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RESOLUTION

Resolution G-3335.  West Coast Gas Company (WCG) requests an exemption from a provision of Resolution G-3282 requiring WCG to file an application for a general rate review by April 1, 2002.  WCG filed its general rate case by advice letter instead.  WCG requests no rate increase at this time.  WCG’s requests are approved.  

By Advice Letter 49-G filed on April 3, 2002. 

__________________________________________________________

Summary

This resolution approves a deviation from Resolution G-3282, which requires that West Coast Gas (WCG) file an application for a general rate case review by April 1, 2002.  WCG is allowed to file its general rate case review by advice letter.  

This resolution also approves WCG’s proposal to maintain rates at their current level.  WCG’s cost-of-service showing indicates that it would need to increase rates by 12.8% to earn a 9.43% rate of return.  

Background

WCG operates gas distribution facilities at the former Castle and Mather Air Force Bases.  

In Resolution G-3282, ordering paragraph (OP) 4, we ordered WCG to file an application for a general rate case review for test year 2003, by April 1, 2002.  

West Coast Gas submitted Advice Letter 49-G on April 1, 2002 in response to Resolution G-3282, OP 4.  Advice Letter 49-G provides WCG’s cost-of-service estimate for the year 2003.  

Advice letter 49-G states that WCG would have to increase its rates by an average of 12.8% to earn a full return on investment in 2003 assuming a 9.43% rate of return.  WCG requests that the Commission authorize WCG to maintain gas base-rates at the current authorized levels for all customer groups for the following reasons:    

· WCG made significant investment in residential gas distribution plant at Mather, in recent years, and expects that residential gas use in 2004 and 2005 will begin to provide a reasonable contribution to margin at current rates.  

· The annual level of investment in gas distribution plant will decrease dramatically in 2004 and 2005 from current levels after completion of residential housing units at Mather.  

· WCG expects that there will be continued load growth in the years beyond 2003.  The addition of only a few commercial customers will have a beneficial impact on WCG’s financial position.  

· All the required rate increase would come from residential customers, according to WCG.  

After Advice Letter 49-G was filed, the Energy Division notified WCG that Resolution G-3282 specifically required the company to file an application for its general rate case review.  

On April 17, 2002 WCG requested an exemption from the provision of Resolution G-3282 that requires WCG to file a general rate case application.  

Notice 

Notice of Advice Letter 49-G was made by publication in the Commission’s Daily Calendar.  WCG states that a copy of the Advice Letter was mailed and distributed in accordance with Section III-G of General Order 96-A. 

Protests

No protest was filed.  

Discussion

WCG responded to a provision of Resolution G-3282 requiring WCG to file a general rate increase review.  With Advice Letter 49-G, WCG filed a detailed cost-of-service report.  The Energy Division has thoroughly reviewed WCG’s cost-of-service report, and believes that it fairly represents WCG’s reasonable 2003 revenues and expenses.  WCG’s report indicates that, in order to earn a 9.43% rate of return, it would need to increase rates by an average of 12.8% for its Castle and Mather districts.  WCG’s estimate is based on its forecast of 2003 gas throughput.  However, WCG expects that throughput will significantly increase in 2004 and 2005.  Therefore, WCG is not requesting a rate increase at this time, preferring to depend on future load growth to provide a full rate of return.  WCG opted for rate stability, a proposal that is in the public interest.  

Although Resolution G-3282 required WCG to file an application for a general rate case (GRC) review, WCG filed its GRC review by advice letter.  WCG requested an exemption from that Resolution’s requirement for a general rate case review by application.  

WCG’s total forecasted 2003 revenues would be only $1,282,147 if it increased its rates to earn a 9.43% rate of return.  At current rates, WCG estimated that its 2003 revenues will be $1,136,606. 

In view of the small size of WCG’s operations, and because WCG is not requesting any rate increase at this time, we will grant WCG a deviation from Resolution G-3282, but we will require that WCG submit a results of operation report by April 1, 2005.  WCG should note that General Order 96-A requires that a request for a rate increase may be by advice letter only if a utility’s annual revenues are less than $750,000.  

Comments

This is an uncontested matter in which the resolution grants the relief requested.  Accordingly, pursuant to PU Code 311(g)(2), the otherwise applicable 30-day period for public review and comment is being waived and this matter will be placed on the Commission’s agenda for prompt action.  

Findings

1. WCG filed Advice Letter 49-G in response to Resolution G-3282, which ordered WCG to file for a general rate case review.  

2. WCG would have to increase its rates by 12.8% to earn a 9.43% return on investment in 2003.  

3. WCG proposes to maintain gas base-rates at the current authorized levels for all customer groups.  

4. It is reasonable to order WCG to file for a general rate review, supported by a results of operation report, by April 1, 2005.  

5. It is reasonable to grant WCG a deviation from Resolution G-3282, and allow WCG to file its 2003 cost-of-service review by advice letter.  

6. It is reasonable to adopt WCG’s proposal to maintain gas base rates at the current authorized levels. 

Therefore it is ordered that:

1. West Coast Gas’ request for a deviation from Resolution G-3282, OP 4, is approved.  

2. West Coast Gas shall file an advice letter for a general rate review, supported by a results of operation report, by April 1, 2005.  

3. West Coast Gas shall maintain gas base rates at current levels.  

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 June 27, 2002; the following Commissioners voting favorably thereon:
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