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Resolution G-3282.  West Coast Gas Incorporated (WCG) requests authority to revise its tariff schedules and Preliminary Statement.  WCG also requests authority to add Tariff Rule 19 regarding California Alternate Rates for Energy for qualified customers.  WCG’s proposed revisions are approved.  In addition, WCG submits its Results of Operation analysis in response to Decision 98-07-078.  WCG’s proposal not to revise rates to reflect its results of operations at this time is approved.  

By Advice Letter 3-G filed March 15, 2000.

By Advice Letter 4-G filed March 15, 2000.


_______________________________________________________________

SUMMARY

Advice Letter (AL) 3-G requests the following:  

· Authorization to restructure West Coast Gas’s (WCG) rates from a single part volumetric rate to a two-part volumetric procurement and transportation rate.

· Addition of a California Alternate Rates for Energy (CARE) Residential Service Tariff Schedule, and a reduction in tariff schedule rates for residential service.  

· Reduction of currently effective rates for two small commercial customers in the Wherry housing area.  

· Elimination of purchased gas cost balancing account language and revision of other Preliminary Statement language to reflect the elimination of this account.  

· Addition of Rule 19-California Alternative Rates for Energy for Individual Residential Customers and Submetered Tenants of Master-Metered Customers.  

We approve all of WCG’s requests.  However, we note that WCG’s current rates on Tariff Schedule 3 reflect periodic changes in procurement and transportation costs since March 1, 1998.  WCG has changed rates with each change in gas supplier rates without Commission authorization.  WCG must file an advice letter for each future rate change.  

Advice Letter 4-G submitted WCG’s Results of Operations (RO) report in response to a Commission order in D.98-07-078 requiring WCG to file for a general rate case review by March 30, 2000.  WCG’s RO report indicates that rates could be increased based on a 10.6% return on equity.  However, WCG is deferring a rate increase at this time since it believes demand will be increasing at Mather Field in the coming years.  As noted above, we approve WCG’s proposed rates in AL 3-G, but we require WCG to apply for its next general rate case review by April 1, 2002 for test year 2003 when WCG expects to begin to collect its full cost of service.  

BACKGROUND
Changes in Tariffs

WCG is a small gas utility which provides gas utility service to customers at the former Mather Air Force Base.  

Decision (D.)97-04-084, (slip opinion, p. 30) ordered WCG as follows:

“Prior to implementing service, MFU
 shall file proposed tariffs to show rates no higher than those presently assessed by the Air Force Conversion Agency for industrial area customers at Mather Field, and rates no higher than those currently assessed by PG&E for customers in the Wherry housing areas.”  

“Prior to implementing service, MFU shall file pro forma tariffs for review by the Commission’s Energy Division for form and consistency with General Order 96-A.”  

“After incorporating such revisions as the Commission’s Energy Division recommends, MFU may file its tariffs by Advice Letter.”

In Advice Letter 2, effective March 1, 1998, WCG filed tariffs to show that its rates were no higher than those then assessed at Mather Field by the US Air Force or by PG&E.  AL 2 provides the most recent rate schedules authorized by the Commission.  

In AL 3-G WCG proposes to change the single part volumetric rate form for both summer and winter rates to two part volumetric procurement and transportation rate schedules applicable to its customers.  The following Tariff Schedules would be revised:  

1
RESIDENTIAL SERVICE

2
GAS SALES TO SMALL NONRESIDENTIAL CUSTOMERS 

4
GAS SALES TO LARGE NONRESIDENTIAL CUSTOMERS  

WCG indicates that it currently has no large commercial customers.  WCG hooked up its first residential customers in May 2000.  

WCG informed the Energy Division that WCG’s gas supplier, SCANNA Energy Trading, LLC, procures and ships WCG’s gas from the Canadian border to WCG’s City Gate
.  From WCG’s City Gate, PG&E ships the gas to WCG’s meter.  WCG’s proposed procurement rates reflect SCANNA’s charges.  WCG’s proposed transportation rates reflect the sum of costs of PG&E’s and WCG’s services.  

AL 3-G would lower the rates of Tariff Schedule 1, RESIDENTIAL SERVICE, and the rates of Tariff Schedule 3, GAS SALES TO SMALL NONRESIDENTIAL CUSTOMERS WHERRY – CAPE HART AREA below current levels.  WCG estimates a total revenue reduction of $10,370.
  However, the proposed rates include an increase in the summer rate of Tariff Schedule 3 over that of AL 2, effective March 1, 1998, the most recent rate authorized by the Commission.  

AL 3-G states that it complies with D.97-04-084 by charging rates for these two customers, served under Tariff Schedule 3, no higher than those Pacific Gas and Electric Company (PG&E) charges for similar service.  

WCG informed the Energy Division that Tariff Schedule 3 rates followed PG&E’s GNR-1 schedule rate that changed monthly.  

D. 97-04-084 (slip opinion, p. 30) ordered WCG to set rates in its industrial area no higher than those assessed by the Air Force Conversion Agency.  AL 3-G proposes to reduce the rate level by 5 percent below the level charged by the U.S. Air Force in the Industrial Area.  

AL 3-G also introduces Tariff Schedule 1A, RESIDENTIAL CARE PROGRAM SERVICE,
 for customers meeting the eligibility and certification criteria set forth in its proposed Rule 19.  D.89-07-62 and D.89-09-044 established the Low-Income Ratepayer Assistance program and D.94-12-049 revised and re-named the program to CARE.

WCG proposed no changes in total summer and winter rates for Tariff Schedule 2, GAS SALES TO SMALL NONRESIDENTIAL CUSTOMERS not applicable to customers in the Wherry-Cape Hart area who were WCG customers on June 1, 1997, or for Tariff Schedule 4, GAS SALES TO LARGE NONRESIDENTIAL permanent-load customers at Mather Field.  

AL 3-G would revise WCG’s preliminary statement to eliminate purchased gas cost balancing account language.  

Results of Operations

D.97-04-084 ordered WCG to file a general rate case review by August 1998.  As a result of WCG’s petition for modification, D. 98-07-078 ordered WCG to file its general rate case review by March 30, 2000.  

On March 15, 2000, WCG filed Advice Letter 4-G which provides a Results of Operations report that WCG asserts is in compliance with D. 98-07-078 (slip opinion, p. 5).  The report shows 1999 recorded data, and 2000, 2001 and 2002 forecast data.  

In its work papers WCG says it was and will be operating at a level less than required to earn a return on equity of 10.60 %.  The Commission found a return on equity of 10.60 % to be reasonable for Pacific Gas and Electric and San Diego Gas & Electric companies in D.99-06-057 (slip opinion, p. 70).  WCG points to that 10.60 % return on equity as a reasonable level of return on equity that it should be allowed to earn.  

WCG proposes to reduce rates by 5 % from the level charged by the U. S. Air Force in the Industrial Area and to charge the two customers in the Wherry Housing Area rates equivalent to those charged by PG&E for similar gas service.  WCG’s rates are not based on its Results of Operations analysis.  

NOTICE
Notice of AL 3-G and AL 4-G was made by publication in the Commission’s calendar and by mailing copies of the filing to PG&E.  

PROTEST

There were no protests of either AL 3-G or AL 4-G.

DISCUSSION

Revision of Tariff Schedules

WCG’s proposed two-part rate structure would reflect WCG’s procurement cost in the Tariff Schedules separately from transportation rates.
  Such a structure would readily and separately show and explain changes in rates due to procurement and to transportation costs.  We will approve WCG’s proposed change in rate structure.  

WCG’s introduction of its new Tariff Schedule 1A, RESIDENTIAL CARE PROGRAM SERVICE complies with Commission policy and we will approve this new tariff.  

WCG’s proposed tariff sheets show a reduction in the summer rate for Tariff Schedule 3 below the rate currently charged.  The proposed summer rate of $0.59233 is 4.16 percent below the current rate.  However, the current summer rate of $0.61802 is 8.8 percent, over the currently authorized rate of $0.56803.  WCG informed the Energy Division that Tariff Schedule 3 summer rates were changed monthly to track the rates PG&E charged under its Tariff Schedule GNR-1 (Gas Service to Small Commercial Customers).  

WCG explained that as long as Tariff Schedule 3 rates were below those assessed by PG&E, WCG considered itself in compliance with D.97-04-084 and felt no need to apply for additional authority to increase Tariff Schedule 3.  Tariff Schedule 3, Summer Rates, have been increased, through periodic rate changes, to a level about 8.8 percent over that approved by AL 2 effective March 1, 1998.  However, General Order 96-A, Section VI. prohibits a utility from increasing rates without an advice letter filing.  

In the future WCG should file an advice letter requesting authorization for each rate change it wants to implement.  The advice letter should include documentation showing changed costs to WCG and work papers showing the development of WCG’s rates.  For procurement related rate changes, WCG should file an advice letter on the first of each month to become effective that month.  

WCG proposed a new Tariff Schedule 1A RESIDENTIAL CARE PROGRAM SERVICE for individually metered single family premises, including those in a multifamily complex, and to separately metered areas in a multifamily complex.  WCG proposed a revision to Rule 19 entitled “California Alternative Rates for Energy for Individual Residential Customers and Submetered Tenants of Master-Metered Customers” that  would include Eligibility, Certification and Re-certification requirements.  WCG’s Tariff Schedule 1A and Rule 19 proposals are in compliance with D. 89-07-062, D.89-09-044, and D.94-12-049, and should be approved.  
WCG’s proposed revision to its Preliminary Statement to eliminate purchased gas cost balancing account language is reasonable since a balancing account would serve no useful purpose here.  A balancing account would be necessary for unpredictable and substantial changes in rates of several suppliers.  There is only one supplier, SCANNA.  WCG knows SCANNA’s rate by the end of the first week of the month and can file an AL to request a rate change.  WCG has ample time to file advice letters for such changes.  We will approve this revision.  

Results of Operation
D.97-04-084 (slip opinion, p. 30) ordered a general rate case review for WCG one year after it commenced service at Mather Field.  With AL 4-G, WCG submitted a Results of Operations analysis for recorded year 1999 and forecast years 2000, 2001, and 2002 in response to that order.  WCG’s analysis, based on a return on equity of 10.60 percent
, would support rates higher than those requested.  We agree.  However, WCG chooses to maintain rates at or below those charged by the Air Force Conversion Agency and PG&E, as ordered by D.97-04-084.
  

WCG expects that over the next few years, gas load at Mather Field will increase.  WCG expects to begin collecting its full cost-of-service sometime during 2003.  Since WCG has chosen to defer a potential rate increase, we will defer our detailed review to the WCG’s 2003 test year when WCG should earn a higher return.  

General Rate Case

The Commission will set rates as determined by a cost of service analysis.  Rate increases for reasons, other than for changes in procurement costs, should be supported by the normal cost of service analysis and a rate design showing how rates are developed.  

We will order WCG to submit its next general rate case review, no later than April 1, 2002, for test year 2003.  When WCG submits its next general rate case review, we will expect complete work paper support, including support for its rate design.  

COMMENTS

The proposed resolution of the Energy Division in this matter was mailed to the parties on June 20, 2000 in accordance with PU Code 311(g).  Comments were filed by________ on _________.  Replies were filed by _________ on __________.  

FINDINGS:

1. D.97-04-084 ordered WCG to file tariffs showing rates no higher than those assessed by the Air Force Conversion Agency and by PG&E.  

2. WCG maintained its rates at or lower than the Commission’s prescribed levels, but periodically increased the summer rates of two commercial customers served under WCG’s Tariff Schedule 3 in violation of General Order 96-A, section VI.  

3. WCG should comply with General Order 96-A by filing an advice letter for any future rate change.  

4. It is reasonable to order WCG to file a general rate case no later than April 1, 2002 for test year 2003.  

5. Since WCG did not base its proposed tariff changes on the results of operations analysis submitted, and since that analysis would have supported higher rates, WCG’s advice letter 4-G should be approved.  We will defer our general rate case review until test year 2003.  

6. WCG’s proposal to restructure summer and winter rates into procurement and transportation components will provide greater price transparency for rate changes and should be approved.  

7. WCG’s proposed Tariff Schedule 1A RESIDENTIAL CARE PROGRAM SERVICE and Rule 19 comply with Commission decisions and should be approved.

8. WCG’s request to revise its preliminary statement to eliminate purchased gas cost balancing account language is reasonable and should be approved.  

THEREFORE IT IS ORDERED that:

1. Advice Letter 3-G is approved.  

2. Advice Letter 4-G is approved.  

3. WCG shall file an advice letter with revised tariffs for any procurement changes on the first of each month to become effective that month.  

4. No later than April 1, 2002 WCG shall file an application for general rate case review for test year 2003.  

5. This resolution is effective today.  

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on July 20, 2000; the following Commissioners voted favorably thereon:


`





________________________








WESLEY M. FRANKLIN








    Executive Director

�Mather Field Utilities, Inc. (MFU), now West Coast Gas, Inc. 


� WCG’s City Gate is off PG&E's Redwood Path Backbone Transmission Line at the Yolo/Colusa County line near Dunnigan, 22 miles from WCG’s meter.


� WCG stated to the Energy Division that it did not serve residential customers as of the date of filing, but commenced serving residential customers in May 2000.  Revenue projections are based on 300 new homes in year 2000 and 200 more homes per year through 2002.  WCG reduced its forecast to 200 homes in year 2000 based on weather delays.


� Current rates are those charged as of March 15, 2000.  Authorized rates are those approved by AL 2, effective March 1, 1998.  


� WCG states that it does not seek a CARE balancing account.


� WCG’ transportation rates include PG&E’s transportation and WCG’s distribution costs.  


� The Commission has not yet established an authorized rate of return for WCG.  


� WCG’s proposed rates are 5 percent lower than the level charged by the U. S. Air Force in the Industrial Area and equivalent to those charged by PG&E for similar gas service to the two customers in the Wherry Housing Area and are not based on its Results of Operations analysis.  
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