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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE
STATE OF CALIFORNIA

Joint Application of Pacific Gas and Electric Application 26-02-005
Company (U39E), Southern California Edison
(U338E) and San Diego Gas & Electric (Filed February 09, 2026)

Company (U902E) Requesting Commission
Approval of Proposals for a BCR Calculation
Methodology, Audit Methodology, and Cost
Recovery Conditions as Specified in
Resolution SPD-37.

ENERGY PRODUCERS AND USERS COALITION
REPLY COMMENTS ON JOINT IOUS’ PROPOSALS FOR A BCR CALCULATION METHODOLOGY,
AUDIT METHODOLOGY, AND COST RECOVERY CONDITIONS, INTERVENOR
COUNTERPROPOSALS, AND STAFF WHITE PAPER

The Energy Producers and Users Coalition (EPUC)* submits these reply comments
pursuant to the April 10, 2026 Assigned Commissioner’s Scoping Memo And Ruling and the
May 12, 2026 Email Ruling Granting Parties Opportunity To File Comments On Staff White Paper
On June 9, 2026.
L. INTRODUCTION

Under Senate Bill (SB) 884, codified in Public Utilities Code Section 8355.5, the
Commission is required to establish an expedited electric utility distribution infrastructure
undergrounding program for large electric corporations. SB 884 is an effort to affordably reduce
the risk of wildfires that have increasingly threatened California communities. The legislative

intent to reduce costs while addressing outages and wildfire risk must remain a focus as the

LEPUC represents the electricity end-use interests of the following companies in this proceeding:
California Resources Corp., Chevron U.S.A. Inc., PBF Holding Company, Phillips 66 Company, and Tesoro
Refining & Marketing Company LLC.
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Commission considers proposals in this Application. In particular, how the Benefit-Cost Ratios
(BCR) are calculated, the adequacy of an audit methodology framework, and whether any
additional cost recovery conditions are appropriate, should all be evaluated through an
affordability lens.?

To participate in the SB 884 program, the large electrical corporation must first submit
a 10-year infrastructure undergrounding plan (Electric Undergrounding Plan (EUP)) with the
Office of Energy Infrastructure Safety (Energy Safety).3 Energy Safety “reviews and approves the
utilities ten-year undergrounding plans.”* The Commission is then tasked with “reviewing
applications seeking conditional approval of costs ensuring that ratepayer-funded expenditures
are reasonable and consistent with statutory and Commission requirements.”>

In accordance with SB 884, the Commission first issued SPD-15 on March 8, 2024,
adopting the specific process and requirements for Commission review of EUP applications and
conditional approval or denial of related costs.® SPD-37 issued on December 10, 2025, refined
and updated the EUP process.” Specifically, SPD-37:

e Updates and adds Phase 2 Application requirements that aid the Commission in

developing a record to determine whether cost recovery is reasonable.

2 Senate Bill 884, Assembly Floor Analysis, Aug. 15, 2022 (available at: 202120220SB884 Assembly Floor
Analysis (7).pdf).

3 See Resolution SPD-15, Mar. 8, 2024, Attachment 1, SB 884 Program: CPUC Guidelines at 2.

4 D.26-02-026, Order Modifying Resolution SPD-37 and Denying Rehearing of the Resolution, as
Modified, A.26-01-006, Feb. 6, 2026 at 1.

> Ibid.

6SPD-15 at 1-3.

7 Resolution SPD-37, Dec. 10, 2025 at 4 (“Resolution SPD-15 deferred finalizing several of these
concepts, including the audit of the one-way balancing account, progress report filings, and the SB 884
Project List Data Requirements Guidelines, to a later Commission decision or order, and this Resolution
acts on those items and others that have arisen since SPD-15's adoption.”).
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e Explains a process for ensuring costs recovered via the memorandum account
adopted in Resolution SPD-15 are capped and not excessive. Adopts primary and
secondary objectives for an audit of any costs recorded to the one-way balancing
account adopted in Resolution SPD-15.

e Establishes a joint Phase 1 Application process to resolve issues not addressed in this
Resolution, including how Cost-Benefit Ratios (CBR) must be calculated; whether
large electrical corporations’ proposed audit methodology is adequate; and whether
any additional conditions should be placed on what costs are allowed to be
recovered through the one-way balancing account adopted in Resolution SPD-15.8

SPD-37 directed the large electrical corporations to file the joint Phase 1 Application

within 60 days of December 4, 2025°. Accordingly, the Joint I0Us, PG&E, SCE, and SDG&E filed
the instant Application on February 9, 2026, providing a “proposed method for calculating a
BCR, an audit methodology framework, additional cost recovery conditions, and other
considerations.”1?

Comments and Counterproposals to the Joint IOUs’ Application were filed on June 9,

2026. Parties and the Joint IOUs also provided comments on the April 10, 2026, Staff White
Paper on Benefit Cost Ratio Methodology. The Reply Comments below respond to the positions

raised in these comments.

8 SPD-37 at 2.

%Id. at 37, Ordering Paragraph 12.

10 Joint Application of Pacific Gas and Electric Company, Southern California Edison, and San Diego Gas &
Electric Company Requesting Commission Approval of Proposals for a BCR Calculation Methodology,
Audit Methodology, and Cost Recovery Conditions as Specified in Resolution SPD-37, A.26-02-005, Feb. 9,
2026 at 1.
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1. REPLY COMMENTS
A. THE COMMISSION CAN EASILY DISPOSE OF THE JOINT IOUS’ ARGUMENT THAT

THE EUP APPLICATION PROCESS IS NOT THE APPROPRIATE VENUE TO MODIFY
THE BCR METHODOLOGY

At the outset, the Joint IOUs take the position that “the EUP application process is not
the appropriate venue to evaluate or adopt material changes to BCR methodology, including
the treatment of O&M costs and O&M savings.”!! Instead, the Joint IOUs believe that the Risk-
based Decision-making Framework (RDF) proceeding, R.26-04-016, is the proper venue to
address BCR calculations.'2 The Commission can easily dismiss this contention. SPD-37
explained that:

Because the RDF proceeding is applicable to assessing utility
spending across its entire portfolio of all enterprise risks, any
directives regarding CBR calculations must inherently be broadly
applicable. However, in the context of EUPs, which discretely
focus on the specific risks of wildfire and reliability impacts from

outage programs, more specific, targeted direction for CBR
calculations is necessary.!3

The Commission explicitly established a new Phase 1 Application process to determine
the BCR calculations used for the SB 884 program.* The Joint IOUs initially acknowledged this
point in their Application, stating that:

The processes, methodologies, cost recovery conditions and other
considerations addressed in this proceeding apply only to a

11 joint Comments of Pacific Gas and Electric Company, Southern California Edison and San Diego Gas &
Electric Company on Staff BCR White Paper (Joint IOU Comments), A.26-02-005, Jun. 9, 2026 at 1-2.
121d. at 2.

13 5pD-37 at 24.

1 d. at 25.
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Senate Bill (SB) 884 10-year undergrounding program and are not
applicable to other programs or proceedings.®®

Moreover, the RDF proceeding affirms the Joint IOUs’ original position that the SB 884
BCR methodology is a separate and distinct consideration, not applicable to other programs or
proceedings.!® Therefore, the Commission should disregard the Joint IOUs’ arguments; the
instant proceeding is the proper forum to consider the SB 884 BCR methodology.

B. STAFF’'S METHOD 3 BCR METHODOLOGY IS MATHEMATICALLY SOUND,

ADMINISTRATIVELY WORKABLE, AND ENABLES THE COMMISSION TO FULFILL
SB 884 REQUIREMENTS AND RDF OBJECTIVES

Cal Advocates!’ and TURN!® support adoption of the Method 3 Benefit-Cost Ratio (BCR)
calculation recommended by CPUC staff (Staff) in its Staff Whitepaper.'® Method 3 applies the
Disaggregated Formulation:

This formulation separates the O&M components entirely: O&M
Costs are added to the denominator (as a cost), and O&M Savings
are added to the numerator (as a benefit). Critically, this
formulation addresses the structural inconsistencies of previous
approaches by avoiding negative BCR values resulting from

15 A.26-02-005 at 1.

16 A.26-04-016, Order Instituting Rulemaking to Refine the Risk Based Decision Making Framework for
Electric and Gas Utilities, May 7, 2026 at 14 (“As noted in the application, ‘[t]he processes,
methodologies, cost recovery conditions and other considerations addressed in this proceeding apply
only to a [SB] 884 10-year undergrounding program and are not applicable to other programs or
proceedings.’ Still, methods considered in A.26-02-005 may inform work in this proceeding.”).

17 See Response of the Public Advocates’ Office to Scoping Memo Request for Comments and Counter
Proposals to Joint IOUs’ Proposals for a BCR Calculation Methodology, Audit Methodology, and Cost
Recovery Condition as Specified in Resolution SPD-37 (Cal Advocates’ Response), A.26-02-005, Jun. 9,
2026 at 5-6.

18 See Counterproposal and Comments of The Utility Reform Network on Joint Application of Pacific Gas
and Electric Company, Southern California Edison, and San Diego Gas & Electric Company Requesting
Commission Approval of Proposals for a BCR Calculation Methodology, Audit Methodology, and Cost
Recovery Conditions as Specified In Resolution SPD-37 and Staff White Paper, A.26-02-005, Jun. 9, 2026
at 15.

19 Staff White Paper on Benefit-Cost Ratio Methodology (Staff White Paper), A.26-02-005, April 10, 2026
at 24, 27.
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negative denominators and enabling the evaluation of projects
with negligible or zero capital expenditure.?°

The Joint IOUs oppose adoption of Method 3, recommending adoption of Method 1,
which combines O&M Costs and O&M Savings into a Net O&M value (O&M Savings minus O&M
Costs) and subtracts that Net O&M value from capital costs in the denominator.?! The
Commission should adopt Method 3 because it is mathematically sound, administratively
workable, and fulfills SB 884 statutory requirements and RDF objectives. Method 3 properly
treats operating and maintenance (O&M) cost savings as a benefit in the numerator of the BCR
calculus and O&M cost savings in the denominator (as opposed to netting O&M costs as “Net
O&M” as in Method 1, which is an inferior method with infirmities).??

1. Method 3 is Mathematically Sound

The Commission approves utility costs for utility cost recovery, not utility avoided costs
or savings. Although the Joint IOUs have the latitude to unilaterally file for reductions to
authorized revenue requirement due to O&M cost savings generated by risk reduction projects,
there is no statutory or Commission precedent that requires such forfeiture of cost savings by
the Joint I0Us. Accordingly, O&M cost savings belong in the numerator of the BCR calculus,
along with other benefits (i.e., safety, reliability, and financial monetized risks). O&M cost
savings are not “costs.”

Further, placing O&M cost savings in the BCR denominator as an offset to project capital

and operating expenses is inconsistent with academic literature and established cost-benefit

20 d. at 20.
21 See Joint IOU Comments at 3-4; see also Staff White Paper at 19.
22 See Cal Advocates’ Response at 5-6, 14-21.
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analysis guidance from multiple federal agencies, as discussed by Staff?3 and Cal Advocates.?*

From a mathematical standpoint, Method 3 is robust and mathematically sound, and is not

susceptible to “edge cases,”?> which can produce intelligible results for projects with either low

capital costs or large O&M cost savings.

2. Method 3 Is Administratively Workable

The Joint I0Us, however, criticize Method 3, positing that Method 3:

Improperly reclassifies O&M savings as benefits

Dilutes the clarity of risk reduction performance

Co-mingles risk-reduction benefits with O&M savings, obscuring analytical
transparency

May prioritize projects with greater cost savings but lower risk reduction
Reduces transparency, auditability, and comparability

Complicates ratemaking and cost recovery alignment.2®

The Commission should disregard these criticisms, as Method 3 is administratively

workable, not only for the Commission and Staff but also for intervening parties and other

stakeholders. While the Joint IOUs may need to do some legwork to reconcile prior and current

BCR methodologies with the future application of Method 3, that administrative burden is not a

compelling reason to delay or reject its adoption.

23 Staff White Paper at 4-6.

24 Cal Advocates’ Response at 5, 15-17.
25 Joint IOU Comments at 17-109.

26 |d. at 4. Citations omitted.
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Contrary to the Joint IOUs’ argument, there is no improper reclassification of O&M
savings as benefits because O&M savings by definition are not costs for which the utility is
seeking cost recovery. Ratemaking and cost recovery are not impacted, because O&M savings
are not costs for which the Joint IOUs will be seeking cost recovery in rates. Risk reduction
transparency is not reduced so long as the Commission adopts a single, common BCR
methodology to be utilized by all jurisdictional utilities. Indeed, the Joint IOUs admit in their
proposed Guardrail 1 for Method 1 that staff’s latest revised SB 884 Project List Data
Requirements Guidelines?’ require transparent reporting of Present Value O&M savings.®
Similarly, there is no loss of analytical transparency if Present Value O&M savings are properly
quantified and shown in the calculus; auditability and comparability will actually be improved,
not reduced.

The Joint IOUs’ claim that prioritization of higher risk reduction projects will be
jeopardized should also be disregarded. SB 884 specifically requires prioritization of utility
undergrounding projects based on four criteria: wildfire risk reduction, public safety, cost
efficiency, and reliability benefits.2° With adoption of a single, uniform Method 3 BCR

calculation methodology, the relative ranking of risk reduction projects will not be distorted.

27 See SB 884 Project List Data Requirements Guidelines, Safety Policy Division, Jul. 24, 2026 (available at:
sb-884-project-list-data-requirements-guidelines.pdf).

28 Joint IOU Comments at 16 (“...now appropriately requires expanded, standardized reporting of
individual BCR components, including present value (PV) risk reduction benefits, PV capital costs, PV
incremental O&M costs, PV incremental O&M savings, and baseline O&M costs for the No-Build
scenario.”) Citations omitted.

29 pyb. Util. Code § 8388.5(c)(2) (“Identification of the undergrounding projects that will be constructed
as part of the program, including a means of prioritizing undergrounding projects based on wildfire risk
reduction, public safety, cost efficiency, and reliability benefits.” See also, subsection (c)(6): “(6) An
evaluation of project costs, projected economic benefits over the life of the assets, and any cost
containment assumptions, including the economies of scale necessary to reduce wildfire risk and
mitigation costs and establish a sustainable supply chain.”).
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https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/safety-policy-division/documents/sb-884-project-list-data-requirements-guidelines.pdf

Project cost efficiency is a key SB 884 criterion; as discussed above, O&M savings are not
project costs that the Commission approves as part of project funding.

While Method 3 may occasionally prioritize projects with higher cost savings but lower
risk reduction, that is not a material impediment to adoption of Method 3. The Joint IOUs have
discretion to consider other factors in addition to BCR in selecting risk mitigation for both their
RAMP and GRC applications.?° Indeed, recent utility RAMP and GRC proposals to implement risk
mitigation projects having BCRs less than 1.0 testifies to this flexibility.

Issues may arise in reconciling past risk reduction mitigation metrics with current
metrics, but those issues can be resolved by the utilities in their RAMP and GRC filings. Over
time, utilization of a single, uniform methodology by the Joint IOUs will ultimately create
consistency, transparency, and repeatability of BCR calculations, which will be an
administratively efficient outcome for all stakeholders, including the Joint I0OUs.

3. The Commission Has Discretion to Adopt the BCR Methodology that

Best Enables it to Fulfill SB 884 Statutory Requirements and RDF
Objectives

Neither SB 884 nor the RDF expressly addresses or provides guidance on the treatment
of avoided costs, or netting of costs. Accordingly, the Commission has discretion to adopt the
BCR methodology that will produce BCR metrics best enabling it and the Joint I0Us to fulfill SB
884 statutory requirements and RDF objectives. Specifically, Method 3 will best enable the

prioritization of utility undergrounding projects for wildfire risk reduction, public safety, cost

30 See D.25-08-032, Phase 4 Decision, A.20-07-016, Aug. 29, 2025, Appendix A at A-24, Row 26; see also
Application of Southern California Edison Company Regarding 2026 Risk Assessment Mitigation Phase,
A.26-05-018, May 15, 2026 at 21.
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efficiency, and reliability benefits.3! All four of these criteria must be considered by the
Commission in prioritizing undergrounding projects.
C. METHOD 1 IS INFERIOR TO METHOD 3 BECAUSE IT ARTIFICIALLY REDUCES THE
TRUE COST OF RISK MITIGATION PROJECTS IN THE BCR DENOMINATOR

INSTEAD OF TREATING O&M COST SAVINGS AS AN UNCERTAIN BENEFIT IN THE
BCR NUMERATOR

The Joint I0Us’ advocacy?3? for adoption of the Method 1 BCR methodology,* which
places O&M savings in the denominator of the BCR calculus, would lead to an artificial cost
reduction, obscuring the true cost of risk mitigation projects. If Method 1 included O&M cost
savings as a separate line item reduction to the GRC revenue requirement, it might improve
transparency—but even that would not resolve the issue of uncertainty. Given that O&M
savings from implementation of risk mitigation projects provide no certainty of being achieved
and thereby reducing customer rates, they logically belong in the numerator with other project
benefits. The Joint IOUs do not guarantee the realization of O&M cost savings, nor do they
commit to a mechanism that would make customers whole if such savings fail to materialize.

One possible way to make Method 1 acceptable for utility undergrounding projects
would be to require inclusion of O&M cost savings, negative costs, in a Commission-approved
balancing account to ensure refund to ratepayers. SB 884 does not prohibit this possible
avoided O&M cost savings recovery mechanism.

(6) The commission shall consider continuing an existing commission-approved

balancing account ratemaking mechanism for system hardening for the duration of a

plan, as determined by the commission, and shall authorize recovery of recorded costs
that are determined to be just and reasonable.3*

31 pyb. Util. Code § 8388.5(c)(2).
32 Joint IOU Comments at 3, 4.

33 Staff White Paper at 24.

34 pub. Util. Code § 8388.5(e)(6).
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O&M cost savings would necessarily be recorded by the Joint IOUs as negative cost entries in a
subaccount within the balancing account ledger. Such negative cost accounting may be
opposed by the Joint I0Us as a cost recovery feature of Method 1 adoption. The Commission
should instead adopt Method 3 and properly treat O&M cost savings as a benefit in the
numerator of the BCR calculus.

D. THE COMMISSION SHOULD ADOPT SEVERAL RELATED RECOMMENDATIONS
PROPOSED BY CAL ADVOCATES

Cal Advocates makes several additional recommendations worthy of Commission
consideration and adoption in this proceeding.

1. Risk-Averse Scaling of BCR Consequence Values

The application of risk-averse scaling to BCR consequence values should be uniform
among and between the Joint IOUs to ensure transparency and comparability between the
Joint IOUs’ undergrounding project selections.® The logical default position for the Commission
would be to rely upon linear (i.e., unscaled, or risk-neutral) BCRs, which the Joint IOUs are
required to provide under the RDF when applying a truncated power-law or other tail-risk
function to its wildfire risk mitigation analysis.3® Because wildfire risk analysis focuses on low-
probability, high-consequence tail-risk events, risk-averse scaling is appropriate for
undergrounding projects but must be uniformly applied by the Joint IOUs to ensure optimal risk

reduction and cost-effectiveness.

35 Cal Advocates’ Response at 21-40.
36 See D.25-08-032, Appendix A at A-10, Row 7.
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2. Reliability Value of Service

The Joint IOUs propose to utilize separate, system-average value of service (VOS) for
residential and non-residential customer classes, but recommend against using location-specific
information to calculate those VOS values.3” Wildfire risk, and utility undergrounding projects,
must reflect the reliability risk and monetized value at a level of granularity that closely
approximates the customer reliability impacts. These impacts are directly related to the
customer class, duration of outages, and the customers location (e.g., within High Fire Threat
District (HFTD), coastal, or urban location). The use of a single system-wide VOS disregards the
location-specific dimension of customer reliability impact quantification. It presumes that each
customer in the customer class, irrespective of location, has the same VOS. This approach
recommended by the Joint I0Us will overstate the VOS for customers in HFTD.3& The
Commission should require the Joint IOUs to work with Staff on defining the boundaries for
calculation of location-specific VOS at a level of granularity that at least differentiates VOS in
HFTD.

3. Discounting

The Joint IOUs propose that each utility have discretion to choose the discount rate
scenario it uses for selection of undergrounding projects. Cal Advocates rightly observes that
there is no justification for allowing this unnecessary and administratively inefficient approach
to discount scenario selection.3° The Commission should require undergrounding project

selections to be based on a common discount scenario, preferably the Weighted-Average Cost

37 Cal Advocates’ Response at 40-41.
38 1d. at 44.
3 1d. at 47-48.
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of Capital Discount Rate Scenario identified in the RDF,*° given that ratepayers pay the costs
and receive the benefits of undergrounding. The Hybrid Discount Rate Scenario is the second-
best alternative.
. CONCLUSION
The Energy Producers and Users Coalition appreciates the opportunity to submit Reply
Comments and urges the Commission to adopt undergrounding measures that ensure safety

and reliability, while safeguarding affordability

Respectfully submitted,
BUCHALTER LLP

By:

i?xf‘\ P ¥ T '%?E,/

Nora Sheriff

Counsel for the Energy Producers and Users
Coalition

July 7, 2026

40 See D.25-08-032, Appendix A at A-20, Row 25.
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