11936 
               Ratesetting 
 
Decision     

 
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 12-05-006 
(Filed May 4, 2012) 

 
 
 

DECISION ADOPTING A SETTLEMENT AGREEMENT  
INCREASING RATES BY $101,570 

 

1. Summary 

West Coast Gas Company (WCG) is a public utility furnishing gas services 

to the Mather and Castle service areas, which are located in the Sacramento area 

of California. 

On May 4, 2012, WCG filed a test year 2013 general rate case application 

for its gas distribution operations requesting a $146,806 increase for gas 

distribution operations at the Mather and Castle service territories; a 7.81% 

increase to overall rates, or a 15.93% increase to base rates currently authorized 

by the Commission.  The Division of Ratepayer Advocates (DRA) filed a protest 

to WCG’s application.  On October 23, 2012, DRA submitted its Report on the 

Results of Operations for West Coast Gas Company, General Rate Case, Test 

Year 2013 (DRA Report) which, among other things, recommended an increase 

in revenue requirement for WCG totaling $61,614, representing a 3.27% increase 

over rates currently authorized by the Commission. 

On December 3, 2012, representatives from DRA and WCG (the Parties) 

agreed on a settlement which provides for a $101,570 increase in WCG’s base 
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revenue requirement (5.39% increase to overall rates, or 10.98% increase to base 

rates). 

2. Summary of Settlement Conditions 

The Parties agree that this Settlement Agreement resolves the issues raised 

in this general rate case.   

West Coast Gas Company (WCG) and the Division of Ratepayer 

Advocates (DRA) were in disagreement with respect to the following issues: 

1. WCG recommends using the average of four years of recorded 
therm sales to determine test year 2013 therm sales; DRA 
recommends using the average of five years of recorded therm 
sales to determine test year 2013 therm sales. 

2. WCG recommends use of WCG’s actual recorded 2011 
operating expenses as the basis for test year 2013 operating 
expenses; DRA recommends use of an imputed five year 
(2007-2011) average of operating expenses to arrive at its 2011 
basis for developing 2013 test year operating expenses, with the 
exception of Federal Energy Regulatory Commission (FERC) 
Accounts 920 and 926, where DRA relies on recorded 2011 
expenses but with modifications. 

3. WCG recommends that the forecast of test year health care 
benefits costs be based on a 5% escalation rate; DRA 
recommends that test year health care benefits costs be based on 
Global Insight’s forecasted health care benefits escalation rate of 
3.4% in 2012 and 4.4% in 2013 (from the HIS Global Insight Cost 
Planner First-Quarter 2012). 

4. WCG recommends an uncollectible accounts rate of 0.2184%, 
based upon the average uncollectible accounts rate experienced 
in 2009, 2010, and 2011; DRA calculated its recommended 
uncollectible accounts rate of 0.1643% rate, using data for the 
years 2005, 2006, 2007, 2008, 2009, and 2010. 

5. WCG recommends an average 2013 rate base of $1,054,953; 
DRA recommends an average test year rate base of $1,005,277. 

6. WCG recommends a return on equity of 10.0%; DRA 
recommends a return on equity of 8.50%. 
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7. WCG recommends an attrition year adjustment mechanism 
based on the test year 2013 adopted base rate revenue 
requirement adjusted by the change in the Consumer Price 
Index (CPI) for the attrition years 2014, 2015, and 2016; DRA 
recommends the same attrition year mechanism except that a 
0.5% productivity adjustment be deducted from the change in 
the CPI for the attrition years 2014, 2015, 2016. 

WCG and DRA have resolved the contested issues as follows: 

1. Adopt DRA’s proposed test year 2013 therm sales forecast. 

2. Adopt a compromise position of WCG’s proposal and DRA’s 
recommendation for test year 2013 operating expenses, as 
follows: 

a. A 2013 forecast of $363,383 for distribution operations 
expenses, which is equal to WCG’s forecast of $363,436 
adjusted for a minor change in the allocation of expenses to 
non-jurisdictional operations; 

b. A 2013 forecast of $65,933 for distribution maintenance 
expenses, which is a compromise between WCG’s forecast 
of $76,380 and DRA’s forecast of $46,876; 

c. DRA’s 2013 forecast for customer accounting expenses, 
equal to $105,705; and  

d. A 2013 forecast of $263,383 for administrative & general 
(A&G) expenses, which is equal to WCG’s forecast of 
$264,587 less DRA’s $1,204 adjustment for health care 
benefit costs (i.e., using Global Insight’s health care-related 
escalation rates of 3.4% in 2012 and 4.4% in 2013). 

3. Adopt DRA’s proposed allowance for uncollectible account 
value of 0.1643% for test year 2013 and the three succeeding 
attrition years. 

4. Adopt a test year rate base of $1,019,759 (which corrects DRA’s 
recommendation to remove $49,676 in 2010 gas plant additions 
for the Federal Prison which is under CPUC jurisdiction and not 
FERC jurisdiction). 
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5. Adopt DRA’s proposed 8.50% return on equity and 7.15% rate 
of return. 

WCG Cost of Capital for 2013-2016 

Description DRA and WCG Agreement 

Component 

 (a) 

Ratio 

(b) 

Rate 

(c) 

Wtd. Cost 

(d=b*c) 

Long-Term Debt 30.00% 4.00% 1.20% 

Common Equity 70.00% 8.50% 5.95% 

Total 100.00%  7.15% 

 

6. Adopt a post test-year ratemaking mechanism for the attrition 
years 2014, 2015, and 2016.  The attrition year adjustments to 
revenue requirements for years 2014, 2015, and 2016 will be 
calculated based on the simple average of the forecasts of 
changes in the CPI as published by Value Line and Global 
Insight in the month and on the day closest to July 1 of the year 
before the attrition year, and will be reduced by DRA’s 
recommended productivity adjustment factor of 0.50%  The 
attrition year adjustments will be implemented by advice letter 
filing prior to commencement of each attrition year. 

In recognition of the settlement reached between WCG and DRA, 

Attachment A to the Settlement Agreement sets forth the following further 

information:  (1) a comparison of the revenue requirements requested by WCG 

with the revenue requirements recommended by DRA; (2) a comparison of Test 

Year 2013 Results of Operations as recommended by WCG and DRA; (3) Test 

Year 2013 Results of Operations, assuming that the proposed settlement between 

WCG and DRA is adopted, resulting in a base revenue increase of $101,570 and a 

return on equity of 8.50%; (4) a table showing the impact of the proposed 

settlement on revenue requirement; and (5) a summary of total revenue, 
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assuming the Settlement Agreement is adopted, showing a uniform increase in 

all WCG’s rate schedules of 5.39%. 

WCG and DRA agree that the overall increase in rates should be allocated 

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

therm distribution changes would increase by 5.39% with the exception of 

California Alternate Rates for Energy (CARE) residential customers (4.31%).  

Attachment B to the Settlement Agreement reflects the impact of a 5.39% rate 

increase upon WCG’s residential rates, demonstrating an anticipated increase of 

$2.36 in the average monthly residential bill. 

3. The Proposed Settlement is Reasonable  

in Light of the Record, Consistent with the  

Law and Precedent, and in the Public Interest 

3.1. The Applicable Legal Standard 

The standard of review for settlement agreements is set forth in 

Rule 12.1(d) of the Commission’s Rules of Practice and Procedure, which states as 

follows: 

The Commission will not approve settlements, whether 
contested or uncontested, unless the settlement is reasonable 
in light of the whole record, consistent with law, and in public 
interest. 

The proponents of a settlement have the burden of demonstrating that the 

settlement satisfies Rule 12.1(d). 

The Commission favors the settlement of disputes.  This policy supports 

many goals, including reducing the expense of litigation, conserving scarce 

Commission resources, and allowing parties to reduce the risk that litigation will 

produce unacceptable results. 
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3.2. The Proposed Settlement is Reasonable  

in Light of the Record 

A Proposed settlement is reasonable if it saves the Commission significant 

expenses and use of its resources, when compared to the risk, expense, 

complexity, and likely duration of further proceedings, while still protecting the 

public interest.  Generally, the parties’ evaluation should carry material weight in 

the Commission’s review of a settlement.  Here, the parties’ evaluation of the 

issues leading to settlement are based on the factual record developed by the 

parties, contained in the application, DRA’s protest, and the joint statement of 

facts agreed to in the Settlement Agreement.  This settlement was negotiated by 

the settling parties in good faith.  The settlement is reasonable because it 

effectively addresses the specific issues raised by the record and is consistent 

with the law and precedent. 

3.3. The Proposed Settlement is Consistent  

with the Law and Precedent 

The parties agree that the Settlement Agreement is consistent with existing 

law.  The parties are unaware of any conflict with any other provisions of law, 

and believe the provisions of the settlement are consistent with State law. 

3.4. The Proposed Settlement is in the  

Public Interest 

The Settlement Agreement is in the public interest because it reduces the 

risk of unacceptable results for the public.  It lowers the requested rate increase 

by over 30% and significantly lowers the attrition years adjustments. 

4. Categorization and Need for Hearings 

In Resolution ALJ 176-3293 dated May 10, 2012, the Commission 

preliminary categorized this application as Ratesetting, and preliminary 

determined that hearings were necessary.  Because no hearings are required on 
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the Settlement Agreement, the hearings determination is changed to state that no 

evidentiary hearings are necessary. 

5. Waiver of Comment Period  

Pursuant to Rule 14.6(b), all parties stipulated to waive the 30-day public 

review and comment period required by Section 311 of the Public Utilities Code 

and the opportunity to file comments on the proposed decision.  Accordingly, 

this matter was placed on the Commission’s agenda directly for prompt action. 

6. Assignment of Proceeding 

Michel Peter Florio is the assigned Commissioner and Robert Barnett is the 

assigned Administrative Law Judge in this proceeding. 

Findings of Fact 

1. DRA’s proposed test year 2013 therm sales forecast is reasonable and is 

adopted. 

2. A 2013 forecast of $363,383 for distribution operations expenses is 

reasonable and is adopted. 

3. A 2013 forecast of $65,933 for distribution maintenance expenses is 

reasonable and is adopted. 

4. DRA’s 2013 forecast for customer accounting expenses, equal to $105,705 is 

reasonable and is adopted. 

5. A 2013 forecast of $263,383 for A&G expenses is reasonable and is adopted. 

6. DRA’s proposed allowance for uncollectible account value of 0.1643% for 

test year 2013 and the three succeeding attrition years is reasonable and is 

adopted. 

7. A test year rate base of $1,019,759 is reasonable and is adopted. 
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8. DRA’s proposed 8.50 % return on equity and 7.15% rate of return is 

reasonable and is adopted. 

WCG Cost of Capital for 2013-2016 

Description DRA and WCG Agreement 

Component 

 (a) 

Ratio 

(b) 

Rate 

(c) 

Wtd. Cost 

(d=b*c) 

Long-Term Debt 30.00% 4.00% 1.20% 

Common Equity 70.00% 8.50% 5.95% 

Total 100.00%  7.15% 

 

9. A post test-year ratemaking mechanism for the attrition years 2014, 2015, 

and 2016 is reasonable and is adopted.  The attrition year adjustments to revenue 

requirements for years 2014, 2015, and 2016 will be calculated based on the 

simple average of the forecasts of changes in the CPI as published by Value Line 

and Global Insight in the month and on the day closest to July 1 of the year before 

the attrition year, and will be reduced by DRA’s recommended productivity 

adjustment factor of 0.50%  The attrition year adjustments will be implemented 

by advice letter filing prior to commencement of each attrition year. 

10. A base revenue increase of $101,570 is reasonable and is adopted. 

11. The overall increase in rates should be allocated to all customers on an 

equal basis.  That is, all customer charges and the per therm distribution charges 

will increase by 5.39% with the exception of CARE residential customers (4.31%).  

Attachment B hereto reflects the impact of a 5.39% rate increase upon WCG’s 

residential rates, demonstrating an anticipated increase of $2.36 in the average 

monthly residential bill. 
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Conclusions of Law 

1. The proposed Settlement Agreement (Attachment A hereto) is reasonable 

in light of the record, consistent with the law and precedent, and in the public 

interest, and should be adopted. 

2. The rates and charges set forth in Attachment B to the Settlement 

Agreement are reasonable. 

3. Hearings are not necessary. 

 
O R D E R  

 
IT IS ORDERED that: 

1. The Settlement Agreement between West Coast Gas Corporation and the 

Division of Ratepayer Advocates filed on December 3, 2012 and attached to this 

decision as Attachment A is approved. 

2. West Coast Gas Company shall file its rate schedule as set forth in the 

Settlement Agreement in Attachment A on five-day notice to the public. 

3. The hearing determination is changed to no hearings necessary. 

4. It is the responsibility of West Coast Gas Corporation to adhere to all 

Commission rules, decision, General Orders and statutes including Pub. Util. 

Code § 451 to take all actions “…necessary to promote the safety, health, comfort 

and convenience of its patrons, employees, and the public.” 

5. Application 12-05-006 is closed. 

This order is effective today. 

Dated      , at San Francisco, California. 
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(END OF ATTACHMENT A)
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(END OF ATTACHMENT B)




