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DECISION APPROVING SETTLEMENT
Summary

We review and approve an all-party settlement of this
Commission-ordered investigation into a 2012 fatality at the decommissioned
Kern Power Plant. The accident occurred during demolition of an unused fuel
oil tank by a subcontractor of Pacific Gas and Electric Company (PG&E). The
settling parties are staff from the Commission’s Safety and Enforcement Division,
PG&E and Bayview/Hunters Point Community Legal. The settlement requires
PG&E to implement, on a company-wide basis, a Corrective Action Plan that
includes a Contractor Safety Program and an Enterprise Causal Evaluation
Standard. In addition, the settlement imposes penalties on PG&E shareholders
totaling $5,569,313. These penalties consist of $3,269,313 in ratemaking offsets
that benefit customers and $2,300,000 in fines payable to the state’s General
Fund. The parties have met their burden to establish that the settlement is
reasonable in light of the record, consistent with law and Commission precedent,
and in the public interest.

1. Background

A tragic accident occurred on June 19, 2012 at the decommissioned Kern
Power Plant owned by Pacific Gas and Electric Company (PG&E). During
demolition of an unused fuel oil tank by a PG&E subcontractor, a construction
worker was injured and subsequently died of those injuries.

The Commission issued this Order Instituting Investigation, Order to Show
Cause and Notice of Hearing (OII) on August 28, 2014, based on an investigation
and report by the Electric Safety and Reliability Branch (ESRB) of the
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Commission’s Safety and Enforcement Division (SED).1 The OII seeks to assess
PG&EFE’s liability for the accident at the Kern Power Plant and to determine all
appropriate remedies, including corrective action designed to minimize or
prevent reoccurrence.

2. Procedural Issues

Following the issuance of the OlI, the assigned Administrative Law Judge
(AL]J) set a prehearing conference (PHC) for September 24, 2014. The PHC was
held as scheduled. The assigned Commissioner attended and voiced his concern
about the accident and his view that PG&E should review its practices on a
company-wide basis. PG&E and SED announced that they had met and
conferred a few days earlier and had agreed to explore settlement. The assigned
Commissioner and ALJ granted the parties” request to be allowed additional time
for settlement discussions and directed them to serve a joint, procedural status
report by e-mail on November 3, 2014.

On October 1, 2014, Bayview/Hunters Point Community Legal (BHP
Community Legal) filed a motion requesting party status and concurrently filed
a notice of intent to claim intervenor compensation (NOI). The motion was
unopposed and by e-mail ruling filed October 20, 2014, the AL] granted party
status with leave to participate within the scope and schedule.

On November 3, PG&E and ESRB e-mailed their status report to the ALJ
and service list. The status report included a detailed proposal for continuing

negotiations, identifying milestone dates and corresponding activities. On

1 ESRB filed a public version of its report in this docket on September 5, 2014. The report is
entitled Investigation Report of the June 19, 2012 Fatality at the Kern Power Plant Owned by Pacific
Gas and Electric Company (referred to in this scoping memo as ESRB Report or Report).
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November 19, 2014, the assigned Commissioner filed a scoping memo, which set
forth the scope, schedule, and other matters pursuant to Pub. Util. Code
§1701.1(b) and Rule 7.3(a) of the Commission’s Rules of Practice and Procedure
(Rules). Among other things, the scoping memo identified the ESRB Report as
Exhibit ESRB-1, received the Report in evidence, and directed the parties to serve
an additional, joint status report by e-mail no later than December 5, 2014. On
December 4, the parties e-mailed the second status report to the ALJ and service
list. The status report stated that during December 2014 the parties would notice
and hold a settlement conference under Rule 12.1(b) of the Rules. On
December 9, 2014, the AL] filed a ruling on BHP Community Legal’s NOL
Thereafter, SED, PG&E and BHP Community Legal executed a settlement
and, on February 11, 2015, jointly filed a motion requesting approval of the
settlement agreement they attached as Appendix A to their motion.2 By ruling
filed on March 23, 2015, the ALJ directed the parties to amend their motion to
explain how the settlement complies with Commission precedent for evaluating
penalty proposals. On April 10, 2015, the parties timely filed an amendment.

3. Standard for Review

Rule 12.1(d) of the Commission’s Rules of Practice and Procedure
(Commission Rules) sets forth the standard for approval of settlements and

governs our review here: “The Commission will not approve settlements,

2 The settling parties’ motion reports that SED and the Division of Occupational Safety and
Health of the California Department of Industrial Relations (known as Cal/OSHA) also are
investigating a 2013 incident at the Kern Power Plant, which is not at issue in this OII. That
separate incident, on August 3, 2013, concerns injury to several members of the public during
the scheduled implosion of steam boilers. The motion states Cal/ OSHA “cited the independent
contractor for violations of Cal/OSHA standards and did not cite PG&E.” (Motion of the Settling
Parties for Approval of Settlement Agreement [February 11 Joint Motion] at 3, footnote 1.)
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whether contested or uncontested, unless the settlement is reasonable in light of
the whole record, consistent with law, and in the public interest.”

If a settlement requires payment of a penalty, the Commission has
examined the reasonableness of the penalty provisions against criteria adopted in
Decision (D.) 98-12-075: (1) physical harm; (2) economic harm; (3) harm to the
regulatory process; (4) the number and scope of violations; (5) the utility’s actions
to prevent a violation; (6) the utility’s actions to detect a violation; (7) the utility’s
actions to disclose and rectify a violation; (8) the need for deterrence;

(9) constitutional limit on excessive fines; (10) the degree of wrongdoing; (11) the
public interest; and (12) consistency with precedent. (See D.98-12-075, 84 CPUC
2d at 188-190, recently applied in D.14-08-009.3)

4. Discussion

4.1. Overview

The assigned Commissioner’s scoping memo affirms the following six
issues for review, the same issues originally identified in the OII's preliminary
scoping memo:

e PG&E’s role in the June 2012 incident;

e PG&E’s compliance with state laws, general orders,
regulations and rules including, without limitation, Public
Utilities Code Section 451;

e Whether any of PG&E’s acts or omissions contributed to
the incident;

3 D.14-08-009 approved settlements between SED and Southern California Edison Company
(SCE) in two incidents involving electrical equipment failures, referred to as the “Acacia
Avenue triple electrocution incident in San Bernardino County” and the “2011 Windstorm.”
The settlements require SCE shareholder payments of $24.5 million, total, consisting of

$15 million in fines and $9.5 million in meaningful remediation.
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e What actions PG&E has taken, or should take, to prevent
another incident from occurring;

e The necessary breadth of those actions, including whether
they should be area-specific or system-wide; and

e Any fines or penalties that the Commission believes should
be imposed on PG&E for any possible violations that are
proven as a result of this investigation. (Scoping memo at
2-3, quoting Oll at 6.)

The February 11 joint motion asserts that the all-party settlement
reasonably resolves each of these issues and asks us to find the settlement is in
the public interest. We attach the settlement, entitled Settlement Agreement and
Corrective Action Plan of Pacific Gas and Electric Company, to today’s decision as
Appendix A. Organizationally, the comprehensive settlement consists of text
numbering pages 1-21, signatory pages 22-23, and five attachments:

Attachment 1, Summary of Where SED Conclusions and Recommendations are
Addressed in the Settlement Agreement; Attachment 2, PG&E Contractor Safety
Standard; Attachment 3, PG&E Contractor Safety Program Standard Contract
Requirements; Attachment 4, PG&E Enterprise Causal Evaluation Standard; and
Attachment 5, Settlement Agreement Action Items and Due Dates.

The settlement is built upon PG&E’s acknowledgement that established
law, as set forth in Snyder v SCE, 44 Cal.2d 793, 799-801 (1955), prohibits it from
delegating to an independent contractor responsibility for compliance with
Commission safety rules and regulations governing activities that are a necessary
part of its business as an owner and operator of utility facilities. There is no
dispute that PG&E hired Cleveland Wrecking Company (Cleveland) to demolish
the Kern Power Plant or that the tragic accident occurred. PG&E admits it lacked
expertise in power plant demolition and therefore sought to transfer primary

responsibility for safety and safety oversight to Cleveland. Among other things,

-6-
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PG&E also admits it did not verify the safety data provided by the contractor
(the data was inaccurate) and its on-site representative did not have formal
training in safety management and risk assessment. Moreover, following the
accident, PG&E failed to promptly initiate its own root cause analysis. In
December 2012 PG&E hired Bureau Veritas to conduct a root cause analysis of
the incident and in March 2013 PG&E provided that report to SED.

The settlement provisions include forward-looking, enterprise-wide
reforms, collectively termed a Corrective Action Plan, together with
shareholder-financed penalties for the past events that gave rise to this OIIl. The
shareholder penalties, totaling $5,569,313, consist of fines and ratemaking
disallowances; we discuss the penalties further, below. The Corrective Action
Plan includes a Contractor Safety Program and an Enterprise Causal Evaluation
Standard, both described in great detail in the settlement and summarized
below. In the parties’” view, the Corrective Action Plan “will significantly
improve the way PG&E manages contractor safety across the company” and will
ensure thorough investigation of any serious safety incidents that do occur, as
well as appropriate corrective actions, “to significantly reduce the risk of similar
incidents in the future.” (February 11 Joint Motion at 2.) The parties agree that
all of these remedies appropriately address the three conclusions* and eleven

recommendations’ in the ESRB Report.

4 Section 7 of the ESRB Report sets out ESRB'’s three conclusions:
e 7.1 PG&E failed to actively manage and oversee work performed by contractors, accept

responsibility for work conducted on PG&E facilities, review contractor work plans, and
ensure the safety of workers at the jobsite. (Exhibit ESRB-1 at 9.)

Footnote continued on next page
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e 7.2 PG&E failed to adequately evaluate and rank contractor qualifications, including the
contractors’ own safety data and programs. (Exhibit ESRB-1 at 10.)

e 7.3 PG&E failed to conduct and submit a timely and comprehensive root cause analysis to
ESRB. (Exhibit ESRB-1 at 11.)

5 Section 8 of the ESRB Report makes the following eleven recommendations:

1.PG&E should submit to ESRB, and implement, a corrective action plan to address not only
the recommendations below, but also the deficiencies described in the Conclusions,
Section 7 of this report.

2.PG&E should accept and acknowledge responsibility for work activities performed on
PG&E-owned and/ or operated facilities, whether PG&E employees or contractors perform
the work.

3.PG&E should change its procedures to encourage and support thorough investigations,
routinize root cause analysis and implement effective corrective actions before directed to
do so by ESRB or the CPUC.

4. PG&E should shift its safety approach from one where litigation risks impede data
collection and dissemination. Abundant and accessible data is critical to risk assessment
and mitigation activities.

5.PG&E should develop mechanisms to share safety incident data and lessons learned from
root cause analyses and incident investigations across PG&E’s Lines of Business.

6.PG&E should conduct a risk assessment of all work plans, including revisions, for hazards,
risks and necessary mitigations. The PG&E staff or team selected to do this must be
qualified to perform such work and should make use of experts as appropriate.

7.PG&E should require contractors to provide an onsite safety officer for significant projects,
one that is formally trained in safety management and risk assessment to provide adequate
oversight. PG&E should evaluate the training qualifications of those officers.

8.PG&E should provide a trained PG&E onsite safety officer, formally trained in safety
management and risk assessment, to provide oversight for all significant projects.

9.PG&E should revise its contractor program to require that in the event of an incident,
bidders agree to fully engage contractor staff in PG&E’s root cause analysis efforts to
identify improvements to PG&E contractor management and other programs to reduce the
likelihood of similar incidents in the future.

Footnote continued on next page
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The parties describe the comprehensive Corrective Action Plan developed
in this docket as advancing “industry leading, enterprise-wide safety programs.”
(February 11 Joint Motion at 22.) Though the settlement does not concern the
2013 incident at the Kern Power Plant referenced in footnote 2 of today’s
decision, section 2.5 of the settlement indicates implementation of the Corrective
Action Plan may resolve many of the issues stemming from that accident. SED’s
forthcoming report on the 2013 incident (outside of this docket) will recommend

how that incident should be resolved.

4.2. Settlement Components

4.2.1. Corrective Action Plan’s Contractor
Safety Program

Section 2.2 of the settlement requires PG&E to implement a Contractor
Safety Standard. As noted previously, Attachment 2 to the settlement contains
the current form of the Contractor Safety Standard. The settlement states that if
PG&E properly implements and maintains the Contractor Safety Standard, then
“this element of the overall Corrective Action Plan will resolve SED’s associated
conclusions and recommendations in its Investigation Report.” (Appendix A at

12 [Settlement, section 2.2(f)].)

10. PG&E should ensure that its employees receive adequate root cause analysis training to
ensure implementation of an effective and comprehensive root cause analysis program, one
that seeks to identify procedural or other changes to reduce safety risks. At minimum,
PG&E should expand its root cause analysis training program to include all project
management and safety staff. PG&E should also consider some level of training for front
line staff who, because of their involvement in or knowledge of an incident, may contribute
to the identification of improvements to reduce the likelihood of future incidents.

11. PG&E should implement any other corrective actions needed to respond to the BV [Bureau
Veritas] root cause analysis findings and recommendations. (Exhibit ESRB-1 at
13-14.)
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The Contractor Safety Standard that includes the following five elements:

Safety standards for pre-qualification of contractors. PG&E
will evaluate and verify the safety records of contractors
and subcontractors before hiring them for work of high
and medium risk (these risk levels are defined in
Appendix A to the Contractor Safety Standard). PG&E
may use a third-party evaluator but acknowledges that it
retains responsibility for the integrity and accuracy of the
process. PG&E will provide quarterly status updates to
SED until full implementation of the program at the end of
2016.

Standard safety contract terms. PG&E will revise its
standard contract terms to enhance the safety provisions
for high and medium risk contracts. As specified in the
settlement, the revised terms recognize the paramount
importance of safety and more clearly and completely set
out contractor obligations for training, inspection and
insurance and for stopping work when necessary. The
revised terms also specify PG&E's rights to designate
additional safety precautions, stop work, terminate a
contractor for compliance failures, review work plans, etc.

Safety oversight of contractors. On an enterprise-wide
basis and for all high or medium risk work, PG&E will
develop contractor oversight procedures tailored to its
specific business needs, will require contractors to provide
a project-specific safety plan, and will specify the level of
direct safety oversight. PG&E will audit implementation
of the oversight procedures through periodic field
observations and will provide the audit results to SED.

Post-project safety Evaluations. At the conclusion of
contracts for high and medium risk work, PG&E will
conduct post-project safety evaluations, flag problematic
contractors, and incorporate all evaluations in future
contract award decisions.

-10 -
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PG&E'’s Safety, Health and Environment Department
Assessment and Oversight. This PG&E department will
assess and oversee implementation on an ongoing basis.

Effective Date. The Contactor Safety Standard in
Attachment 2 to the settlement will become effective on the
date that a Commission decision approving the settlement
become final and non-appealable. PG&E must review the
Contactor Safety Standard at least annually and may revise
the standard within the terms of the settlement, at its
discretion. PG&E will be responsible for full compliance
with the settlement.

4.2.2. Corrective Action Plan’s Enterprise
Casual Evaluation Standard

Section 2.3 of the settlement requires PG&E to implement an Enterprise

Causal Evaluation Standard, sometimes referred to as the Causal Evaluation

Standard. As previously mentioned, Attachment 4 to the settlement contains the

current form of the Causal Evaluation Standard. The settlement states that if

PG&E properly implements and maintains the Causal Evaluation Standard, then

“this element of the overall Corrective Action Plan will resolved SED’s associated

conclusions and recommendations in its Investigation Report.” (Appendix A at

14 [Settlement, section 2.3(b)].)

The Causal Evaluation Standard has five objectives:

Providing enterprise-wide guidance for evaluating the
cause of serious safety incidents (including when to
conduct an evaluation, what type to do, what people are
necessary to the evaluation team, what evaluative methods
should be used, a clear understanding of the evaluation’s
purpose, a process for meaningfully disseminating the
results of the evaluation).

Applying the evaluation standard to near-hit events.

-11 -
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e Developing a training plan for those people engaged in
causal evaluations, including training on the fundamentals
of causal evaluation.

e Developing detailed causal evaluation guidance tailored to
each line of business within the broader enterprise of
which PG&E is a part.6

e Establishing a Cross Functional Causal Evaluation Review
Committee to review root cause evaluation reports on
trends and performance. The committee also will validate
compliance with the Enterprise Causal Evaluation
Standard, identify areas for improvement.

4.2.3. Shareholder Penalties
The settlement includes fines tied to PG&E’s identified and admitted

failures, as well as penalties in the form of ratemaking adjustments, both to be
borne by PG&E shareholders. The following chart lists each component of the
total shareholder penalty.

Issue Ratemaking Adjustment Fine
Disallowance of Project Costs $344,313 $0
Root Cause Issues $425,000 $50,000
Contractor Oversight $1,500,000 $2,200,000
Contractor Safety Program $1,000,000 $50,000

Subtotal $3,269,313 $2,300,000

Total $5,569,313

(Appendix A at 18 [Settlement, section 2.4(d)].)

6 PG&E’s lines of business comprise the following PG&E organizations: Electric Operations,
Gas Operations, Nuclear, Information Technology, Customers Care and Safety and Shared
Services. Power Generation is now part of Electric Operations.

-12 -




1.14-08-022 ALJ/XJV/ar9 PROPOSED DECISION

Broadly, the root cause issues encompass ESRB’s Conclusion 7.3,
contractor oversight encompasses Conclusion 7.1, and contractor safety program
encompasses Conclusion 7.2. The settlement’s section 2.4 (see Appendix A
at 14-18) recounts all of PG&E’s admissions with respect to each of the three
conclusions in the ESRB Report and we need not repeat them here. As noted
above, PG&E expressly recognizes that in accordance with Snyder v SCE, supra,
its safety responsibility is non-delegable.

In accordance with the penalty provisions, PG&E shareholders will
provide funds totaling $3,269,313 to offset Kern Power Plant decommissioning
projects costs (these are the itemized ratemaking adjustments listed above) and
will pay the itemized fines, totaling $2,500,000, to the state Treasurer on behalf of
the General Fund).

4.2.4. BHP Community Legal’s Concerns
BHP Community Legal, in its motion for party status and its NOI, raised

concerns focusing on sanctions and on subcontractor standards that should
apply to future demolition of the Potrero Hill Power Plant in San Francisco. The
assigned Commissioner’s scoping memo observed that PG&E no longer owns
that plant but directed the parties to meet to discuss BHP Community Legal’s
concerns in the context of any ongoing PG&E obligation or responsibility for the
demolition of the Potrero Hill Power Plant. The parties” February 11 motion
reports that this meeting did occur and that PG&E agreed to apply the
Contractor Safety Program to all work for which it is responsible at both the
Potrero Hill Power Plant and the Hunters Point Power Plant (also in

San Francisco). As already noted, the settlement before us is an all-party
settlement; BHP Community Legal is a signatory to the settlement and a

proponent of the February 11 motion.

-13 -
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4.3. Compliance with Rule 12.1(d)

Rule 12.1(d) of the Commission Rules applies whether settlements are
contested, or like this one, uncontested. Therefore, as Rule 12.1(d) requires, we
must assess this settlement against the record and applicable law and determine
whether it is in the public interest. Because the settlement also imposes penalties
on PG&E shareholders, including fines payable to the General Fund, in
section 4.4 of today’s decision we examine the proposed fines against the criteria
set out in D.98-12-075.

Turning to Rule 12.1(d), we consider the record first, which includes the
evidence provided by ESRB’s Report (Exhibit ESRB-1). The Report specifies
ESRB’s factual basis for concluding PG&E bore responsibility for the incident in
accordance with Snyder v SCE, supra, and other case law. The PG&E admissions
recounted in the settlement substantially concede each of the ESRB Report’s three
conclusions. In addition to $2,300,000 in fines, the settlement provides $3,269,313
in ratemaking offsets to reimburse ratepayers for fuel tank demolition costs and
to fund implementation of the Contractor Safety Program. Thus, the settlement
attempts — successfully in our view —to develop balanced, record-based
shareholder penalties that include meaningful financial sanctions as well as
ratemaking adjustments to directly reduce costs to customers.

We have recognized previously that “[r]lemediation measures are
forward-looking and, if well-designed and properly implemented, can correct
problems in order to minimize or prevent the risk that harm will recur.”
(D.14-08-009 at 7.) That appears particularly apt here, where the parties’
comprehensive efforts have resulted in a far-reaching Corrective Action Plan that
will cause PG&E to implement two new policies, a Contractor Safety Program

and an Enterprise Causal Evaluation Standard, to business operations on a

-14 -
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company-wide basis. The settlement’s Attachments 2, 3, and 4 contain fully
developed standards to implement these policies; each of the standards will be
reviewed regularly and revised as necessary going-forward. Attachment 5
summarizes all implementation deadlines. The three settling parties state: “The
enterprise-wide Corrective Action Plan that will significantly change the way
PG&E manages contractor safety at its job sites and investigates serious safety
incidents.” (February 11 Joint Motion at 1-2.)

The parties” February 11 joint motion, as supplemented by their April 10
amendment, is persuasive. We agree not only that PG&E’s admissions support
the proposed remediation measures and the penalties, but that given the
uncertainties of litigation, both appear to be within the range of probable

outcomes.

4.4. Compliance with D.98-12-075

Before reaching a final determination about whether the settlement should
be approved, we must examine how it complies with the penalty criteria
articulated in D.98-12-075. The parties” April 10 amendment to their joint motion
contains a thorough discussion, which we review below and which persuades us

that the settlement is consistent with D.98-12-075 and should be approved.

4.4.1. Physical and Economic Harm

The parties address these criteria together, given the close relationship
between them. D.98-12-075 defines these criteria as follows:

e Physical Harm - The most severe violations are those that
cause physical harm to people or property, with violations
that threatened such harm closely following.

-15 -
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e Economic Harm - The severity of a violation increases with
(i) the level of costs imposed on the victims of the violation;
and (ii) the unlawful benefits gained by the public utility.
Generally, the greater of these two amounts will be used in
setting the fine. The fact that economic harm may be hard
to quantify does not diminish the severity of the offense or
the need for sanctions. (D.98-12-075, 84 CPUC 2d at 188-
190.)

The 2012 incident at the Kern Power Plant resulted in the death of a
worker. Though no civil claims were made against PG&E, the parties
unreservedly state: “Due to the fatality, the severity of the physical harm and the
level of costs imposed on the victim and his family are high.” (April 10
Amendment at 2.) The parties represent they are aware of no benefit to PG&E.
Their settlement approach acknowledges PG&E’s admission that it did not
prudently manage the demolition contract, puts new contracting standards in
place, and assigns both ratemaking disallowances and fines to the contract
oversight failure.

With respect to calculation of the $2,200,000 fine, the parties state they did
not assign a number of violations or days to the oversight failure. However, they
note that given Pub. Util. Code § 2107’s maximum rate ($50,000 per offense), the
total contractor oversight penalty (ratemaking adjustment plus fine, for a total of
$3,700,000) is financially equivalent to levying a maximum rate penalty for
approximately 74 days, which is three-quarters of the time period between
contract execution and the accident. The ratemaking adjustment of $344,313
quantifies the cost increases attributable to the several-month delay in
completion of the demolition project because of the accident and assigns those
costs to PG&E shareholders. The settlement also assigns to shareholders the

estimated $1,000,000 cost of implementing the Contractor Safety Program.

-16 -
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4.4.2. Harm to the Regulatory Process
D.98-12-075 defines this criterion as:

e Harm to the Regulatory Process - A high level of severity
will be accorded to violations of statutory or Commission
directives, including violations of reporting or compliance
requirements. (D.98-12-075, 84 CPUC 2d at 188-190.)

The parties point out that this incident, though extremely tragic, did not
lead to allegations PG&E had violated Rule 1.1 or other ethical rules or had failed
to meet established reporting or compliance requirements. PG&E admitted it
had not promptly undertaken an independent root cause analysis, though no
Commission-endorsed standard for completing one was operative at the time.
For failure to undertake a timely root cause analysis, the settling parties agreed
upon a combined shareholder penalty of $475,000, with $50,000 of that sum
payable to the state’s General Fund as a fine.

Again, the parties did not specify a number of violations or days to the
root cause analysis failure. However, using Pub. Util. Code § 2107’s maximum
rate ($50,000 per offense) as a measure, the total penalty for root cause issues is
financially equivalent to levying a maximum rate penalty for 10 days, or
alternatively, levying a penalty at the mid-point of the statutory range ($25,000)
for 19 days. The parties also point out that the new Causal Evaluation Standard
in the settlement package establishes a goal for completing root cause
evaluations where none existed - the goal is completion of the analysis within

90 days from the date of the incident.

-17 -



1.14-08-022 ALJ/XJV/ar9 PROPOSED DECISION

4.4.3. The Number and Scope of Violations
D.98-12-075 states:

e Number and Scope of Violations - A single violation is
less severe than multiple offenses. A widespread violation
that affects a large number of consumers is more severe
than one that is limited in scope. For a continuing
violation, Section 2108 counts each day as a separate
offense. (D.98-12-075, 84 CPUC 2d at 188-190.)

This OII addresses a single incident at the Kern Power Plant in 2012. The
2013 incident is not at issue here, though the parties indicate that the broad scope
of the company-wide reforms proposed here -- the Corrective Action Plan,
consisting of both the Contractor Safety Program and the Enterprise Causal
Evaluation Standard -- may influence future resolution of the 2013 incident.
Further, PG&E has agreed as part of this settlement that the Contractor Safety
Program will apply to its remaining work at Hunters Point Power Plant and at
Potrero Hill Power Plant.

Thus, while the parties have not attempted to specify violations or offenses
in this OII, their settlement proposes a comprehensive resolution of the OII that

addresses all of ESRB’s conclusions and recommendations.

4.4.4. The Utility’s Actions to Prevent, Detect,
Disclose and Rectify a Violation, The Need
for Deterrence and The Degree of Wrongdoing

The parties address the next five criteria together given the close
relationship among them. D.98-12-075 defines these criteria as follows:

e The Utility’s Actions to Prevent a Violation - Utilities are
expected to take reasonable steps to ensure compliance
with applicable laws and regulations. The utility’s past
record of compliance may be considered in assessing any
penalty.
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e The Utility’s Actions to Detect a Violation - Utilities are
expected to diligently monitor their activities. Deliberate,
as opposed to inadvertent wrongdoing, will be considered
an aggravating factor. The level and extent of
management’s involvement in, or tolerance of, the offense
will be considered in determining the amount of any
penalty.

o The Utility’s Actions to Disclose and Rectify a Violation
- Utilities are expected to promptly bring a violation to the
Commission’s attention. What constitutes “prompt” will
depend on circumstances. Steps taken by a utility to
promptly and cooperatively report and correct violations
may be considered in assessing any penalty.

e Need for Deterrence - Fines should be set at a level that
deters future violations. Effective deterrence requires that

the size of a fine reflect the financial resources of the utility.
(D.98-12-075, 84 CPUC 2d at 188-190.)

e The Degree of Wrongdoing - The Commission will review
facts that tend to mitigate the degree of wrongdoing as
well as facts that exacerbate the wrongdoing.

The settling parties discuss these criteria with reference to
Snyder v SCE, supra. They acknowledge PG&E’s admissions and its acceptance of
accountability for failure to exercise adequate safety oversight following its own
review of the incident, the analysis by Bureau Veritas and, the ESRB Report. The
settlement takes no position on whether the worker fatality could have been
avoided if PG&E had undertaken more effective safety oversight.

The parties underscore the importance of the Corrective Action Plan,
which addresses all of ESRB’s conclusions and recommendations and which will
apply new contracting and incident evaluation policies, company-wide, to all

PG&E lines of business. The parties point out that they paid great attention to
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the assigned Commissioner’s PHC remarks, which called for review of PG&E's
contracting practices at an organizational level.

On balance, the parties contend, the penalties and the comprehensive
corrective actions reasonably resolve this OlI, given the resource demands of
fully litigating it and the uncertainty of outcome inherent in all litigation. Each
of the major components of the Corrective Action Plan —the Contractor Safety
Program and the Enterprise Causal Evaluation Standard —are complete and

ready to implement, once settlement approval is final.

4.4.5. Constitutional Limit on Excessive Fines
The parties state that this factor is not applicable here and we agree. By

reaching this settlement, the settling parties concur that a total shareholder
penalty of $5,569,313 is not excessive.
4.4.6. The Public Interest
D.98-12-075 defines this criterion as follows:

e The Public Interest - In all cases, the harm will be
evaluated from the perspective of the public interest.

The Commission provided the following guidance in D.13-09-028, which
approved the SCE/SED settlement of the Malibu Canyon Fire:

The public interest is always considered in determining
the size of a fine. Here, we accord great weight to SED’s
judgment that the settlement fine of $20 million is in the
public interest. SED is the public’s representative in
Commission safety enforcement proceedings. It has
extensive experience with both litigated outcomes and
negotiated settlements. SED is intimately familiar with
the facts and circumstances of this case ... Moreover, it
would undermine SED’s ability to negotiate fines if the
counterparty lacked confidence in the Commission’s
willingness to approve the negotiated fine. This
situation would virtually guarantee that every
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enforcement proceeding would be fully litigated,
resulting in an inefficient use of scarce public resources.
[4] For the preceding reasons, we hesitate to second
guess a fine negotiated by SED without good cause. We
see no good cause here. (D.13-09-028 at 39-40.)

The settling parties argue persuasively that these considerations apply
here. They underscore that ESRB, which is a part of SED, investigated the 2012
incident fully and prepared its report before settlement negotiations commenced.
They also assert that the total penalty, including the fines payable to the General
Fund, is based on a fair evaluation of the facts of this case, the resource demands
and uncertainties of litigation, and the significant nature of the other remedies -
the comprehensive corrective actions developed to govern future contracting and
incident evaluation. The parties accurately observe that in approving other
settlements that include negotiated penalties, the Commission has emphasized
that the public interest is served by reducing the expense of litigation, conserving
scarce Commission resources and allowing parties to eliminate the risk of an
unfavorable litigated outcome. (See for example, D.12-11-043 at 7, citing other
precedent.)

4.4.7. Consistency with Precedent
Footnote 3, above, references D.14-08-009, which approved two

settlements between SED and SCE that resolved electrical equipment failures,
one resulting in three fatalities and another resulting in property damage and
great inconvenience to customers over a widespread area. The parties identify
and briefly summarize seven other safety and enforcement settlements:
D.13-09-028 (Malibu Canyon Fire - SCE/SED; D.13-09-026 (Malibu Canyon Fire -
NextG Networks of California, Inc.); D.12-09-019 (Malibu Canyon Fire OII -
Carrier Settlement); D.10-04-047 (Witch, Rice and Guejito Fires involving
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San Diego Gas & Electric Company and Cox Communications); D.06-02-003
(PG&E Mission Substation Fire OlI); D.04-04-065 (SCE Electric Line O&M
Practices OII); and D.99-07-029 (PG&E Vegetation Management).

The settlements are diverse. Several resolved concerns arising from utility
compliance problems that contributed to large power outages and none directly
address Snyder v SCE, supra. As the parties observe, many of these precedents
involved multiple incidents and clear violations of established general orders
and Commission rules, including Rule 1, and the remedies approved are quite
varied. The parties suggest that what is common about almost all of them it that
they “include a mix of fines, shareholder funding of programs and/or cost
disallowances, and remedial action plans” and thus, “demonstrate that such a
packaging of measures is reasonable and in the public interest.” (April 10

Amendment at 11.) They continue:

The Settling Parties have placed great weight on the
prospective safety benefits associated with the
Contractor Safety Program and Enterprise Causal
Evaluation Standard, as opposed to the deterrent effect
of a larger fine, because these programs will establish
new on-going performance standards that will become
part of a more effective, on-going safety and compliance
program at PG&E. SED will continue to monitor
PG&E’s implementation of the programs under the
settlement to ensure these safety benefits are realized.

(Id.)

The settling parties focus, here, on corrective actions has been reasonable
and highly productive. We commend the parties for working together,
cooperatively, to foster meaningful change in PG&E’s approach to contracting
and incident evaluation. Proper implementation of the new, forward-looking

policies and procedures should reduce the risk of serious accidents in the future.
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4.5. Conclusion

We should approve the settlement. After reviewing the settlement and the
parties” support for its approval, we conclude that the settlement is reasonable in
light of the record, consistent with law and precedent, and in the public interest.
The shareholder-funded penalties of $5,569,313, comprised of $3,269,313 in
ratemaking offsets and $2,300,000 in fines, together with the new Corrective
Action Plan for PG&E, which includes the Contractor Safety Program and
Enterprise Causal Evaluation Standard, is a fair and reasonable resolution of this
OIl.

Today’s decision is consistent with the Commission’s longstanding policy
favoring settlement in the public interest and reaffirms that Commission staff
must have reasonable discretion to negotiate settlements when circumstances
warrant. As we have counseled before, however, the settling parties must
explain their rationale, and the public interest therein, for settling on the terms
they then ask us to approve.

5. Categorization and Need for Hearing
The OII categorized this proceeding as adjudicatory and determined that

hearings might be required. No hearings have been held and following the filing
of the uncontested, all-party settlement, we find that no hearings are needed to
resolve this proceeding equitably.

6. Comments on Proposed Decision

The proposed decision in this matter was mailed to the parties in
accordance with Section 311 of the Public Utilities Code and comments were
allowed under Rule 14.3 of the Commission’s Rules of Practice and Procedure.

Comments were filed on . Reply comments were filed on , by
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7. Assignment of Proceeding

Michael Picker is the assigned Commissioner and Jean Vieth is the
assigned AL]J in this proceeding.

Findings of Fact
1. The parties negotiated the settlements after SED had concluded its

investigation and finalized its report about the 2012 Kern Power Plant incident.

2. The settlements are the product of good faith negotiations between the
SED, PG&E and BHP Community Legal.

3. PG&E’s admissions (recounted in the settlement) substantially concede
each of the ESRB Report’s three conclusions: PG&E admits it lacked expertise in
power plant demolition and therefore sought to transfer primary responsibility
for safety and safety oversight to Cleveland; PG&E admits it did not verify the
safety data provided by the contractor (the data was inaccurate) and its on-site
representative did not have formal training in safety management and risk
assessment; PG&E admits it did not promptly initiate its own root cause analysis.

4. PG&E has accepted accountability for failure to exercise adequate safety
oversight following its own review of the incident, the analysis by Bureau Veritas
and, the ESRB Report.

5. The settlement takes no position on whether the worker fatality could have
been avoided if PG&E had undertaken more effective safety oversight.

6. For the purposes of calculating the value of the shareholder penalties,
including ratemaking offsets and fines, the parties did not specify a number of
violations or days of violation for the contracting oversight and root cause
analysis failures. However, the $2,200,000 fine for contract oversight failure is
financially equivalent to levying a maximum rate penalty under Pub. Util. Code

§ 2107 for approximately 74 days, which is three-quarters of the time period
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between contract execution and the accident. The total penalty for the root cause
analysis failure is financially equivalent to levying a maximum rate penalty
under Pub. Util. Code § 2107 for approximately 10 days, or alternatively levying
a penalty at the mid-point range for 19 days..

7. The Causal Evaluation Standard in the settlement package establishes a
goad for completing root cause evaluation where none existed; the goal is
completion of the analysis within 90 days from the date of the incident.

8. Under the facts here, the parties” settlement efforts reasonably focused on
developing a forward-looking Corrective Action Plan to improve safety at PG&E
on a company-wide basis. The Contractor Safety Program and the Enterprise
Causal Evaluation Standard are complete and ready to implement, once
settlement approval is final.

9. Under the settlement, PG&E shareholders bear a total penalty of
$5,569,313, consisting of ratemaking adjustments of $3,269,313 and a fine of
$2,300,000 payable to the state’s General Fund. PG&E agrees to implement, on a
company-wide basis, the new Corrective Action Plan, consisting of the PG&E
Contractor Safety Standard (Attachment 2 to the settlement) and the PG&E
Enterprise Causal Evaluation Standard (Attachment 4 to the settlement). The
combined remedies offer significant value to redress the customer-impacts of the
incident and to provide clear contracting and oversight policies and procedures
going forward.

Conclusions of Law

1. The penalty (ratemaking adjustments and fines), together with the
corrective actions, are within the range of probable outcomes based on Snyder v
SCE, supra, and Commission precedent and are consistent with Pub. Util.

Code § 2107 and D.98-12-075.
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2. The settlement should be approved as reasonable in light of the record,
consistent with law and Commission precedent, and in the public interest, as
required by Rule 12.1(d).

3. The uncontested Motion of the Settling Parties for Approval of Settlement
Agreement, filed February 11, 2015, as amended by Amendment to Motion of the
Settling Parties for Approval of Settlement Agreement, tiled April 10, 2015, should be
granted.

4. Hearings are not needed.

5. The following order should be effective immediately so that the benefits of

the settlement agreement may be obtained expeditiously.

ORDER

IT IS ORDERED that:

1. The settlement among the Safety and Enforcement Division, Pacific Gas
and Electric Company and Bayview/Hunters Point Community Legal, attached
to this order as Appendix A, is approved as reasonable in light of the record,
consistent with law and Commission precedent, and in the public interest.

2. The Motion of the Settling Parties for Approval of Settlement Agreement, filed
February 11, 2015, as amended by Amendment to Motion of the Settling Parties for
Approval of Settlement Agreement, tiled April 10, 2015, is granted.

3. Asrequired under the settlement approved in Ordering Paragraph 1,
Pacific Gas and Electric Company (PG&E) shall pay a fine totaling $2,300,000 to
the State of California General Fund within 30 days from the effective date of this
order. Payment shall be made by check or money order payable to the California
Public Utilities Commission and mailed or delivered to the Commission’s Fiscal

Office at 505 Van Ness Avenue, Room 3000, San Francisco, CA 94102. PG&E
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shall write on the face of the check or money order “For deposit to the State of
California General Fund per Decision XX-YY-ZZZ"” with “Decision XX-YY-ZZZ"
being the Commission-designated number for today’s decision.

4. All money received by the Commission’s Fiscal Office pursuant to
Ordering Paragraph 3 shall be deposited or transferred to the State of California
General Fund as soon as practical.

5. Investigation 14-08-022 is closed.

This order is effective today.

Dated , at San Francisco, California.

_07 -



1.14-08-022 ALJ/XJV/ar9 PROPOSED DECISION

APPENDIX A

Settlement Agreement
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Investigation on the
Commission’s Own Motion into the
Operations and Practices of Pacific Gas and Investigation 14-08-022
Electric Company; Notice of Opportunity for
Hearing; and Order to Show Cause Why the
Commission Should Not Impose Fines and
Sanctions for the June 19, 2012 Incident at the
Kern Power Plant.

SETTLEMENT AGREEMENT AND CORRECTIVE ACTION
PLAN OF PACIFIC GAS AND ELECTRIC COMPANY

In accordance with Rule 12 of the California Public Utilities Commission’s (“CPUC” or
“Commission”) Rules of Practice and Procedure, Pacific Gas and Electric Company (“PG&E”),
the Safety and Enforcement Division of the California Public Utilities Commission (“SED”), and
the Bayview/Hunters Point Community Legal (“BHP Community Legal”) (hereinafter
collectively referred to as the “Settling Parties™) hereby agree to settle and resolve the above-
captioned Order Instituting Investigation (“Kern Power Plant OII”’), on the following terms and
conditions, which shall become effective on the Effective Date (as defined below).

SED is a Division of the Commission charged with enforcing compliance with the Public
Utilities Code and other utility laws, and the Commission’s rules, regulations, orders and
decisions. SED is also responsible for assisting the Commission in promoting public safety.
PG&E is an investor-owned utility subject to the Commission’s jurisdiction under the Public
Utilities Code. BHP Community Legal is a California, nonprofit, public benefit corporation with
a mission of solving injustice by providing legal services for people who live and work in the
Bayview and Hunters Point and adjacent neighborhoods.

PG&E, SED and BHP Community Legal agree to the following terms and conditions as a

complete and final resolution of the Kern Power Plant OII:
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1. BACKGROUND AND PROCEDURAL HISTORY

1.1  PG&E hired Cleveland Wrecking Company (“Cleveland”) to demolish the Kern
Power Plant (“Kern”) located in Bakersfield, California. PG&E owned the facility, which has
been shut-down since 1985. On June 19, 2012, a contract worker was fatally injured while

dismantling an unused fuel oil tank at Kern.

1.2 The Division of Occupational Safety and Health of the California Department of
Industrial Relations (known as Cal/OSHA) investigated the incident, cited the independent

contractor for violations of Cal/OSHA standards and did not cite PG&E.

1.3 SED opened a safety incident investigation to (1) identify potential causal factors;
(2) ensure that PG&E conducted a thorough root cause analysis; and (3) determine corrective
actions that PG&E should take to reduce the risks of similar incidents in the future. The Electric

Safety and Reliability Branch (ESRB) of SED undertook the investigation.

1.4 On June 28, 2012, SED inspected the site and interviewed PG&E and Cleveland’s
staff. SED instructed PG&E to suspend tank demolition and not begin boiler demolition until
PG&E conducted a root cause analysis. SED followed up the inspection with data requests dated

June 29, 2012 and July 6, 2012.

1.5 On November 14, 2012, PG&E provided SED with a report prepared by
Cleveland and its parent company, URS Corporation (“URS”), labeled root cause analysis which
included an updated Demolition Program Enhancement Plan. PG&E also provided SED with an
internal assessment of the process used to select Cleveland, which included corrective actions for

PG&E’s Contractor Safety Program.

1.6 In December 2012, PG&E hired Bureau Veritas (“BV”) to conduct a root cause

analysis of the incident.

1.7 On March 17, 2013, PG&E submitted to SED a root cause analysis of the incident

prepared by BV. Although PG&E disagreed with portions of the cause evaluation in the BV
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report, PG&E believes that the BV report was constructive in suggesting process improvements

for PG&E’s consideration going forward.

1.8 On June 7, 2013, SED allowed PG&E to resume fuel tank demolition. In mid-

June 2013, PG&E’s contractor completed the fuel tank demolition without incident.

1.9  On August 3, 2013, several members of the public were injured, one critically,
during the scheduled implosion of the steam boilers at Kern. SED and Cal/OSHA are

investigating this second Kern incident.

1.10  SED compiled the results of its investigation into the Kern incident in its
“Investigation Report of the June 19, 2012 Fatality at the Kern Power Plant Owned by Pacific
Gas and Electric Company” dated August 2014 (“SED Investigation Report”). In the

Investigation Report, SED found that:

e PG&E failed to actively manage and oversee work performed by contractors,
accept responsibility for work conducted on PG&E facilities, review contractor
work plans, and ensure the safety of workers at the jobsite;

e PGA&E failed to adequately evaluate and rank contractor qualifications, including
the contractors’ own safety data and programs; and

e PG&E failed to conduct and submit a timely and comprehensive root cause

analysis to SED.

The SED Investigation Report also contains eleven recommendations for improvement, which

are summarized in Attachment 1.

1.11  On August 28, 2014, based on the findings in the August 2014 SED Investigation
Report, the Commission issued the Kern Power Plant OII, instituting a formal investigation to
determine if PG&E violated State requirements, Commission rules, general orders or decisions,

or other applicable laws, rules or regulations for (1) failing to maintain a safe system; (2)
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improperly delegating its duty to maintain a safe system to a third party contractor; and (3)

failing to adequately investigate incidents to identify and implement corrective actions.

1.12  The OII ordered PG&E to show cause why the Commission should not make a
finding that PG&E violated California Public Utilities Code Section 451 by failing to furnish and
maintain equipment and facilities to promote the safety of its patrons, employees and the public;
and Decision (D.) 04-04-065 by unlawfully delegating responsibility for safely demolishing the

fuel tanks to an outside contractor.

1.13  The OII informed PG&E that, pursuant to Public Utilities Code Sections 2107 and
2108, the Commission may impose penalties in the amount of $500 to $50,000 per day per
offense. Pursuant to Public Utilities Code Section 2104.5, such penalties shall be payable into
the State Treasury to the credit of the General Fund within 10 days after the decision approving

the Settlement is non-appealable.

1.14  On October 1, 2014, BHP Community Legal filed an unopposed motion for party
status. The Administrative Law Judge granted the motion on October 30, 2014. On October 21,
2014, BHP Community Legal filed a notice to claim intervenor compensation (“NOI”). BHP
Community Legal’s concerns, as stated in its motion and NOI focus largely on the contractor
standards that would govern future demolition and site remediation work at the Potrero Power
Plant and Hunters Point Power Plant in San Francisco. As directed by the Assigned
Commissioner’s November 19, 2014 Ruling and Scoping Memo, PG&E and SED met and
conferred with BHP Community Legal to address their concerns regarding the allegations in the
Kern OII and included BHP Community Legal in settlement discussions. In the course of these
discussions, PG&E clarified the scope of work left to be done by PG&E in connection with the
demolition and site remediation of the Hunters Point Power Plant and Potrero Power Plant,
described the work to be done by contractors, and agreed that the Contractor Safety Program

established in this Settlement Agreement will apply to such work.
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1.15 To address the conclusions and recommendations in the SED Investigation
Report, fully resolve the issues in the Kern Power Plant OII, and avoid the risks and costs of
litigation, SED, BHP Community Legal and PG&E enter into this “Settlement Agreement and

Corrective Action Plan of Pacific Gas and Electric Company” (‘“Agreement’).

2. SETTLEMENT OF ISSUES AND CORRECTIVE ACTION PLAN

2.1 Overview

PG&E acknowledges as an owner and operator of utility facilities that, with respect to
activities that are a necessary part of its business, it cannot delegate responsibility for compliance
with Commission safety rules and regulations to an independent contractor, as set forth in Snyder

v. Southern California Edison Co., 44 Cal.2d 793, 799-801 (1955).

This Agreement sets forth corrective actions, including new and revised programs that
PG&E will implement in response to the conclusions and findings in the SED Investigation
Report. Attachments 2, 3, and 4 to this Agreement contain PG&E’s proposed standards to
implement the corrective actions adopted in the Agreement. SED agrees that the provisions in
this Settlement Agreement and Attachments 2 through 4 provide a sound framework for the
Corrective Action Plan. If properly implemented and maintained, this Corrective Action Plan
will resolve SED’s conclusions and recommendations in the SED Investigation Report. As
PG&E revises and implements these standards, it shall continue to be responsible for full
compliance with this Agreement. The Agreement includes a number of implementation
deadlines for the standards in Attachments 2, 3 and 4. Attachment 5 summarizes these
implementation deadlines.

Nothing in this Agreement, or attachments, shall be interpreted to modify PG&E’s
responsibility to provide a safe system, and to comply with State requirements, Commission

rules, general orders or decisions, or other applicable laws, rules or regulations. PG&E shall
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ensure that other applicable PG&E programs and procedures addressing contractor safety or
causal analysis of Serious Safety Incidents shall be revised to be consistent with this Agreement.
Attachment 1 to this Agreement summarizes SED’s conclusions and recommendations
and provides an overview of where they are addressed in the Agreement.
This Agreement includes a monetary penalty settlement pursuant to Public Utilities Code

Sections 2104.5, 2107 and 2108.

2.2 Contractor Safety Program

PG&E will implement a PG&E Contractor Safety Program Standard (“Contractor Safety
Standard”) that contains the following elements: (a) safety standards for pre-qualification of
contractors; (b) standard safety contract terms; (c) safety oversight of contractors; (d) post-
project safety evaluations and capturing/sharing of lessons learned, and (¢) PG&E’s Safety,
Health and Environment Department assessment and oversight of Line of Business (defined as
Electric Operations, Gas Operations, Nuclear, Information Technology, Customer Care and
Safety and Shared Services) implementation of this standard. The Contractor Safety Program
applies to “high risk” and “medium risk” work, as defined in the Contractor Safety Standard.
The Contractor Safety Standard defines “low risk” work but most of the elements of the
Contractor Safety Program do not apply to low risk work. The current form of the PG&E

Contractor Safety Standard is set forth in Attachment 2 to this Agreement.

(a) Safety Standards For Pre-Qualification Of Contractors

The Contractor Safety Standard establishes minimum requirements for the pre-
qualification of contractors and subcontractors performing work for PG&E. PG&E will pre-
qualify under the Contractor Safety Program its contractors performing high risk and medium
risk work by the end of 2015 and its subcontractors performing high and medium risk work by
the end of 2016. PG&E will provide quarterly status updates to SED on its progress pre-
qualifying contractors and subcontractors in the Contractor Safety Program until the program is

fully implemented by December 31, 2016. The Contractor Safety Program does not apply to
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other utilities, governmental entities or third parties that have rights to perform work on PG&E
facilities under Commission decisions and rules, pursuant to tariffs (e.g., PG&E Electric Gas
Rules 15 and 16 and Electric Rule 201) or under easement/license, franchise, service or other
agreements.

As part of the pre-qualification process, PG&E will institute new practices to verify
contractors’ and subcontractors’ historical safety data. PG&E plans to use an independent third
party administrator to aid in this process. In addition, contractors and subcontractors will be
required to provide their safety, drug/alcohol, and disciplinary programs as part of the pre-
qualification process. The third party administrator will evaluate the safety data as part of the
contractor selection process and will “flag” contractors with performance that is worse than
industry average for that industry classification. Contractors that are “flagged” will either be
disqualified by PG&E or reviewed as part of a governance process that will evaluate business

need, contractor improvement plans and other mitigating factors. The decision to hire a flagged

! Other utilities, governmental entities and applicant installers (or their contractors) have the right under
Commission decisions and rules, pursuant to tariffs, or under easement/license, franchise, service or other
agreements to perform work on PG&E facilities. Examples include: 1) Joint Pole Agreements: All
utilities (including their contractors) have the right to climb the jointly owned pole to reach their wires
and perform work on their infrastructure without notifying any other joint pole owner or occupant; 2)
Undergrounding of Overhead Utilities and Joint Trench of New Ultilities: When installing underground
utility lines or trenching, utilities (including municipal utilities) coordinate work. The trenching work is
typically performed by one of the participating utilities, who may also act as lead in the underground
construction activities and they are responsible for the safe performance of their own work; 3) Franchise
Agreements: When governmental entities perform work in streets or roads, the utility's franchise
agreement requires the relocation of the lines in conflict with the work being performed by the
governmental entity. Rather than having city and utility workers try to work in the same street at the
same time, governmental entities frequently enter into agreements to facilitate and coordinate this work.
Often, the city or its contractor will remove or relocate the other utilities' lines leaving the utilities
responsible for just the reconnections or tie-ins; and 4) Applicant WRO Projects: The relocation of
existing utility lines at the request of a developer or third party is known as Work Requested by Others
(WRO). Existing line extension tariffs (PG&E Electric and Gas Rules 15 and 16 and Electric Rule 20)
allow private developers to install new utility lines and to relocate existing gas or electric distribution
lines on the property under the same rules. The applicant installers, or their contractors, are responsible
for the safe performance of their work while utilities are responsible for just the reconnections or tie-ins.
PG&E Electric and Gas Rules 15 and 16 and Electric Rule 20, http://www.pge.com/tariffs/
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contractor subject to the governance process requires written approval by the Safety, Health and
Environment Department and a director or officer in the Line of Business.

PG&E has currently hired a third party administrator, PICS Auditing, LLC., to manage
the pre-qualification process and to provide an electronic repository of contractor safety pre-
qualification data, although it reserves the right to change third party administrators in the future.

PG&E remains responsible for the performance of its contractor pre-qualification
program whether it is implemented internally or by third parties. PG&E will evaluate the safety
data of the contractor entity that will actually perform the work where such data is available to
the contractor, even if, for commercial purposes, the contract is signed with the parent company.
In RFPs for new contractor services, contractors will be required to provide year-to-date safety
and injury data and data regarding Serious Safety Incidents affecting the public. Because
industry-wide data regarding Serious Safety Incidents affecting the public is generally not
available, PG&E will evaluate such data on a qualitative basis to evaluate where the contractor
should be disqualified from consideration or if additional safety mitigation measures should be
required. Subsequent to the hiring of an independent contractor, PG&E will require the
contractor to annually update employee and public safety data. PG&E will require that bidders
and contractors attest to the accuracy of safety data. PG&E will implement procedures to ensure
that incomplete or missing safety data provided from the contractor is not erroneously recorded
by PG&E as a “0” factor in PG&E’s data base. SED agrees that PG&E’s hiring of a third party
administrator to manage the pre-qualification process does not violate PG&E’s obligations under

Snyder v. Southern California Edison Co., 44 Cal.2d 793, 799-801 (1955); however, it is

PG&E’s responsibility to hire and manage the third party administrator in a prudent and
reasonable manner and in compliance with the Public Utilities Code and applicable Commission

rules, regulations, orders and decisions.

(b) Standard Safety Contract Terms

PG&E will enhance its standard contract terms to address contractor safety. The
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enhanced standard terms will be incorporated into all new high and medium risk contracts (as
defined in the Contractor Safety Standard) entered into after the Effective Date, subject to the
governance process described below. The current form of the PG&E Contractor Safety Program
Standard Contract Requirements is set forth in Attachment 3 to this Agreement. By the end of
2016, PG&E will amend existing high and medium risk contracts to incorporate the enhanced
Contractor Safety Program Standard Contract Requirements, subject to the governance process
described below. Among the enhancements to the Contractor Safety Program Standard Contract
Requirements is that, following a serious public or worker safety incident, the contractor will
conduct a causal evaluation, share the analysis with PG&E, and cooperate and assist with
PG&E’s causal evaluation analysis and corrective actions for the incident, and regulatory
investigations and inquiries, including but not limited to SED’s investigations and inquiries.
In addition, under the Contractor Safety Program Standard Contract Requirements, the
contractor is obligated to:
e Recognize and agree that safety is of paramount importance;
e Perform the work safely and in compliance with PG&E’s Contractor Safety
Program;
e Safeguard persons and property from injury;
e Comply with all applicable federal, state and local laws, rules and regulations,
including all CPUC rules and regulations;
e Train their employees and subcontractors on safety and health rules and
standards;
e Inspect all materials, tools, equipment and facilities for safety;
e Provide at least minimum levels of insurance as required by PG&E’s insurance
department;
e Require that workers be fit for duty and comply with the drug and alcohol

programs of PG&E and applicable regulatory requirements;
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e Stop work as necessary to ensure compliance with safe work practices and

applicable federal, state and local laws, rules and regulations.

Under the Contractor Safety Program Standard Contract Requirements, PG&E has the
right to:

e Designate safety precautions in addition to those in use or proposed by the
contractor;

e Stop work to ensure compliance with safe work practices and applicable federal,
state and local laws, rules and regulations;

e Require the contractor to provide additional safeguards beyond what the
contractor plans to utilize;

e Terminate the contractor for cause in the event of a serious incident or failure to
comply with PG&E’s safety precautions; and

e Review and approve criteria for work plans, which include safety plans.

It may be necessary for PG&E to modify or deviate from the enhanced Contractor Safety
Program Standard Contract Requirements on a case by case basis to address business needs. The
decision to modify or deviate from the enhanced Contractor Safety Program Standard Contract
Requirements in a contractor agreement will be subject to the governance process that requires
approval of the modified terms and conditions by the Safety, Health and Environment
Department and an Officer in the Line of Business. PG&E, however, remains responsible for
implementing and maintaining the Corrective Action Plan set forth in this Agreement and for any

modifications or deviations that it undertakes.

(©) Safety Oversight Of Contractors

The Contractor Safety Standard provides guidance on the roles and responsibilities of
PG&E employees who manage and oversee contractors engaged in high or medium risk work.
Each PG&E Line of Business and organization engaged in high or medium risk work, by the end

of 2015, will develop and approve contractor oversight procedures to implement the Contractor

-10 -
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Safety Standard in a manner that is tailored to address unique business characteristics and needs.
These procedures shall be implemented by the end of 2016.

For high risk work performed by a contractor, the Contractor Safety Standard will require
the contractor to provide a project-specific safety plan for the work to be performed. The safety
plan for such high risk work will address the training qualifications and staffing plans for safety
professionals that the contractor will have overseeing the project. The level of detail of the
safety plans will be sufficient to allow qualified PG&E staff to assess the risk of the project.
Prior to commencement of work by the contractor, PG&E will review the adequacy of the safety
plan, including contractor safety personnel qualifications where applicable, and perform a safety
assessment to evaluate whether additional safety mitigations are required, including whether to
assign PG&E onsite safety personnel. Such review will be conducted by PG&E employees that
are qualified to perform such work or PG&E will engage third party experts as appropriate to
perform the safety analysis. SED agrees that PG&E’s hiring of any such third party experts to
perform the foregoing safety analysis does not violate PG&E’s obligations under Snyder v.
Southern California Edison Co., 44 Cal.2d 793, 799-801 (1955); however, it is PG&E’s

responsibility to hire and manage the third party experts in a prudent and reasonable manner and
in compliance with the Public Utilities Code and applicable Commission rules, regulations,
orders and decisions.

The PG&E Line of Business contractor oversight procedures will specify the level of
contractor oversight and frequency of safety observations. PG&E will share a sample Line of
Business contractor oversight procedure with SED for comment and review by March 1, 2015.
In addition, for high risk work, the Line of Business oversight procedures will address how to
determine whether PG&E will assign its own onsite safety personnel, who must be formally
trained in safety management and incident cause evaluation. Implementation of the oversight
procedures by the Lines of Business will be audited via field observations on a periodic basis
described in the procedure itself. PG&E will make the results of the field observations available

to SED on a mutually agreeable schedule.
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(d) Post-Project Safety Evaluations

The Contractor Safety Standard requires PG&E to conduct a post-project safety
evaluation of the contractor for high and medium risk work at the conclusion of the project, the
results of which will be shared across the enterprise to identify lessons learned. This post-project
safety evaluation does not limit any needed safety evaluations during the course of the project.
The results of the Contractor’s safety performance evaluation at the conclusion of the project will
be considered as part of future contract award decisions. In addition, the Safety, Health and
Environment Department will evaluate and implement by the end of 2015 a system for flagging
problematic contractors and capturing lessons learned from the contractor evaluations that can be

shared, as appropriate, across the enterprise.

(e) PG&E Safety, Health and Environment Department Assessment and
Oversight

The PG&E Safety, Health and Environment Department will assess and oversee Line of

Business implementation of this standard on an ongoing basis.

® The current form of the PG&E Contractor Safety Standard is set forth in
Attachment 2 to this Agreement. The Contractor Safety Standard will become effective on the
Effective Date of this Agreement. The standard will be reviewed on at least an annual basis and
will be subject to modification, within the terms of this Agreement, at PG&E’s discretion. SED
agrees that the Contractor Safety Standard provides a sound framework for the Corrective Action
Plan. If properly implemented and maintained, this element of the overall Corrective Action
Plan will resolve SED’s associated conclusions and recommendations in its Investigation Report.
As PG&E revises and implements this standard it shall continue to be responsible for full

compliance with this Agreement.

2.3 Enterprise Causal Evaluation Standard

(a) PG&E will implement a PG&E Enterprise Causal Evaluation Standard

(““Causal Evaluation Standard”) with the following objectives:

-12 -
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The Causal Evaluation Standard will provide enterprise-wide guidance for causal
evaluations for serious safety incidents, including (i) when a causal evaluation
should be conducted, (ii) the extent of the evaluation, e.g., whether a root cause or
other causal evaluation is required, (iii) the attributes of the evaluation team, (iv)
the methods to be used to analyze incidents, subject to a significance criteria; (v) a
requirement that corrective or preventive actions be identified, implemented,
tracked, and their effectiveness evaluated; and (vi) a process for broadly
communicating the results of the causal evaluation to potentially impacted
organizations across the enterprise.

The Causal Evaluation Standard will apply to “near-hit” events.

The Causal Evaluation Standard will require development of a training plan for
personnel that will be engaged in causal evaluations. The training plan will also
address training of causal evaluation team members on the fundamentals of causal
evaluations.

The Causal Evaluation Standard will establish high level guidance for consistent
and thorough causal evaluation of significant safety incidents. Each Line of
Business will develop a detailed procedure to implement the Causal Evaluation
Standard that will be tailored to address the unique characteristics and needs of
the Line of Business.

The Causal Evaluation Standard will establish a Cross Functional CE Review
Committee responsible for reviewing RCE reports identifying trends and
monitoring performance. The committee will be responsible for validating
compliance with the Enterprise Causal Evaluation Standard and identifying
opportunities for continued improvement. By the end of 2015, PG&E will
establish the Cross Functional CE Review Committee and its organizational
reporting requirements, including a clear designation of company responsibility

for overseeing implementation of the Enterprise Causal Evaluation Standard.
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(b) The current form of the PG&E Enterprise Causal Evaluation Standard is
set forth in Attachment 4 to this Agreement. The standard will be reviewed on at least an annual
basis and will be subject to modification, within the terms of this Agreement, at PG&E’s
discretion. SED agrees that the Enterprise Causal Evaluation Standard provides a sound
framework for the Corrective Action Plan. If properly implemented and maintained, this
element of the Corrective Action Plan will resolve SED’s associated conclusions and
recommendations in its Investigation report. As PG&E revises and implements this standard it
shall continue to be responsible for full compliance with this Agreement. The Causal Evaluation
Standard will become effective on the Effective Date of this Agreement. Nothing in this
Agreement precludes SED or the Commission from directing PG&E to undertake a Root Cause
Evaluation or other causal evaluation for any incident. Each Line of Business will approve
procedures implementing the Causal Evaluation Standard by June 1, 2015 and implement the

procedures by the end of 2015.

2.4 Resolution of SED Incident Conclusions

(a) Conclusion 7.1

Conclusion 7.1 in the SED Investigation Report states: “PG&E failed to actively manage
and oversee work performed by contractors, accept responsibility for work conducted on PG&E
facilities, review contractor work plans, and ensure the safety of workers at the jobsite.” PG&E
admits that, because it was lacking in expertise in power plant demolition projects, it sought to
transfer primary responsibility for safety and safety oversight for activities taking place at the
Kern site to the independent contractor through its contract with the independent contractor. In
so doing, PG&E deferred to the expertise of the contractor and the subcontractors selected by the
contractor in how to safely conduct the job. PG&E acknowledges that it cannot delegate
responsibility for compliance with applicable Commission safety rules and regulations to an

independent contractor, as set forth in Snyder v. Southern California Edison Co., 44 Cal.2d 793,

799-801 (1955). The Settling Parties agree that, on a going forward basis, it is appropriate and
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reasonable for PG&E (i) to require that a contractor maintain a safe workplace for the
contractor’s workers, in accordance with PG&E’s Contractor Safety Program and the corrective
actions specified in this Agreement; and (ii) to hold a contractor to specified safety standards in a
contract and to enforce the contract and to seek damages, including a right to indemnification,
for a breach of contract obligations by the contractor.

PG&E admits that the role and responsibilities of its on-site representative were not
clearly defined, PG&E’s on-site representative lacked formal training in safety management and
risk assessment, and PG&E’s on-site representative did not evaluate the contractor’s work plans
for demolition of the fuel oil tank to determine if they differed from the written Demolition Work
Plan.

PG&E admits that at the time of the incident it did not have an effective causal evaluation
standard and that there were not clear lines of responsibility and autonomy across PG&E lines of
business for incident investigation and corrective action implementation.

As set forth in this Agreement, PG&E agrees to a number of corrective actions that
address the concerns raised in Conclusion 7.1. The Contractor Safety Standard addresses: (a)
safety standards for pre-qualification of contractors; (b) standard safety contract terms; (c) safety
oversight of contractors, (d) post-project safety evaluations and capturing/sharing of lessons
learned, and (¢) PG&E Safety, Health and Environment Department assessment and oversight of
Line of Business implementation of this standard. On a going forward basis, PG&E will require
contractors performing high risk work to prepare a project-specific safety plan and PG&E will
review the adequacy of the safety plan, including contractor safety personnel qualifications
where applicable, and perform a safety assessment to evaluate whether additional safety
mitigations are required. Such review will be conducted by PG&E employees that are qualified
to perform such work or PG&E will engage third party experts as appropriate to perform the
safety analysis. Future tank demolition projects similar to the Kern project will be subject to

these high risk work provisions in the Contractor Safety Standard.
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In addition to the corrective actions specified in Section 2 of the Agreement, the Parties
agree to the following fines and disallowances associated with Conclusion 7.1:

e PG&E will reimburse customers for costs associated with work performed by the
contractor to dismantle the fuel tanks at Kern. PG&E’s shareholders will
contribute $344,313 as an offset in Kern Power Plant decommissioning project
costs.

e In settlement of the allegations that PG&E failed to provide adequate safety
oversight over the contractor demolishing Kern and that the contractor engaged
in an unsafe work practice that resulted in a fatality, PG&E’s shareholders will
contribute $1,500,000 as an offset in Kern Power Plant decommissioning project
costs and pay a fine of $2,200,000 into the State Treasury to the credit of the
General Fund within 10 days after the decision approving the Settlement is non-

appealable.

(b) Conclusion 7.2

Conclusion 7.2 in the SED Investigation Report states: “PG&E failed to adequately
evaluate and rank contractor qualifications, including contractors’ own safety data and
programs.” PG&E admits that (1) the bid evaluation score card for the contractor indicated zero
2011 year to date recordable injuries; (2) this was the safety data provided by the contractor to
PG&E in its bid; and (3) PG&E later learned that the contractor in fact incurred five recordable
injuries in 2011. PG&E admits that it did not independently verify the safety data provided by
the contractor.

PG&E acknowledges that relying solely on Cal/OSHA reportable incidents may not yield
an accurate assessment of a contractor’s overall safety performance. Thus, PG&E agrees that, on
a going forward basis, under the Contractor Safety Standard, PG&E will modify its contractor

selection procedures, independently verify contractor safety information, conduct post-project
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safety evaluations, and capture/share lessons learned across the enterprise, as set forth in this
Agreement.

In addition to the corrective actions specified in Section 2 of the Agreement, the Parties
agree to the following fines and disallowances associated with Conclusion 7.2:

e As part of the overall consideration for the settlement, PG&E’s shareholders will
make a one-time contribution of $1,000,000 to offset the ongoing costs
associated with implementation of the Contractor Safety Program. This cost
disallowance will be implemented as an offset to Kern Power Plant
decommissioning project costs.

e In settlement of the allegation that PG&E did not accurately review and verify
contractor safety data as part of the bid evaluation process, PG&E will pay a fine
of $50,000 into the State Treasury to the credit of the General Fund within 10

days after the decision approving the Settlement is non-appealable.

(©) Conclusion 7.3

Conclusion 7.3 in the SED Investigation Report states: “PG&E failed to conduct and
submit a timely and comprehensive root cause analysis to ESRB.” PG&E admits it did not
promptly initiate its own root cause analysis of the incident. PG&E told SED on August 22,
2012 that it did not intend to conduct a root cause analysis. PG&E provided to SED: (1)
Cleveland’s preliminary incident report and program enhancement plan on July 26, 2012; (2) a
root cause analysis prepared by Cleveland and its parent company URS on November 14, 2012;
(3) an internal PG&E assessment of the contractor selection process on November 14, 2012; and
(4) a third party root cause analysis performed by BV (at PG&E’s request) on March 17, 2013.
PG&E admits that it did not critique or seek to correct technical aspects of the BV root cause
analysis report with which it disagreed. PG&E admits that, overall, its management of the cause

evaluation of the June 19, 2012 incident at Kern was not proactive.
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PG&E agrees, on a going forward basis, to implement an enterprise wide causal
evaluation standard requiring a root cause analysis of serious safety events and to require
contractors to participate in and cooperate with safety incident evaluations, as set forth in this
Agreement.

In addition to the corrective actions specified in Section 2 of the Agreement, the Parties
agree to the following fines and disallowances associated with Conclusion 7.3:

o In settlement of the allegation that PG&E failed to conduct a timely and
comprehensive root cause analysis, PG&E’s shareholders will contribute $425,000 as
an offset to Kern Power Plant decommissioning project costs and pay a fine of
$50,000 into the State Treasury to the credit of the General Fund within 10 days after

the decision approving the Settlement is non-appealable.

(d) Implementation of Disallowances and Fines

The following table summarizes the cost disallowances and fines included in the

Agreement:
Ratemaking Adjustment Fine

Disallowance of Project Costs $344,313 $0
Root Cause Issues $425,000 $50,000
Contractor Oversight $1,500,000 $2,200,000
Contractor Safety Program $1,000,000 $50,000
Subtotal $3,269,313 $2,300,000
Total $5,569,313

PG&E will establish accounting procedures to track these cost disallowances and fines
and to ensure that these expenditures are excluded, in perpetuity, from rate recovery or any
ratemaking proceeding. Upon SED’s request, PG&E shall produce such accounting documents

or other records to demonstrate to SED’s satisfaction that the entirety of the fine has been borne
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by shareholders in accordance with the terms of this agreement and that PG&E has established
the required accounting procedures.

PG&E will implement the cost disallowances in its 2017 General Rate Case application
as a reduction to its Kern Power Plant decommissioning project costs. This amount will be
disallowed from rate recovery and borne by PG&E’s shareholders. Pursuant to P.U. Code
Section 2104.5, fines will be paid into the State Treasury to the credit of the General Fund.

Nothing in this Agreement precludes PG&E seeking reimbursement of unrecoverable
decommissioning project costs or fines from the contractor or otherwise holding the contractor

accountable for its negligence or breaches of contract.

2.5 August 3, 2013 Kern Power Plant Incident

The SED investigation of the August 3, 2013 incident at the Kern Power Plant is not
complete. However, based on information received to date, the Parties anticipate that many if
not all of the concerns that may arise in connection with the August 3, 2013 incident may be
resolved by the corrective actions adopted in Section 2 of this Agreement. SED will take into
account the corrective actions, disallowances, fines and penalties adopted in this Agreement as
part of its investigation of the August 3, 2013 incident. As part of the investigation process, SED
will evaluate the adequacy of the corrective actions adopted in the Agreement and any new
proposed corrective actions PG&E has implemented resulting from the August 3, 2013 incident.
The final investigation report for the August 3, 2013 incident will include SED’s
recommendation on whether the investigation should be closed with no further action or if
additional Commission proceedings are advised. Nothing in this Agreement binds the
Commission with respect to the August 3, 2013 incident, including without limitation the
Commission’s authority to require additional fines, penalties and disallowances associated with

the August 3, 2013 incident.
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3. GENERAL PROVISIONS AND RESERVATIONS

3.1 Asa general compromise of their litigation positions, the Settling Parties hereby

agree that this Agreement resolves all disputed issues in the Kern Power Plant OII.

3.2 Inaccordance with Commission Rule 12.5, the Settling Parties agree that this
Agreement does not constitute precedent regarding any principle or issue in this proceeding or in

any future proceeding, except as specified in Section 2.5.

3.3 The Settling Parties shall jointly request Commission approval of this Agreement

and agree to actively support prompt approval of the Agreement.

3.4 This Settlement Agreement may be amended or changed only by a written
agreement signed by the Settling Parties and approved by the Commission. Notwithstanding the
foregoing sentence, PG&E and SED may agree, on a going forward basis, to modify or change
the requirements of the Contractor Safety Standard or the Enterprise Causal Evaluation Standard.
Such going forward modifications or changes to the Contractor Safety Standard or the Enterprise
Causal Evaluation Standard shall be reflected in a written agreement signed by PG&E and SED

and may become effective without the approval of the Commission or any other party.

3.5 Effective Date: This Agreement shall become effective among the Settling Parties,
if approved by the Commission, on the date that such Commission approval becomes final and
non-appealable. In the event the Commission rejects or modifies the Agreement, Settling Parties

reserve all rights set forth in Rule 12.4 of the Commission’s Rules of Practice and Procedure.

3.6  This Agreement embodies the Settling Parties’ entire understanding of the matters
described here and supersedes any and all prior oral or written agreements, principles,
negotiations, statements or understanding between the Settling Parties. The Settling Parties have
bargained in good faith to achieve this Settlement Agreement. The Settling Parties intend the
Settlement Agreement to be interpreted as a unified, integrated agreement. The Settling Parties

have contributed to the preparation of this Settlement Agreement. Accordingly, the Settling
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Parties agree that no provision of the Settlement Agreement shall be construed against any party
because that party or its counsel drafted the provision. The section headings contained in this
Settlement Agreement are solely for reference, are not part of the Settling Parties’ Agreement,

and shall not in any way affect the meaning or interpretation of the Settlement Agreement.

3.7  The rights conferred and obligations imposed on any party by the Agreement shall
inure to the benefit of or be binding on that party’s successor in interest or assignees as if such

successor or assignee was itself a party to this Agreement.

3.8  Should any dispute arise between the Settling Parties regarding the manner in
which this Agreement or any term shall be implemented, the Settling Parties agree to work in
good faith to resolve such difference in a manner consistent with both the express language and
the intent of the Settling Parties in entering into this Agreement. If such dispute cannot be
resolved through good faith negotiation between the Settling Parties, the dispute shall be
submitted to the Commission for resolution through alternative dispute resolution and if it cannot
be resolved to the mutual satisfaction of the Settling Parties through alternative dispute

resolution, then through administrative adjudication before the Commission.
/1
/1

11
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IN WITNESS WHEREOF, the Settling Parties have duly executed this Agreement. The

undersigned represent that they are authorized to sign on behalf of the party represented.

CALIFORNIA PUBLIC UTILITIES
COMMISSION, SAFETY AND
ENFORCEMENT DIVISION

Name: Elizaveta Malashenko

By:

Title: Deputy Director, Safety and Enforcement Division

2/10/2015
Date:

PACIFIC GAS & ELECTRIC COMPANY

By:

Name: Steven Malnight

Title: Senior Vice President, Regulatory Affairs

Date:

BAYVIEW/HUNTERS POINT
COMMUNITY LEGAL

By: &/ﬁﬂ

Name: Ol jew=san

Title:  Covmumny Y Rave 10W¢ D
Date: _2/(0/] S |

Lty

8]
3%
'
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IN WITNESS WHEREOF, the Settling Parties have duly executed this Agreement. The

undersigned represent that they are authorized to sign on behalf of the party represented.

L

CALIFORNIA PUBLIC UTILITIES PACIFIC GAS & ELECTRIC COMPANY
COMMISSION, SAFETY AND
ENFORCEMENT DIVISION
By: %’gﬂ———r —
Name: Name: Steven Malnlght
Title: Title: Senior Vice President, Regulatory Affairs
Date: Date: Z //0 //_3’
77

BAYVIEW/HUNTERS POINT

COMMUNITY LEGAL

Bv:

Name:

Title:

Date:

_22.
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ATTACHMENT 1

Summary of Where SED Conclusions and
Recommendations are Addressed in the Settlement
Agreement.
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D/ Electric Company’ Publication Date: xx/xx/2015 Rev: 01

Contractor Safety Standard

Summary

Target Audience

Safety

Before You Start

This Standard establishes the minimum requirements for contractor and
subcontractor pre-qualifications, field safety observations and performance
appraisals and to ensure that health and safety expectations associated with
the work performed on behalf of PG&E are understood and communicated.
This Standard shall be referenced and incorporated in every RFP and contract
for “medium” or “high” risk work. This standard defines “low” risk work in
Appendix A and establishes certain minimum field oversight expectations for
low risk work. However, except as noted in Appendix A, the requirements of
this standard only apply to high and medium risk work.

PG&E, as the hiring company and asset owner has a primary interest to protect
Company and contractor employees and the general public from personal

injury.

Contractor Safety Standard applies to contractors and subcontractors in all
PG&E lines of business defined as “medium” or “high” risk, who perform work
on PG&E assets. Augmented or contingent staffing contractors working under
the direct supervision of PG&E are not subject to the Contractor Safety
Standard requirements, but are subject to the same safety standards
applicable to employees of PG&E.

Adherence to this standard demonstrates PG&E’s commitment to improving
employee, contractor and public safety.

NA

PG&E Internal
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1 Requirements

2 Scope

2.1 The Contractor Safety Standard consists of following components:

1.

Contractors and subcontractors defined as “medium” or “high” risk shall meet PG&E
pre-qualification requirements identified in Table 1: Safety Pre-Qualification Criteria,
prior to commencing work activities. PG&E will evaluate the safety data of the
contractor or subcontractor entity that will actually perform the work. The Contractor
Safety Program does not apply to other utilities, governmental entities or third parties
that have rights to perform work on PG&E facilities pursuant to tariffs or contracts (e.g.,
PG&E Electric and Gas Rules 15 and 16, and PG&E Electric Rule 20).

PG&E personnel or designee responsible for overseeing contractors shall understand
the risk definitions as identified in Appendix A: Risk Definitions Matrix. These
definitions shall be considered guidelines; projects should be reviewed to assess risk.
It is PG&E’s responsibility to assess the level of risk accurately, and to review and
update that assessment at least annually during the course of contract performance.

Contracts/Agreements should identify PG&E’s safety expectations and applicable
safety requirements for all aspects of the Scope of Work.

PG&E employees or designees responsible for overseeing contracted work activities
defined as “high” risk shall verify contractors have effectively planned for eliminating or
controlling work hazards that may impact the safety or health of Company and
contractor employees or the general public.

Contractors shall use the appropriate job hazard analysis methods for identifying and
communicating known or potential hazards to their employees, other potentially
impacted workforces, and the public prior to commencing work. Deviation from the
work plan or hazard control methods shall be reviewed and approved by the
responsible PG&E employee or designee.

Contractors shall maintain effective oversight of work crews to ensure compliance with
PG&E and regulatory safety requirements for their employees and other workforces
under their direct control.

Contractor and subcontractor safety performance must be evaluated at the conclusion
of the contracted work and for multi-year contracts, at least on an annual basis by the
responsible Line of Business representative. Appendix C: Contractor Performance
Appraisal Form shall be used. Completed forms shall be submitted to:
contractorsafety@pge.com

Application of the Contactor Safety Standard will be assessed by the Safety, Health
and Environment Department to validate compliance with this standard and to identify
areas of standard improvement.

PG&E Internal
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PG&E will evaluate the safety data of the contractor entity that will actually perform the
work where such data is available to the contractor, even if, for commercial purposes,
the contract is signed with the parent company. In RFPs for new contractor services,
contractors will be required to provide year-to-date safety and injury data and data
regarding Serious Safety Incidents affecting the public. Because industry-wide data
regarding Serious Safety Incidents affecting the public is generally not available, PG&E
will evaluate such data on a qualitative basis to evaluate where the contractor should
be disqualified from consideration or if additional safety mitigation measures should be
required. Subsequent to the hiring of an independent contractor, PG&E will require the
contractor to annually update employee and public safety data. PG&E will require
that bidders and contractors attest to the accuracy of safety data.

3 Roles & Responsibilities

The following roles and responsibilities should not be considered all inclusive.

3.1 Line of Business Senior Management

1.

2.

Endorse and support enterprise-wide application of the Contractor Safety Standard.
Mandate compliance with Standard requirement.

Develop and approve contractor oversight procedure(s) by December 31, 2015.
Implement contractor oversight procedure(s) no later than December 31, 2016.

Ensure clearly defined roles and responsibilities specific to organizational structure and
unique operational need are implemented to ensure compliance with this standard.

For high risk work performed by a contractor, the Line of Business will require the
contractor to provide a project-specific safety plan for the work to be performed. The
safety plan for such high risk work will address the training qualifications necessary to
perform the work and staffing plans for safety professionals that the contractor will
have overseeing the project. Prior to commencement of work by the contractor, PG&E
will review the adequacy of the safety plan, including contractor safety personnel
qualifications where applicable, and perform a safety assessment to evaluate whether
additional safety mitigations are required, including whether to assign PG&E onsite
safety personnel. Such review will be conducted by PG&E employees that are
qualified to perform such work or PG&E will engage third party experts as appropriate
to perform the safety analysis. The PG&E Line of Business contractor oversight
procedures will specify the level of contractor oversight and frequency of safety
observations. In addition, for high risk work, the Line of Business oversight procedures
will address when PG&E will assign its own onsite safety personnel.

Ensure all Serious Safety Incidents are investigated using causal analysis
methodologies, per the Enterprise Causal Evaluation Standard.

PG&E Internal
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Ensure corrective actions have been developed and implemented for all Serious
Incidents per the Enterprise Causal Evaluation Standard. Corrective actions will
include, identifying PG&E and contractor persons responsible for identifying
appropriate mitigations and timelines and validations for ensuring implementation.

Ensure the development and implementation of a lessons learned sharing process that
can communicate incident summaries and lessons learned to PG&E and contractor
personnel.

3.2 Line of Business Contract Manager/Project Manager/Job Sponsor/Project Liaison

1.

2.

10.

Create a well-defined Scope of Work to aid with job hazards assessments.

Support Supply Chain or authorized procurement representative with the evaluation
and selection of contractors based on the pre-qualification requirements of this
standard.

Partner with the appropriate safety representative(s) or 3 Party expert to determine
applicable PG&E and regulatory requirements and appropriate control measures to
eliminate or mitigate hazards specific to the Scope of Work, prior to commencing work.

Verify contractors have fully completed the pre-qualification process prior to
commencing work. For emergency/emergent work situations, Section 5 shall be
applied.

Verify subcontractors meet standard applicability as defined by Appendix A: Risk and
Oversight Matrix have completed the pre-qualification process prior to commencing
work activities.

Partner with Supply Chain or authorized procurement representative to formally submit
a Governance Request for contractors or subcontractors that do not meet safety
criteria, as identified in the Governance Request Process, Section 4. Appendix B:
Governance Request Form shall be used to document this request.

Ensure PG&E safety requirements and expectations have been communicated and
acknowledged by the contractor prior to commencing work activities.

Verify contractors have performed a hazard analysis specific to the Scope of Work for
identifying and communicating known or potential hazards to their employees or other
potentially impacted workforces prior to commencing work.

Ensure contractors develop a health and safety plan for all work defined as “high” risk
that is reviewed by PG&E personnel or designees familiar with the work scope and
associated hazards and proper control methods prior to commencing work activities.

Ensure personnel familiar with job hazards and safety requirements specific to the
Scope of Work are assigned to monitor contractor and subcontractor safety
compliance.

PG&E Internal
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11.

12.

13.

14.

Partner with Supply Chain or authorized procurement representative, Safety or other
subject matter experts prior to issuing significant changes to the Scope of Work to
ensure compliance with this standard.

Ensure all Serious Safety Incidents are investigated using causal analysis
methodologies, per the Enterprise Causal Evaluation Standard.

Ensure corrective actions are developed and implemented for all Serious Safety
Incidents per the Enterprise Causal Evaluation Standard.

Complete and submit Appendix C: Contractor Performance Appraisal Form, upon
completion of the work and for multi-year contracts, at least annually. Submit forms to:
contractorsafety@pge.com

3.3 Supply Chain or authorized procurement representative

1.

Ensure applicable contractors and subcontractors have fully completed the pre-
qualification requirement prior to contract award. If circumstances will not allow
compliance with pre-qualification requirements, then follow the Emergency/Emergent
Work Process identified in Section 5.

Ensure contractual agreements include PG&E safety requirements and compliance
expectations.

3.4 Line of Business Operations Field Support

1.

Provide support with identifying work hazards and control measures applicable to the
Scope of Work, as directed.

Assist with reviewing contractor and subcontractor safety and work execution plans, as
directed.

Perform and document periodic field safety observations to verify compliance with
applicable safety requirements, as directed.

Support internal or external personnel with incident analysis or investigations, as
directed.

3.5 Safety, Health and Environment Department

1.

Support Supply Chain or authorized procurement representative and the Line of
Business during the contractor evaluation and selection process.

2. Partner with Line of Business and Supply Chain or authorized procurement
representatives to formally submit a Governance Request for contractors or
subcontractors that do not meet PG&E safety criteria, as identified in the Governance
Request Process, Section 4.

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 6 of 19



1.14-08-022 ALJ/XJV/ar9 PROPOSED DECISION

Pacific Gas and Utility Standard: SAFE-3XXX
D/ Electric Company’ Publication Date: xx/xx/2015 Rev: 01

Contractor Safety Standard

3. Assist as a subject matter expert for identifying job specific hazards and the
appropriate elimination or control methods.

4. Provide subject matter expertise for interpreting applicable PG&E and regulatory
standards, rules, codes or industry best practices.

5. Perform and document field safety observations to verify contractor compliance with
PG&E and regulatory standards, rules, and codes. Field safety observation
frequencies shall be determined by the risks associated with the Scope of Work.

6. Verify implementation, including field safety observations, of the Line of Business
oversight procedures.

7. Evaluate and implement a system to identify problematic contractors and capture
lessons learned from field safety observations that can be shared, as appropriate,
across the enterprise no later than December 31, 2015.

4 Third Party Administrator
4.1 Pre-qualify contractors and subcontractors to PG&E safety criteria. See Table #1.

4.2 Perform safety manual audits to ensure compliance with regulatory standards and PG&E
requirements.

5 Governance Request Process

5.1 Supplemental internal safety performance reviews of contractors or subcontractors that do not
meet established PG&E safety criteria. Appendix B: Governance Request Form shall be used
to initiate this request.

5.2 Managers directly responsible for the execution of the contracted work shall have the authority
to approve without submitting a Governance Request Form for contractors and subcontractors
who do not meet PG&E safety criteria in the areas of TRIR, DART and EMR. This authority
only extends to contractors or subcontractors no greater than 10 percent above established
safety criteria thresholds and may be applied to one, two or all three (TRIR, DART and EMR)
safety performance metrics. Managers granting approval must email
contractorsafety@pge.com with their approval.

53 Supply Chain or authorized procurement representative, Line of Business and Safety should
collaborate to collect all supporting documentation to facilitate the Governance Request. This
must include, but not limited to: Scope of Work, most recent 3 full years of historical safety
performance data (TRIR, DART and EMR) and OSHA citation history and most recent 5 full
years of fatality history. Additional supporting documentation must include a summary of
events, corrective actions and safety improvement plans specific to the areas of concern or
noncompliance with regulatory standards.

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 7 of 19
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54 The director for the Line of Business responsible for overseeing the contracted service, the
Sourcing director and the Safety, Health and Environment, Standards and Programs director
or designees shall make the final determination of whether variance will be granted and
additional controls to be implemented. If consensus by the directors cannot be attained the
governance request must escalate to the officer level.

6 Emergency/Emergent Work Process
6.1 Internal safety evaluation for contractors or subcontractors who do NOT have time to become
fully registered and pre-qualified by the Third Party Administrator due to an urgency

associated with an asset failure or operational need.

6.2 Line of Business has determined an immediate need for contracted services NOT initially
identified or planned.

6.3 Under no circumstances shall this provision be used to:

1. Change or modify a specified contract Scope of Work.
2. Replace the competitive bidding process.
3. Modify the general or specific Terms and Conditions of a contract.

6.4 Line of Business shall contact the responsible Supply Chain or authorized procurement
representative to follow the established process for authorizing agreements.

6.5 Supply Chain or authorized procurement representative must request the following information
from the contractor or subcontractor entity that will actually perform the work to be submitted to
the responsible Line of Business and safety representatives for review:

1. OSHA 300 & 300A Logs for the previous 3-years. Some companies with ten or fewer
employees may have a partial exemption for maintaining injury and iliness records. In
this instance, contractor shall submit the same information as identified on OSHA 300
& 300A Logs. Contractors will be required to provide year-to-date safety and injury data
and data regarding serious safety incidents affecting the public.

2. Experience Modification Rate (EMR) verification letter from their insurance carrier for
the most recent 3 full years. Some companies may be exempt from Worker
Compensation requirements or an experience modification rating. In this instance, a
contractor shall provide a letter of explanation for exemption.

3. Number of fatalities for the current calendar year and previous 5 full years. If
contractor has incurred any fatalities during this time a summary of event(s), regulatory
decisions and penalties and the corrective actions taken to eliminate or mitigate
potential reoccurrence shall be provided for review.

4. Number of OSHA “serious”, “willful” or “repeat” citations for the current calendar year
and previous 3 full years.

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 8 of 19
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6.6 Responsible Line of Business and safety representatives shall review submitted information to
determine whether contractor or subcontractor meets PG&E safety criteria. Contractors or
subcontractors that do not meet safety criteria must proceed through Governance Request
Process, as identified in Section 5 herein.

6.7 Should the Line of Business and safety representative determine the contractor meets safety
criteria, Supply Chain or authorized procurement representative must ensure the contractor
fully registers and completes the pre-qualification process with the Third Party Administrator, if
future work is anticipated. The requirement identified in Section 6.8 (4), will remain in effect
until the Third Party Administrator or internal pre-qualification requirements have been
satisfied. Following pre-qualification of the contractor, the standard process set forth in
Sections 1-5 will apply to the contractor on a going forward basis.

6.8 Line of Business shall assign a safety representative to ensure the following requirements are
satisfied prior to commencing Emergency/Emergent Work activities:

1. Communicate to the contractor all hazards applicable to PG&E facilities, systems,
assets, processes, environments within the designated work area.

2. Ensure the contractor understands the Scope of Work and PG&E safety requirements

3. Ensure the contractor has developed a safety plan for addressing hazards specific to
the Scope of Work.

4, Ensure a PG&E safety representative with understanding of the Scope of Work and
safety plan is assigned on a full-time basis to oversee the Emergency/Emergent Work
activities until the contractor has been fully registered and has achieved a pre-qualified
status by the Third Party Administrator or pre-qualified by the internal vetting process
or the work has been completed.

END of Requirements
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Definitions

Company — Refers to the PG&E Company, as the utility wholly owned by
PG&E Corporation.

Contractor — Company directly hired by PG&E to complete a specific Scope of
Work or service.

Contract Manager — Individual assigned as the primary interface with the
contractor to coordinate and oversee a specific Scope of Work performed by
the contractor.

DART (Days Away, Restricted or Transferred duty) — The rate of
injuries/ilinesses resulting in lost-work, restricted work or a transfer of job duties
as a result of the injury or illness.

Designated Work Area — Area where it is necessary to restrict or limit entry or
access of nonessential personnel or the public. Areas may include, but not
limited to the following work activities; remediation, abatement, demolition,
excavation, overhead lifting, etc.

Emergency/Emergent Work — An occasion where time is of the essence and
procurement for critical and/or emergency services cannot be processed
through normal channels. Such occasions may include potential loss of
generation or the interruption of electric or gas distribution services. Situations
do not include routine work activities and lack of planning.

Experience Modification Rate (EMR) — Ratio of a company’s frequency and
severity of injuries vs. an average estimated amount of loss for that industry,
based on Workers’ Compensation information

High Risk Contractors — Contractors or subcontractors performing work that
directly exposes their employees to PG&E systems, assets or processes
associated with power generation, gas or electric transmission or distribution
operations, or requires bodily entry into a confined space or hazardous
environment, applying lockout/tagout devices as part of hazardous energy
control, working at a height that requires the use of fall arresting equipment,
entering an excavation greater than four feet, demolition activities, use of
explosive devices, commercial diving, aviation services, vegetative
management beyond weed control, handling or transporting hazardous
chemicals.

Life-Altering Injury - An acute injury that resulted in a permanent and
significant loss of a major body part or organ function that permanently
changes or disables that person’s normal life activity.

Life-Threatening Injury —An acute injury that required immediate life-
preserving rescue action, and if not applied immediately would likely have
resulted in the death of that person.

PG&E Internal
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Low-Risk Contractor —. Contractors or subcontractors not working on or
exposed to any hazards associated with power generation, gas or electric
transmission or distribution processes or process-related equipment or working
within designated construction areas are exempt from this standard. Work
requires minimal advance planning, preparation, formal training, or work
controls.

Medium Risk Contractor- Work requires advanced planning, preparation,
formal training, work controls, and audit/oversight, or specialized Personal
Protective Equipment beyond hardhat, safety glasses, safety toed footwear or
high visibility vests. Contractors or subcontractors that do not meet the
definition of high or low risk.

Safety Representative — Individual(s) responsible for the health and safety of
all personnel within their designated area of control and vested with the
decision-making authority for ensuring compliance with PG&E and regulatory
requirements.

Serious Safety Incident- An incident resulting in a Life-Threatening or Life-
Altering Injury, or a fatality, to the public, employees or contractors resulting
from work on or caused by a failure or malfunction of PG&E facilities.

Project-specific Safety Plan — Detailed safety plan created to eliminate
and/or mitigate specific job site environmental, health and safety hazards
associated with the scope of work.

TRIR — Total Recordable Incident Rate.

Subcontractor — Contractor that is NOT considered the Prime Contractor and
has been retained by a primary or secondary tier contractor to provide a
service. This includes activities off-site that are related to work “to-be
performed” or are already in progress, or to be engaged at any time throughout
the project (from pre-mobilization to completion). Additionally, the term
“subcontractor” may include an individual, a group of workers (crew),
equipment or other items used on a PG&E facility, project or site.

Root Cause Evaluation (RCE) (sometimes referred to a Root Cause
Analysis (RCA)): A formal and rigorous investigation that uses industry-
accepted analysis methods to determine the root cause(s) of a problem. The
RCE identifies required corrective actions that prevent, or reduce the likelihood
of a recurrence of the problem for the same or similar root cause(s).

Third-Party Administrator (TPA) — Online database resource for connecting
companies with safe, reliable contractors/suppliers from capital-intensive
industries. TPA’s collect safety, procurement, sustainability, quality and
regulatory information from contractors and suppliers, verify its accuracy, and
then report the results, which allow companies to make sound business
decisions.

PG&E Internal
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Implementation
Responsibilities

Governing
Document

Compliance
Requirement/
Regulatory
Commitment

PG&E’s Safety, Heath & Environment organization is responsible for
implementing this procedure by doing the following:

e Overseeing the development and ongoing maintenance of the Contractor
Safety Standard

o Communicating this standard to the appropriate audience within PG&E

NA

NA

Reference Developmental References:

Documents
PG&E Utility Standard: Law 2001S
Diablo Canyon Power Plant: Interdepartmental Administrative Procedure
Supplemental References:
http://pgeweb/sharedservices/safety/contractorsafety/Pages/default.aspx

Appendices Appendix A, Risk and Oversight Matrix
Appendix B, Governance Request Form
Appendix C, Contractor Performance Appraisal

Attachments Table #1: Pre-Qualification Criteria
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Document NA

Revision

Reviewed By Diane Thurman, Director of SH&E Standards & Programs
Approved By Janet Loduca, Vice President SH&E

Document Owner William Arvance, Interim Manager Contractor Safety

Document William Arvance, Interim Manager Contractor Safety
Contact

Revision Notes

Where What Changed
NA New Procedure
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Appendix A: Risk and Oversight Matrix

Risk Category

Service Contract Types

PG&E Minimum Field
Oversight Expectations

Low Risk: Contractors or
subcontractors not working on
or exposed to any hazards
associated with power
generation, gas or electric
transmission or distribution
processes or process-related
equipment or working within
designated work areas are
exempt from this standard.
Work requires minimal advance
planning, preparation, formal
training, or work controls.

«  Office area workers
e Classroom instructors
*  Technical or consulting

services
* Inspection/testing
* Grass

cutting/trimming/pruning

*  Minor alternations/repairs to
low voltage electrical or
water supply/drainage
systems

*  Engineering — short-term
where work is limited to non-
plant access

»  Siting/Surveying outside a
designated work zone

* Responsible representative
to communicate PG&E
safety compliance
requirements and
expectations

»  Contractor required to report
any injuries/illnesses or
incidences to the responsible
PG&E representative

Medium Risk: Work requires
advanced planning, preparation,
formal training, work controls,
oversight, or specialized
Personal Protective Equipment
beyond hardhat, safety glasses,
safety-toed footwear or high
visibility vests. Contractors or
subcontractors that do not meet
the definition of high or low risk.

» Landscaping requiring the
use of earthmoving
equipment, digging,
excavating or trenching less
than four feet

*  Non-complex electrical
installation/repair

* Non-hazardous spill cleanup

» Pesticide/Herbicide spraying
requiring an applicators
license

»  Traffic controls

*  Routine meetings with
contractor field supervision

» Periodic documented field
safety observations

*  Documented Contractor
post-job evaluation
completed

High Risk: Contractors or
subcontractors performing work
that directly exposes their
employees to PG&E systems,
assets or processes associated
with power generation, gas or
electric transmission or
distribution operations, or
requires bodily entry into a
confined space or other
hazardous environment,
applying lockout/tagout devices
as part of hazardous energy
control, working at a height
requiring the use of fall arresting
or restraining equipment,
entering an excavation greater
than four feet, demolition

* Heavy earthmoving
equipment operations

* Complex system
construction, rebuild or repair

« Scaffold erection/dismantling

* Hazardous materials
abatement, cleanup,
disposal, testing or
transportation

*  Demolition/explosive work

*  Commercial diving
operations or work on, over
or near water

* Aviation services

* Vegetative management

*  Project-Specific Safety Plan
or detailed safety planning
appropriate to the Scope of
Work

*  Frequent documented
meetings with contractor field
supervision

*  Frequent documented field
safety observations of
contractors and
subcontractor work activities

*  Documented Contractor
post-job evaluation
completed

PG&E Internal
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activities, use of explosive
devices, commercial diving,
aviation services, vegetative
management beyond weed
control, handling or transporting
hazardous chemicals.

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 15 of 19
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Appendix B: Governance Request Form

Line of Business filing request:
Contractor Information: Attach supplemental documents as needed
Did contractor provide 5-year data regarding Serious Safety Incidents affecting the public? If yes,

discuss in supplemental documents. If no, explain why not — was it because there was no data
available or because no incidents occurred.

Name:

Address:

Scope of Work:

Work Location(s):

Business Area(s):

Summary of why this contractor must be used:

Type of contract:

Sourcing
Representative:

Work Duration:

Start
Date:

End
Date:

LOB Representative:

Safety Representative:

Safety Performance History:
3-year Average

Contractor TRIR Industry
Contractor DART Industry
EMR

5-year history
Fatalities
3-year OSHA serious, willful or repeat citations

Safety Directors

Authorizing PG&E Representatives: LOB &

PG&E Internal
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Name (Print): Name (Print):
Signature: Signature:
Date: Date:

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 17 of 19
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Appendix C: Contractor Performance Appraisal Form
Date:

Contractor:

Project:

Contract Dates:

Annual Review: Yes No
Contract Closeout Yes No
Did the contractor properly plan all aspects of their work? Yes No
Did the contractor properly perform pre-job briefs to communicate Yes No

hazards before commencing work?
Did the contractor properly perform documented safety observations? Yes No
Did the contractor immediately correct known safety deficiencies? Yes No

Did the contractor immediately report any injuries, ilinesses,
first aid cases, spills or damage to Company assets? Yes No

Did the contractor effectively coordinate and communicate
with their subcontractors? Yes No

Would you recommend or rehire this contractor? Yes No

Number of first aid cases

Number of recordable injuries

Number of injuries resulting in days away,

restricted or transferred duty

Total hours worked

PG&E Representative:
Printed Name:
Signature:

Submit form to appropriate Supply Chain representative

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 18 of 19
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Table #1: Pre-Qualification Criteria

Targets Based on 3-year Acceptable (Green) Not Acceptable (Red)

averages

Except fatalities

Number of Fatalities within the No fatalities within 5-years Fatalities within a 5-years

last 5-years (Vehicular fatalities

excluded)

Experience Modification Rate Equal or less than 1.10 Greater than 1.10

(EMR)

Confirmed OSHA Citations 3 or less serious citations within the | More than 3 serious citations
most recent 3-years with no willful within the most recent 3-years or
or repeat citations any willful or repeat citations

Total Recordable Incident Rate Equal or better than 3-year industry | Worse than 3-year industry
average average

(TRIR)

DART Rate Equal or better than 3-year industry | Worse than 3-year industry
average average

Additionally, contractors are required to submit for review their Company safety plan/program, drug/alcohol

program, disciplinary program and Serious Safety Incidents affecting the public for the last 5 years.

PG&E Internal ©2015 Pacific Gas & Electric Company. All rights reserved. Page 19 of 19
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Contractor Safety Program Standard Contract Requirements

1. Summary

PG&E is committed to improving employee, contractor and public safety. PG&E’s Contractor Safety
Program establishes the minimum safety requirements for all PG&E Contractors and Subcontractors
performing High Risk Work or Medium Risk Work on PG&E assets. All Contractors and
Subcontractors performing High Risk Work or Medium Risk Work on PG&E assets are obligated to
comply with the requirements of PG&E’s Contractor Safety Program.

2. Definitions

Capitalized terms shall have the meaning set forth in PG&E’s Contract with Contractor and as defined
herein.

“‘DART” (Days Away, Restricted or Transferred duty) — means the rate of injuries/ilinesses resulting in
lost-work, restricted work or a transfer of job duties as a result of the injury or iliness.

“Designated Work Area” — means an area where it is necessary to restrict or limit entry or access of
nonessential personnel or the public. Examples include work areas involving remediation, abatement,
demolition, excavation, and overhead lifting.

“Experience Modification Rate” or “EMR” — Ratio of a company’s frequency and severity of injuries vs.
an average estimated amount of loss for that industry, based on Workers’ Compensation information

“High Risk Work” means Work that directly exposes Contractor or Subcontractor personnel to PG&E
systems, assets or processes associated with power generation, gas or electric transmission or
distribution operations, or requires bodily entry into a confined space or other hazardous
environment, applying lockout/tagout devices as part of hazardous energy control, working at a height
requiring the use of fall arresting or restraining equipment, entering an excavation greater than four
feet, demolition activities, use of explosive devices, commercial diving, aviation services, vegetative
management beyond weed control, handling or transporting hazardous chemicals. Examples of High
Risk Work include heavy earthmoving equipment operations, complex system construction, rebuild or
repair, scaffold erection or dismantling, hazardous materials abatement, cleanup, disposal, testing or
transportation, demolition or explosive work, commercial diving operations or work on, over or near
water, aviation services, and vegetative management.

“Low Risk Work™ means Work at or on PG&E Assets that does not involve exposure to (a) any
hazards associated with power generation, gas or electric transmission or distribution processes or
process-related equipment or (b) Designated Work Areas. Low Risk Work requires minimal advance
planning, preparation, formal training, or work controls. Examples of Low Risk Work include office
area workers, classroom instructors, technical or consulting services, inspection or testing, grass
cutting/trimming/pruning, minor alternations/repairs to low voltage electrical or water supply/drainage
systems, short term engineering not involving plant access, and siting/Surveying outside a designated
work zone.

“Medium Risk Work” means Work at or on PG&E Assets that requires advanced planning,
preparation, formal training, work controls, oversight, or specialized Personal Protective Equipment
beyond hardhat, safety glasses, safety-toed footwear or high visibility vests. Examples of Medium
Risk Work include landscaping requiring the use of earthmoving equipment, digging, excavating or

©2015 Pacific Gas & Electric Company. All rights reserved. Page 1 of 6
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trenching less than four feet, non-complex electrical installation or repair, non-hazardous spill cleanup,
pesticide or herbicide spraying requiring an applicators license, and traffic control.

“‘PG&E Assets” means real property or tangible personal property owned or operated by PG&E.

“Third-Party Administrator” or “TPA” — means the online database resource utilized by PG&E to collect
safety, procurement, sustainability, quality and regulatory information from Contractors and verify its
accuracy.

3. Contractor and Subcontractor Pre-qualification Requirements

3.1 Subiject to Section 3.2 below, Contractor and all Subcontractors of any tier shall meet
the pre-qualification requirements identified in Table 1: Safety Pre-Qualification Criteria if performing
any Medium Risk Work or High Risk Work on PG&E Assets.

3.2 If Contractor or any Subcontractor does not meet the pre-qualification requirements
identified in Table 1: Safety Pre-Qualification Criteria, at its sole discretion, PG&E may authorize
Contractor or Contractor’s proposed Subcontractor to perform Medium Risk Work or High Risk Work
and shall have the right to impose additional conditions for the Work. Contractor shall comply, and
cause all affected Subcontractors to comply, with all additional conditions PG&E imposes on the Work
at no cost to PG&E.

3.3 Contractor shall provide PG&E and its third party administrator with such information
as PG&E deems necessary in its sole discretion to determine whether Contractor and its
Subcontractors meet the pre-qualification requirements, including but not limited to year-to-date safety
and injury data and data regarding serious safety incidents affecting the public. All information shall
be provided in the manner and format requested by PG&E in its sole discretion.

3.4 Safety data of the entity proposed to actually perform Work on PG&E Assets must be
provided. Safety data of parent entities or any affiliates will not be accepted.

3.5 All costs associated with compliance with PG&E’s pre-qualification requirements shall
be at Contractor’s sole cost and expense, including but not limited to all fees charged by PG&E’s third
party administrator and costs associated with additional conditions PG&E imposes on the Work under
Section 3.2.

3.6 Contractor shall not commence any Work for which prequalification is required under
this Section 3 prior to obtaining written approval from PG&E that Contractor has satisfied PG&E’s pre-
qualification requirements. Thereafter, Contractor shall provide PG&E updates annually of all data
supplied as part of the pre-qualification process. PG&E reserves the right to cancel the Contract for
cause if PG&E determines in its sole discretion that Contractor no longer meets the prequalification
requirements. PG&E reserves the right to require Contractor to replace any Subcontractor at
Contractor’s sole cost and expense if PG&E determines in its sole discretion that the Subcontractor
no longer meets the prequalification requirements.

3.7 Contractor shall not allow any Subcontractor to commence any Work for which
prequalification is required under this Section 3 prior to obtaining written approval from PG&E that the
Subcontractor has satisfied PG&E’s pre-qualification requirements.

©2015 Pacific Gas & Electric Company. All rights reserved. Page 2 of 6
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3.8 Contractor represents and warrants that all information Contractor and its
Subcontractors supply in compliance with PG&E’s Contractor Safety Program is true and accurate.

4. Safety Requirements for the Work

4.1 Contractor recognizes and agrees that safety is of paramount importance in performing
any Work for PG&E regardless of whether the Work is Low Risk Work, Medium Risk Work, or High
Risk Work. Contractor shall perform all Work safely, in compliance with PG&E’s Contractor Safety
Program, Contractor’s safety program, and any additional safety standards, procedures, rules, or
requirements set forth in PG&E’s contract with Contractor.

4.2 Contractor shall perform all Work in a manner that complies with all applicable federal,
state, and local laws, rules, and regulations and complies with safety best practices.

4.3 Contractor shall perform all Work in a manner that safeguards persons and property
from injury and shall train all Contractor and Subcontractor personnel on all PG&E’s Contractor Safety
Program, Contractor’s safety program, all job related hazards, and all safety laws, rules, regulations,
or requirements applicable to the Work.

4.4 Contractor shall inspect all materials, tools, equipment, and facilities for safety prior to
use.

4.5 Contractor shall require all Contractor and Subcontractor personnel performing Work
on PG&E assets to be fit for duty and comply with the drug and alcohol programs of both PG&E and,
if applicable, the Department of Transportation.

4.6. Contractor shall cooperate with PG&E to determine applicable PG&E and regulatory
requirements and appropriate control measures to eliminate or mitigate hazards specific to the Work.

4.7.  Contractor shall use the appropriate job hazard analysis methods for identifying and
communicating known or potential hazards to its personnel and other potentially impacted workforces
prior to commencing work.

4.8 Contractor shall maintain effective oversight of work crews to ensure compliance with
PG&E and regulatory safety requirements for its personnel and other workforces under its direct
control.

4.9 If performing High Risk Work, Contractor shall supply PG&E with a project-specific
safety plan for the Work that includes all safety-specific activities and the training, qualifications, and
staffing plan for safety professions that Contractor will have overseeing the Work.

4.10 Contractor shall stop work as necessary to ensure compliance with safe work practices
and applicable federal, state and local laws, rules and regulations.

4.11  Prior to implementing any significant changes to the Work, re-perform the requirements
set forth in Sections 4.3 through 4.8 and if applicable 4.9 to ensure compliance with this standard and
implement any needed additional measures or modifications to existing measures.

©2015 Pacific Gas & Electric Company. All rights reserved. Page 3 of 6
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412 The requirements are in addition to any other requirements or obligations set forth in
the Contract documents or applicable federal, state, and local laws, rules, regulations, and permits.

5. PG&E Rights with respect to Safety

51 Contractor agrees that, in addition to any other right under the Contract or at law or in
equity, PG&E shall have the right to

(a) review and approve all Contractor and Subcontractor work plans and work specific
safety requirements;

(b) designate safety precautions in addition to those in use or proposed by Contractor;

(c) verify Contractor and Subcontractors have effectively planned for eliminating or
controlling work hazards that may impact the safety or health of PG&E and Contractor personnel or
the general public.

(d) require Contractor to provide additional safeguards beyond what Contractor plans
to utilize;

(e) conduct and document field safety observations and inspections to verify Contractor
compliance with the Contractor Safety Program, the Contract requirements, applicable federal, state,
and local laws, rules, regulations, and permits.

(d) stop work to ensure compliance with safe work practices and applicable federal,
state and local laws, rules, and regulations;

(e) suspend, terminate, or place on probationary status Contractor in the event of a
safety incident or failure to comply with these program requirements; and

(f) evaluate Contractor and Subcontractor safety performance periodically during
performance of the Work and at conclusion of the Work.

5.2 The requirements set forth in this Section 5 are in addition to any other rights set forth
in the Contract documents or applicable federal, state, and local laws, rules, regulations, and permits.

6. Safety Incident Investigations and Compliance With PG&E Causal Evaluation Standard

6.1 Contractor shall immediately inform PG&E of all safety incidents that occur during the
performance of Work on PG&E Assets by Contractor or any Subcontractor.

6.2 Contractor shall promptly, thoroughly, and transparently investigate all safety incidents
that occur during Contractor’s or any Subcontractor’s performance of Work on PG&E Assets in
compliance with PG&E’s Enterprise Causal Evaluation Standard.

©2015 Pacific Gas & Electric Company. All rights reserved. Page 4 of 6
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6.3 Contractor shall cooperate and provide reasonable assistance, and cause each of its
Subcontractors to cooperate and provide reasonable assistance, to PG&E with any (a) incident
analysis or investigations PG&E conducts following a safety incident and (b) regulatory or agency
investigations and inquiries that arise as a result of the safety incident.

6.4 Contractor shall supply PG&E with complete copies of all documents, photographs,
witness statements, and other evidence related to the incident and all investigation materials promptly
upon PG&E’s request.

Attachment Table #1: Pre-Qualification Criteria
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Targets Based on 3-year Acceptable (Green) Not Acceptable (Red)

averages

Except fatalities

Number of Fatalities within the No fatalities within 5-years Fatalities within a 5-years

last 5-years (Vehicular fatalities

excluded)

Experience Modification Rate Equal or less than 1.10 Greater than 1.10

(EMR)

Confirmed OSHA Citations 3 or less serious citations within the | More than 3 serious citations
most recent 3-years with no willful within the most recent 3-years or
or repeat citations any willful or repeat citations

Total Recordable Incident Rate Equal or better than 3-year industry | Worse than 3-year industry
average average

DART Rate Equal or better than 3-year industry | Worse than 3-year industry
average average

Additionally, contractors are required to submit for review their Company safety plan/program, drug/alcohol

program, disciplinary program for review and serious safety incidents affecting the public for the last 5 years.
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Summary:

Timely problem identification, resolution, and prevention are necessary to ensure operations are
run at the highest level of safety thereby minimizing risk to employees, contractors and
members of the public.

This standard describes Pacific Gas and Electric Company’s (PG&E’s) Causal Evaluation
process and establishes an enterprise wide framework with common terminology to identify,
document, track and communicate causal evaluations for work related Serious Safety Incidents.

Target Audience:

PG&E Officers, directors, and their designees, cause evaluators, and issue owners, all of whom
are responsible for integrating the Causal Evaluation standard into their business functions and
work processes.

Requirements:
1. Objective

A Causal Evaluation (CE) is a structured process used to determine, document and
communicate the cause or reason why an incident, issue or error occurred. CEs are
necessary to identify the cause of the incident, issue or error, to prevent or minimize the
probability of recurrence and to apply continuous improvement.

CEs use various problem solving methods and tools (i.e., Human Factors Analysis and
Classification System, Failure Analysis, Process Hazard Analysis) to identify the underlying
causes that led to an incident occurring. Management may use CEs to identify the Apparent
Cause, Contributing Causes, the Root Cause, and/or the Extent of Cause. Management
shall determine what type of CE is appropriate based on the significance and frequency of
incident. Types of CEs include; Common Cause Evaluations, Apparent Cause Evaluations,
and Root Cause Evaluations. Nothing in this Enterprise Causal Evaluation Standard
precludes the California Public Utilities Commission or its Safety and Enforcement Division
(SED) from directing PG&E to undertake a Root Cause Evaluation or other causal
evaluation for any incidents.

While each of the problem solving methods and tools may be used at management’s
discretion or at the Commission’s or the Safety and Enforcement Division’s (SED) direction,
the objective of this standard is to establish a framework governing the timing, delivery, and
documentation of Root Cause Evaluations relating to Serious Safety Incidents.
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2. Applicability

This standard is applicable to Serious Safety Incidents determined to be life-threatening, life-
altering, or fatal to the public, employees or contractors resulting from work on or caused by
a failure or malfunction of PG&E facilities. A RCE is required for all Serious Safety Incidents.

For other safety incidents, including injuries, work-related illnesses, significant property
damage or “near hit” incidents, Management shall use a systematic approach to evaluate
whether to perform an RCE or other Causal Evaluation method, taking into account the
potential for the incident to have been more serious and the likelihood of recurrence. The
systematic approach shall be defined in the implementing procedures for each Line of
Business.

3. Program Overview

As a general guideline, the team performing the RCE should aim to complete the evaluation
within 90 business days from the date of the incident. The line of business (LOB) Lead may
determine that additional time is necessary to conduct a thorough and effective RCE. The
RCE process will generally follow the standard Process Flow Timeline as outlined in
Appendix 1. In some cases, it may be necessary to adjust timelines to incorporate findings
from an agency with authority to investigate the incident (e.g., Occupational Safety and
Health Administration, National Transportation Safety Board, California Highway Patrol) into
the RCE.

Effective Corrective Actions are those that resolve the problem and prevent recurrence of
the same or similar problems. Effectiveness reviews verify that the intended or expected
results were achieved after implementation of corrective actions, and confirm that new
problems or unintended consequences were not introduced by implementation of the
actions. Effectiveness reviews are performed after actions have been in place for a
specified period of time. Each RCE shall include an Effectiveness Review Plan.

PG&E’s CE training program will ensure employees responsible for conducting RCEs have
completed core causal evaluation training and have continuing education as needed to
maintain competence as qualified CE evaluators. Each LOB may implement additional
focused training specific to the LOB’s technical procedures.

RCEs required by this standard shall have a RCE communication protocol approved by the
LOB Lead. The protocol establishes the types of communication, the purpose and timing,
the accountable author(s), and the intended audience for the communications as generally
outlined in Appendix 2.
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4. Roles & Responsibilities

Issue Owner is the direct line supervisor of the location where the safety incident took place.
The issue owner is responsible for performing the initial significance level assessment and
sending the preliminary internal notification within 48 hours of the safety incident.

CE Lead (Director Level) is assigned by the LOB Lead and is responsible for validating the
initial significance level assessment, communicating the plan, establishing the scope of the
evaluation, assembling the CE Team, and ensuring the standard process timeline and
communication protocol is adhered to.

CE Team is responsible for gathering incident information, analyzing the facts and evidence,
conducting the cause evaluation, constructing corrective actions, and facilitating issue
escalation and information sharing. The CE Team shall evaluate the incident for potential
cross-cutting company issues that should be referred to the Cross Functional CE Review
Committee for further review. The team includes: CE Lead, LOB SMEs, a qualified CE
evaluator, legal, safety, risk, and compliance representation as appropriate.

LOB Lead (Officer Level) is responsible for assigning a CE Lead and ensuring the CE Team
is staffed appropriately, verifying the corrective actions are assigned and completed,
overseeing the effectiveness review, and approving all RCE documents.

Cross Functional CE Review Committee is responsible for reviewing CE reports identifying
trends and monitoring performance. The committee must include at minimum; Director or
above representation from each LOB, Enterprise Corrective Action Program (ECAP), Safety,
Risk, and Compliance representatives. The committee will meet quarterly or as needed to
perform their functions. The committee will be responsible for validating compliance with this
Standard and identifying opportunities for continued improvement.

By the end of 2015, PG&E will designate a department to which the Cross Functional CE
Review Committee reports and which is responsible for overseeing implementation of the
Enterprise Causal Evaluation Standard.

Employee(s) identified and held accountable by the organization for fulfilling specific
responsibilities may delegate their responsibilities to others; however, the individual(s)
identified is accountable for the result.

Definitions:
Apparent Cause: (1) The event or condition that is initially seen or understood (2) A cause that
is determined based on judgment and experience and is expressed as the most likely cause of

an issue.

Apparent Cause Evaluation (ACE): An evaluation based on readily available information that
provides reasonable assurance that the cause of a problem is determined and will be corrected;
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used when management determines a formal but less rigorous causal determination is
necessary.

A Causal Evaluation (CE) is a structured process used to determine, document and
communicate the cause or reason why an incident, issue or error occurred. CEs are necessary
to identify the cause of the incident, issue or error, to prevent or minimize the probability of
recurrence and to apply continuous improvement.

Common Cause Evaluation: An analysis methodology that can be used in an ACE to identify
common underlying elements between different, unique, but similar events or issues. The
underlying elements may be anything from a common failure mode to a common cause that
may or may not require further investigations.

Contributing Cause: The event or condition not directly responsible for the problem, but whose
existence complicated the problem or made the consequences more severe than if only the root
cause existed.

Corrective Action: (1) A solution meant to reduce or eliminate an identified problem, including
any action taken to resolve a finding or issue by implementing changes or controls to prevent
reoccurrence. (2) Restores an unacceptable or adverse condition to an acceptable condition or
capability.

Effectiveness Review Plan: A plan developed during the RCE process to verify that the intended
or expected results were achieved after implementation of corrective actions. The plan includes
the following: methods used to verify the actions met the desired outcome, attributes to be
monitored and evaluated, success criteria, and expected timeline to perform the review.

Extent of Cause: The extent to which the cause of an identified problem has impacted, or has
the potential to impact, other plant equipment, processes, or human performance.

Failure Analysis: A process that includes; identification and documentation of the circumstances
that possibly contributed to the failure or the effect, detailed analysis, including testing if
appropriate, of the failed component to determine the specific cause of the failure,
documentation of results and recommendations of actions to be taken to correct the existing
situation and to prevent similar future occurrences.

Human Factors Analysis and Classification System (HFACS): A human error framework
designed to systematically examine underlying human causal factors and to improve accident
investigations focused on four levels of failure: 1) Unsafe Acts, 2) Preconditions for Unsafe Acts,
3) Unsafe Supervision, and 4) Organizational Influences.

Life-Threatening Injury: An acute injury that required immediate life-preserving rescue action,
and if not applied immediately would likely have resulted in the death of that person.
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Life-Altering Injury: An acute injury that resulted in a permanent and significant loss of a major
body part or organ function that permanently changes or disables that person’s normal life
activity.

Process Hazard Analysis (PHA): A thorough, orderly, and systematic approach for identifying,
evaluating, and controlling the hazards of processes involving highly hazardous chemicals.

Root Cause: (1) A factor that caused a nonconformance and should be permanently eliminated
through process improvement (2) The underlying event, condition, or phenomena that, if
corrected would eliminate the probability of the event recurring.

Root Cause Evaluation (RCE) (sometimes referred to a Root Cause Analysis (RCA)): A formal
and rigorous investigation that uses industry-accepted analysis methods to determine the root
cause(s) of a problem. The RCE identifies required corrective actions that prevent, or reduce
the likelihood of a recurrence of the problem for the same or similar root cause(s).

Serious Safety Incidents: An incident resulting in a Life-Threatening or Life-Altering Injury or a

fatality to the public, employees or contractors resulting from work on or caused by a failure or
malfunction of PG&E facilities.

Requirements:

- To be added upon publishing to the Guidance Document Library

Records:

- To be added upon publishing to the Guidance Document Library

Implementation Responsibilities:

Each officer and director is responsible for implementing the Enterprise Causal Evaluation
Standard within their organization. Directors, managers, and supervisors are responsible for
communicating the standard to all employees and ensuring that their employees understand
and properly implement the requirements of this standard.

Reference Documents:

- To be added upon publishing to the Guidance Document Library

Appendix 1: RCE Process Timeline

Appendix 2: RCE Communication Protocol
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Attachment 5: Action ltems and Due Dates

PROPOSED DECISION

PG&E Action Action date
1. The new Contractor Safety Standard becomes effective. Effective date of
agreement

2. Incorporate enhanced standard contract terms to address contractor Effective date of
safety into all new contracts that have high or medium risk contractor agreement
safety tasks included in the scope of work.

3. The PG&E Enterprise Causal Evaluation Standard becomes effective. | Effective date of

agreement

4. PG&E to provide to SED a sample Line of Business contractor March 1,2015
oversight procedure for comment and review.

5. The Lines of Business will approve procedures to implement the June 1, 2015
Enterprise Causal Evaluation Standard.

6. The Lines of Business will implement the procedures for the Enterprise | December 31, 2015
Causal Evaluation Standard. (see #5 above)

7. Prequalification of all high and medium safety risk contractors under December 31, 2015
the contractor safety program will be completed.

8. Each Line of Business will develop and approve contractor oversight December 31, 2015
procedures.

9. Safety, Health and Environmental Department will develop and December 31, 2015
implement a process to ‘flag’ contractors and capture lessons learned
so they can be shared across the enterprise.

10. PG&E will establish a Cross Functional CE Review Committee December 31, 2015
responsible for validating compliance with the Enterprise Causal
Evaluation Standard and identifying opportunities for continued
improvement.

11. Prequalification of all high and medium risk subcontractors under the December 31, 2016
contractor safety program will be completed.

12. Incorporate enhanced standard contract terms to address contractor December 31, 2016
safety into all existing contracts that have high or medium risk
contractor safety tasks included the scope of work.

13. Each Line of Business will implement their contractor oversight December 31, 2016

procedures. (see #8 above)




