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I. INTRODUCTION 

A. Procedural Background. 

On February 9, 2026, Pacific Gas and Electric (PG&E), Southern California 

Edison (SCE), and San Diego Gas & Electric (SDG&E) (collectively the Joint Investor 

Owned Utilities or IOUs), jointly filed application A.26-02-005 pursuant to Resolution 

SPD-37.1  This application addresses the Joint IOU proposals for benefit-cost ratio (BCR) 

calculations, audit methodologies, and additional conditions on the balancing account to 

which the majority of undergrounding costs are expected to be recorded.2  On April 10, 

2026, President Reynolds of the California Public Utilities Commission (CPUC) 

provided the scoping memo for this proceeding, which includes a white paper authored 

by the Commission’s Safety Policy Division (SPD).3 

On June 9, 2026, the Public Advocates Office at the California Public Utilities 

Commission (Cal Advocates), The Utility Reform Network (TURN), and Mussey Grade 

Road Alliance (MGRA) filed timely replies and counterproposals to the Joint IOUs’ 

application.4  On June 9, 2026, the Joint IOUs filed comments on the SPD staff white 

paper (SPD White Paper).5 

 
1 Resolution SPD-37, at 30. 
2 “Only if costs meet certain conditions (Phase 2 Conditions), will the Commission authorize their 
recovery via a one-way balancing account, which shall remain subject to audit … If the Commission 
approves cost recovery in the one-way balancing account, the Commission will also authorize the large 
electrical corporation to record, in a memorandum account, any Plan costs that fail to meet the Phase 2 
Conditions.”  Resolution SPD-15, March 8, 2024, Attachment 1 at 4. 
3 Assigned Commissioner’s Scoping Memo and Ruling, April 10, 2026, and attachment (SPD White 
Paper). 
4 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 SSD-37 (Cal Advocates opening comments), June 9, 2026; 
Counterproposal and Comments of The Utility Reform Network (TURN) 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 (TURN opening 
comments), June 9, 2026; Mussey Grade Road Alliance Comments on Joint Utility Proposal and Safety 
Policy Division Benefit Cost Ratio Proposal (MGRA opening comments), June 9, 2026. 
5 Joint Comments of Pacific Gas and Electric Company (U 39-E), Southern California Edison (U 338-E) 
and San Diego Gas & Electric Company (U 902-E) on Staff BCR White Paper (Joint IOUs’ Opening 
Comments), June 9, 2026. 
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Cal Advocates hereby submits these replies pursuant to Rule 2.6 of the 

Commission’s Rules of Practice and Procedure, and the Assigned Commissioner’s 

Scoping Memo and Ruling in Application A.26-02-005.6  

B. Explanation of methods and overview of Joint IOU 
comments. 

The SPD White Paper considers three methodological setups for the BCR 

formulation.7  All three methods include the risk reduction benefit of a mitigation in the 

numerator, and the capital costs of a mitigation in the denominator.  Methods 1 and 2 

include the net reduction in lifetime operations and maintenance (O&M) costs as cost 

modifiers in the denominator of the BCR.  Method 3 includes realized O&M costs 

associated with the mitigation in the denominator, and O&M savings in the numerator, as 

a benefit.8 

Cal Advocates shows in its opening comments that Method 3 most correctly 

accounts for the avoided O&M costs expected to result from a mitigation, and 

demonstrates that Method 3 most closely aligns with prevailing economic theory, 

academic literature, and common cost-benefit analysis guidance.9 

The Joint IOUs, in contrast, favor Method 1, and propose three “guardrails to 

ensure negative BCR outcomes are managed in a consistent manner, while preserving 

comparability, interpretability, and alignment with the Commission’s policy 

objectives.”10  In these comments, Cal Advocates refutes the arguments posed by the 

Joint IOUs, and demonstrates that Method 3 is the most reasonable of the three methods 

outlined in the SPD White Paper.  Cal Advocates does not address the Joint IOUs’ 

 
6 Assigned Commissioner’s Scoping Memo and Ruling, April 10, 2026. 
7 SPD White Paper, Table 1 at 24. 
8 SPD White Paper, Table 1 at 24. 
9 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’ Opening Comments).  Sections 
III.A.2 and III.A.3. 
10 Joint IOUs’ Opening Comments, at 16-19. 
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proposed guardrails, as such guardrails attempt to fix problems that are entirely avoided 

under the more appropriate Method 3. 

II. THE BCR IS NOT A RISK-SPEND EFFICIENCY METRIC 

A. The Joint IOUs improperly characterize the BCR  

The Joint IOUs argue that “…Method 1 preserves the integrity of the BCR as a 

measure of effectiveness of a mitigation in reducing risk-related outcomes,”11 and that 

this “reflects the intent of SB 884….”12  This mischaracterizes the BCR as a risk-

reduction metric, similar to the risk-spend efficiency (RSE) that was utilized in previous 

versions of the risk-based decision-making framework (RDF).13  However, the Phase 2 

Decision (D.22-12-027) modified the RDF requiring the Joint IOUs “…to develop and 

present cost-benefit ratios (CBRs) in their Risk Assessment and Mitigation Phase 

(RAMP) and general rate case (GRC) filings, rather than Risk-Spend Efficiency (RSE) 

ratios.”14,15  

In other words, the Commission intentionally replaced the RSE framework with a 

BCR framework to improve transparency and evaluate mitigation alternatives based on 

the relationship between their benefits—not merely risk reduction—and costs. Contrary 

to the Commission’s stated rational, throughout their comments the Joint IOUs continue 

to characterize the BCR as a measure of “risk reduction per dollar spent,”16 “the 

effectiveness of a mitigation in reducing risk-related outcomes,”17 and “risk-reduction 

performance.”18  These definitions represent the benefits of a mitigation as solely risk 

 
11 Joint IOUs’ Opening Comments, at 7, lines 1-3. 
12 Joint IOUs’ Opening Comments, at 6, lines 10-12. 
13 For background see D.22-12-027, Phase II Decision Adoption Modifications to the Risk-Based 
Decision-Making Framework Adopted in Decision 18-12-014 and Directing Environmental and Social 
Justice Pilots., at 4.  
14 D.24-05-064, Phase 3 Decision. At 68. 
15 The rational for the shift from RSE to BCR is that “…[RSE values] do not show whether the Benefits 
of a proposed mitigation measure outweigh the costs.”  D.22-12-027, at 55. 
16 Joint IOUs’ Opening Comments, at 3, 4, 10, 12, 20. 
17 Joint IOUs’ Opening Comments, at 7. 
18 Joint IOUs’ Opening Comments, at 9. 
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reduction, and are therefore all descriptions of a risk-spend efficiency metric rather than a 

benefit-cost ratio.19   

Under the former RSE framework, mitigation efficiency was measured by wildfire 

risk points reduced per dollar spent.20  Under the current BCR framework, the 

Commission defines the BCR as the ratio of mitigation benefits to mitigation costs and 

specifies that “…the Benefits should reflect the full set of Benefits that are the results of 

the incurred costs.”21  Thus, the transition from RSE to BCR was not simply a change in 

units, but a change in the underlying evaluative framework from measuring risk-

reduction efficiency to evaluating the total benefits generated by a mitigation relative to 

its costs.  By judging the proposed formulations based on their adherence to a “risk 

reduction per dollar spent” metric, the Joint IOUs effectively evaluate the BCR as if it 

were simply a monetized version of the RSE instead of the comprehensive benefit-cost 

framework adopted by the Commission.   

B. The Joint IOUs mischaracterize Method 3 as a cost 
savings metric 

The Joint IOUs argue that, by including avoided O&M in the numerator, the BCR 

under Method 3 effectively functions “as a savings-prioritization metric.”22  The Joint 

IOUs’ concern is that by including avoided O&M (i.e., cost savings) in the numerator as 

a benefit, “project prioritization…may be influenced be the magnitude of cost 

savings….”23  The Joint IOUs then present a carefully manicured numerical example 

which purports to show that when avoided O&M is large relative to wildfire risk 

reduction, Method 3 results in a larger BCR than Method 1, thus prioritizing a mitigation 

 
19 See for instance: Joint IOUs’ Opening Comments, at 3, lines 6-10; at 4, lines 2-3; at 4, line 14; at 6, 
lines 6-15; at 7, lines 1-3; at 8, lines 12-15; at 9, lines 12-14; at 10, lines 2-4; at 12, lines 10-12; at 15, 
lines 14-16. 
20 D.22-12-027, at 20. 
21 D.25-08-032, Phase 4 Decision. Appendix A. At A-19, row 25. 
22 Joint IOUs’ Opening Comments, at 12, lines 12-14. 
23 Joint IOUs’ Opening Comments, at 12, lines 14-16. 
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with greater cost savings than risk reduction.24  While the example appears to support the 

claim that Method 3 is overly influenced by O&M savings, it does not properly 

characterize the broader mathematical properties of the competing BCR formulations.25  

In fact, the ordering demonstrated in the Joint IOUs’ example will only hold when the 

BCR is less than one (i.e., the project costs more than then benefits that would accrue).26  

SPD-37 requires that EUP applications “shall include undergrounding projects that have 

a forecasted BCR greater than or equal to 1”.27  Therefore the IOUs’ discussion of the 

behavior of Method 3 for BCRs less than 1 is irrelevant and misleading. 

More generally, Method 1 systematically places substantially greater weight on 

avoided O&M than Method 3.  The influence of avoided O&M on the resulting BCR for 

Methods 1 and 3 is expressed in Table 1 by the rate at which the respective BCRs 

increase as avoided O&M increases (moving down the rows of the table).  In Table 1 it is 

clear that: the rate of change in the BCR is much greater for Method 1 than for Method 3, 

and Method 3 will only prioritize “lower risk reduction, higher cost savings” projects 

relative to Method 1 when the BCR is less than 1 (Examples 10-12).  Again, this is 

irrelevant given that a project with a BCR less than 1 will not be considered.   

 
24 Joint IOUs’ Opening Comments, at 12-13. 
25 In fact, the reason Method 3 results in a larger BCR for Project B than for Project A is not related to the 
magnitude of the relationship between wildfire risk and avoided O&M.  Rather, Method 3 results in a 
larger BCR for Project B than for Project A due to the fact that the total benefits of Project B are greater 
than Project A.  
26 This relationship was demonstrated in detail in Section III.A.4 of Cal Advocates’ opening comments. 
27 SPD-37, Attachment B, at 13. 
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Table 1. Demonstrates that Method 1 is substantially more sensitive than Method 3 to 
increases in avoided O&M costs.28  
 

Example	 Avoided	O&M		 Method	1	BCR		 Method	3	BCR	
Difference	M1	‐	

M3	
1 $0 0.40 0.40 0.00 
2 $25,000 0.42 0.45 -0.03 
3 $50,000 0.44 0.50 -0.06 
4 $75,000 0.47 0.55 -0.08 
5 $100,000 0.50 0.60 -0.10 
6 $125,000 0.53 0.65 -0.12 
7 $150,000 0.57 0.70 -0.13 
8 $175,000 0.62 0.75 -0.13 
9 $200,000 0.67 0.80 -0.13 

10 $225,000 0.73 0.85 -0.12 
11 $250,000 0.80 0.90 -0.10 
12 $275,000 0.89 0.95 -0.06 
13 $300,000 1.00 1.00 0.00 
14 $325,000 1.14 1.05 0.09 
15 $350,000 1.33 1.10 0.23 
16 $375,000 1.60 1.15 0.45 
17 $400,000 2.00 1.20 0.80 
18 $425,000 2.67 1.25 1.42 
19 $450,000 4.00 1.30 2.70 
20 $475,000 8.00 1.35 6.65 

Notes: For all examples, Capital Costs = $500K and Wildfire Risk Reduction = $200K.29 

 

The differential influence of avoided O&M in each BCR formulation can be 

demonstrated even more generally by evaluating the derivative of each formulation with 

respect to avoided O&M.  For Method 1 where wildfire risk reductions (𝑩) are in the 

 
28 Sensitivity of the BCR formulation is captured in the change in BCR output between examples as 
avoided O&M increases. Comparison of Method 1 BCR and Method 3 BCR columns shows that: the 
BCR for Method 1 increases at a (non-linear) increasing rate, the BCR for Method 3 increases at a 
constant (linear) rate, and Method 1 will always place greater weight on avoided O&M than Method 3 
when the BCR is greater than 1. 
29 These values are chosen to match those from the Joint IOUs’ example. Joint IOUs’ Opening 
Comments, at 12-13. 
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numerator, and capital costs (𝑪), realized O&M costs (𝑶), and avoided O&M costs (𝑨) 

are in the denominator:30 

𝐵𝐶𝑅ଵ ൌ
𝐵

𝐶 ൅ 𝑂 െ 𝐴
 

𝜕𝐵𝐶𝑅ଵ
𝜕𝐴

ൌ
𝐵

ሺ𝐶 ൅ 𝑂 െ 𝐴ሻଶ
 

For Method 3:31 

𝐵𝐶𝑅ଷ ൌ
𝐵 ൅ 𝐴
𝐶 ൅ 𝑂

 

𝜕𝐵𝐶𝑅ଷ
𝜕𝐴

ൌ
1

𝐶 ൅ 𝑂
 

The resulting derivatives, which express the slope of the BCR as avoided O&M 

changes, indicate that Method 3 increases at a linear rate as avoided O&M increases, 

whereas Method 1 increases at an inverse-square (non-linear) rate.  Figure 1 depicts the 

general relationship expressed by the derivatives using the specific numerical examples 

in Table 1.  The linear blue line demonstrates the insensitivity of Method 3 to increasing 

avoided O&M, whereas the highly non-linear orange line demonstrates the 

disproportionate weight that Method 1 places on avoided O&M for any BCR greater than 

one.  

 

30 
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஻

ሺ஼ାைି஺ሻమ
 .  

Interpretation: as avoided O&M (𝐴) increases, the denominator decreases at a square rate, thus the BCR 
increases at, non-linear, inverse-square rate. 

31 
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Interpretation: as avoided O&M (𝐴) increases, the BCR will increase at a constant (linear) rate. 
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Figure 1. Illustrates how the BCRs (y-axis) for Method 1(orange) and Method 3 (blue) change 
as avoided O&M increases (x-axis) using the examples from Table 1.32  

 

 
The Joint IOUs argue that Method 3 improperly allows avoided O&M to influence 

project prioritization.  However, both the numerical examples and the analytical 

derivatives demonstrate the opposite relationship is true.  Method 1 is systematically 

more responsive to changes in avoided O&M than Method 3, and this difference becomes 

increasingly pronounced as avoided O&M grows relative to other costs.  Consequently, 

Method 1 is more of a “savings-prioritization metric” than Method 3.  Further, if the 

Commission’s objective is to ensure that project rankings are driven primarily by 

wildfire-risk reduction rather than utility assumptions regarding avoided O&M costs, 

Method 3 is the formulation that better achieves that objective. 

 
32 The slope of each line captures the rate of change, or the derivative of each BCR. The plots of the BCR 
formulations support the inference from the derivatives in the main text: the BCR for Method 1 will 
always increase at a greater rate than the BCR for Method 3 when the BCR is greater than 1. 
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III. AVOIDED COSTS SHOULD BE DEFINED AS A BENEFIT 

The Joint IOUs claim, without support, that treating avoided O&M costs as a cost 

offset (negative cost) in the denominator “conforms with well-established principles of 

benefit-cost analysis.”33, 34  This claim ignores the substantial evidence to the contrary.  In 

Sections III.A.2 and III.A.3 of the Cal Advocates Opening Comments, Cal Advocates 

demonstrates that economic theory, academic literature, and common cost-benefit 

analysis guidance all support treating avoided costs as a benefit.35 

A. Avoided O&M costs are a result of mitigation 

The Joint IOUs cite Robinson et al.36 in which costs are linked to the inputs 

necessary to implement a project, and benefits are linked to the outputs (i.e., results) of a 

project.  Under this framework, the Joint IOUs claim that avoided O&M costs represent 

an input to wildfire mitigations.37  The Joint IOUs’ interpretation effectively reverses the 

causal relationship by treating avoided O&M costs that result from a mitigation project as 

an input to that same mitigation project.  Figure 2 illustrates why this causal 

interpretation is difficult to reconcile with the underlying sequence of events.  As 

illustrated in Figure 2, avoided O&M costs arise only after the mitigation has been 

implemented and therefore appear downstream of the mitigation as a consequence of its 

 
33 Joint IOUs’ Opening Comments, at 10, lines 18-19. 
34 In FN 27 of the Joint IOUs’ Opening Comments, the Joint IOUs cite Boardman et al.’s exposition on 
opportunity cost in support of their categorization of avoided O&M costs as a negative cost.  However, 
the Joint IOUs appear to misapply the concept of opportunity cost when they state that “avoided O&M 
reduces the opportunity cost of the alternative.”  The relevant passage on page 31 of Boardman et al. 
explains, “The concept of opportunity cost is used in CBA to place a dollar value on the inputs required to 
implement policies. The opportunity cost of using an input to implement a policy is its value in its best 
alternative use.  Opportunity cost measures the value of what society must forgo to use the input to 
implement the policy.” (emphasis in original). Thus, Boardman et al.’s description of opportunity costs is 
in direct alignment with Cal Advocates’ description from Section III.A.2 of their Opening Comments.  
The Joint IOUs’ further assertion that future O&M expenditures avoided because of the mitigation reduce 
the opportunity cost of the alternative is not explained or supported by the cited passage. 
35 Cal Advocates’ Opening Comments. Sections III.A.2 and III.A.3. 
36 Robinson, L. A., Hammitt, J. K., & O’Keeffe, L. (2019). Conducting benefit-cost analysis in low- and 
middle-income countries: Introduction to the special issue. Journal of Benefit-Cost Analysis, 10(S1), 1–
14, available at https://doi.org/10.1017/bca.2019.4   
37 Joint IOUs’ Opening Comments, at 10, lines 19-22. 
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implementation, just as avoided wildfire risk does.  Thus, according to the input-output 

framework, avoided O&M costs are most appropriately categorized as benefits that result 

from the implementation of a mitigation and belong in the numerator of the BCR. 

Figure 2. This causal graph that depicts the input/output interpretation of costs and benefits of 
a project (i.e., mitigation).38   

 

 

B. Avoided O&M and avoided wildfire risk are conceptually 
analogous 

The Joint IOUs argue that classifying avoided O&M as a benefit creates a broader 

conceptual problem because, under the same logic, negative benefits (i.e., disbenefits) 

could be reclassified as costs and moved to the denominator.39  The Joint IOUs’ argument 

overlooks a more fundamental classification issue.  Avoided O&M costs and avoided 

wildfire costs are economically analogous: both are counterfactual, both are measured 

 
38 Each box represents an input, mitigation, or output, and the single-headed arrows represent the 
direction of attribution in the causal chain.  The Joint IOUs’ interpretation suggests that avoided O&M 
costs are a precursor in the causal chain to the mitigation. Cal Advocates’ interpretation places avoided 
O&M costs downstream of the mitigation, as an output or result of the mitigation.   
39 Joint IOUs’ Opening Comments, at 11. 
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relative to the baseline, and both represent future expenditures or damages avoided 

because the mitigation is implemented.  The Joint IOUs offer no conceptual basis for 

classifying one as a benefit while treating the other as a negative cost.  Indeed, if the logic 

that “reducing future expenditures lowers the cost of the project” were applied 

consistently, one could just as reasonably argue that avoided wildfire losses should also 

be treated as a reduction in project cost because they likewise reduce future costs borne 

by ratepayers.  That result would be inconsistent with standard benefit-cost analysis and 

illustrates why avoided O&M, like avoided wildfire risk, is more appropriately classified 

as a benefit rather than as a negative cost. 

In this same argument the Joint IOUs mischaracterize the SPD White Paper’s 

recommendation where they imply that assignment of benefits or cost should be “based 

solely on whether they are positive or negative.”40  Neither the SPD White Paper nor Cal 

Advocates' Opening Comments propose classifying impacts according to their sign. 

Rather, both distinguish between costs and benefits based on their underlying economic 

character.  Under this framework, avoided O&M is classified as a benefit not because it is 

positive, but because it represents a counterfactual expenditure avoided as a consequence 

of implementing the mitigation, analogous to avoided wildfire losses.41 

C. Cost recovery does not consider counterfactual costs 

The Joint IOUs argue that “Method 3 is also misaligned with the Commission’s 

cost recovery and ratemaking frameworks…” because, “…O&M savings function as cost 

offsets that reduce the overall cost of service.”42  In Section III.A.4 of its opening 

comments, Cal Advocates discusses this conflation of realized costs and counterfactual 

costs in detail.43  As discusses there, the cost-recovery framework applies to expenditures 

 
40 Joint IOUs’ Opening Comments, at 11, lines 17-18. 
41 The Joint IOUs’ example on page 11, used to motivate their argument on assignment by sign, does not 
isolate the incremental impacts of the covered conductor mitigation.  Rather it is predicated on an 
unrealistic baseline in which uncovered overhead conductors are not accompanied by fast-trip settings 
and PSPS. 
42 Joint IOUs’ Opening Comments, at 14, lines 10-13. 
43 Cal Advocates’ Opening Comments, at 18-19. 
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actually incurred by the utility, including realized capital and O&M costs.  By contrast, 

avoided O&M exists only relative to the no-build baseline, it does not reduce the realized 

expenditures that will ultimately be recorded, audited, and recovered from ratepayers.  

IV. METHOD 3 DOES NOT IMPROPERLY “CO-MINGLE” DISTINCT 
BENEFITS 

The Joint IOUs argue that Method 3 “co-mingles” distinct benefit streams.44  The 

Joint IOUs contend that combining wildfire risk-reduction benefits with avoided O&M 

costs (benefits) undermines transparency45 and project prioritization.46  The Joint IOUs’ 

objection to aggregating disparate benefit streams ignores one of the central purposes of 

cost-benefit analysis (CBA), that diverse impacts be monetized.  This allows evaluation 

of “different regulatory options with a variety of attributes using a common measure.”47  

For example, the aggregate benefits of preserving urban open space could include various 

streams of benefits such as recreational value,48 aesthetic quality,49 and biodiversity.50  

The fact that these benefit streams are analytically distinct is not a reason to exclude them 

from the same benefit measure; rather, it is precisely why they are monetized and 

aggregated into a single estimate of total benefits. 

The practice of aggregating distinct benefits streams is not new in the RDF 

framework. Prior to the current BCR framework, the multi-attribute value function 

(MAVf) allowed “…the IOUs to express risk Attributes with dissimilar natural units into 

dimensionless Risk Score values.”51  The current BCR framework within the RDF 

 
44 Joint IOUs’ Opening Comments at 3. 
45 Joint IOUs’ Opening Comments, Section V.B. 
46 Joint IOUs’ Opening Comments, Section V.A.  
47 Office of Management and Budget (OMB). 2023. Circular A-4: Regulatory Analysis. Washington, DC: 
Executive Office of the President. At. 4. 
48 Hanauer, M. M., & Reid, J. (2017). Valuing urban open space using the travel-cost method and the 
implications of measurement error. Journal of Environmental Management, 198(Part 2), 50–65. 
49 Anderson, S. T., & West, S. E. (2006). Open Space, Residential Property Values, and Spatial Context. 
Regional Science and Urban Economics, 36(6), 773–789. 
50 Freeman, A. M., Herriges, J. A., & Kling, C. L. (2014). The Measurement of Environmental and 
Resource Values: Theory and Methods (3rd ed.). 
51 D.22-12-027, at 15. 
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follows this principle by monetizing and aggregating wildfire safety, reliability, and 

financial consequences to measure total risk-reduction benefits. Adding another 

monetized benefit—avoided O&M costs—does not fundamentally alter the analysis; 

rather, it is entirely consistent with both the purpose of cost-benefit analysis and the RDF 

itself, which provides that the numerator of the BCR should reflect “…the full set of 

Benefits that are the results of the incurred costs.”52 

V. The Joint IOUs Have Already Recognized Avoided Costs as Benefits 

Outside of this proceeding, the Joint IOUs have repeatedly characterized avoided 

O&M and other cost savings as benefits of wildfire mitigation.  For example, Figure 3 

shows an example of PG&E's public webpage describing the benefits of undergrounding 

which identifies “lowers maintenance and operating costs” as one of the principal 

benefits of undergrounding.53  Similarly, in the Test Year 2023 General Rate Case, the 

Commission noted SCE’s treatment of avoided cost savings as a benefit in its evaluation 

of wildfire mitigation investments.54  These prior statements are difficult to reconcile 

with the Joint IOUs’ current assertion that avoided O&M savings should not be treated as 

benefits within a benefit-cost analysis. 

 
52 D.25-08-032, Appendix A, at A-19, row 25. 
53 https://www.pge.com/en/outages-and-safety/safety/community-wildfire-safety-program/system-
hardening-and-undergrounding.html. 
54 Decision on Test Year 2023 General Rate Case for Pacific Gas and Electric Company. D.23-11-069.  
At 547. 



 

14 

Figure 3. Screenshot from PG&E’s System Hardening and Undergrounding website 
describing benefits of undergrounding. 

 
 

VI. CAL ADVOCATES SUPPORTS SEVERAL POSITIONS AND 
COUNTERPROPOSALS ADVANCED BY TURN AND MGRA55 

Cal Advocates supports MGRA’s arguments that risk scaling lacks a sufficiently 

established theoretical and empirical foundation to provide a sound basis for mitigation 

selection. Cal Advocates also supports MGRA’s and TURN’s recommendation to use 

risk-neutral BCRs as the default basis for mitigation selection, which aligns with Cal 

Advocates’ recommendation that risk-neutral BCRs be used until a theoretically sound 

and consistently applied risk-aversion framework is established.  Cal Advocates also 

supports TURN’s recommendations that mitigation costs be represented using PVRR to 

reflect the costs ultimately borne by ratepayers and that auditing and cost-recovery 

review not be limited to the portfolio level. 

VII. CONCLUSION 

To ensure the IOUs deploy undergrounding in a targeted and efficient manner and 

to appropriately balance the safety, reliability, and affordability of California’s electric 

grid, the Commission should disregard the Joint IOUs’ support for Method 1, and adopt 

Method 3 as the reasonable and appropriate BCR formulation. 

 

 
55 TURN means, The Utility Reform Network. MGRA means, Mussey Grade Road Alliance. 
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