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1. INTRODUCTION 

 

Pursuant to the schedule set forth in the April 10, 2026 Scoping Memo1 Mussey Grade Road 

Alliance (MGRA) files this reply in response to party comments on the Proposal put forward by 

Pacific Gas and Electric Company (PG&E), Southern California Edison Company (SCE), and San 

Diego Gas and Electric Company (SDG&E; together “Joint IOUs”) for a Benefit-Cost Ratio (BCR) 

Calculation Methodology,2 as well as the Safety Policy Division’s (SPD’s) Benefit Cost Ratio 

White Paper filed along with the Scoping Memo.3 MGRA filed comments timely on the application 

and White Paper.4  Comments were also filed by Cal Advocates,5 TURN,6 and jointly by IOUs.7  

 

MGRA comments concentrated primarily on the risk scaling proposal put forward in the 

original utility application, which proposes that the Commission accept utility risk scaling 

functions. MGRA opposed this proposal, noting that current utility risk scaling functions are 

inadequate and that the utilities should enable the Commission to adopt risk neutral scaling if the 

utilities do not prove their risk scaling functions are correct and in the public interest.8 

 
1 A.26-02-005; ASSIGNED COMMISSIONER’S SCOPING MEMO AND RULING; April 10, 2026. 
(Scoping Memo) 
2 A.26-02-005; JOINT APPLICATION OF PACIFIC GAS AND ELECTRIC COMPANY (U 39-E), 
SOUTHERN CALIFORNIA EDISON (U 338-E) AND SAN DIEGO GAS & ELECTRIC COMPANY (U 
902-E) REQUESTING COMMISSION APPROVAL OF PROPOSALS FOR A BCR CALCULATION 
METHODOLOGY, AUDIT METHODOLOGY, AND COST RECOVERY CONDITIONS AS SPECIFIED 
IN RESOLUTION SPD-37; February 9, 2026. (Application) 
3 A.26-02-005; Staff White Paper on Benefit- Cost Ratio Methodology; CPUC SENATE BILL 884 
APPLICATION 26-02-005; April 10, 2026. (SPD White Paper) 
4 A.26-02-005; MUSSEY GRADE ROAD ALLIANCE COMMENTS ON JOINT UTILITY PROPOSAL 
AND SAFETY POLICY DIVISION BENEFIT COST RATIO PROPOSAL; June 9, 2026. (MGRA 
Comments) 
5 A.26-02-005; 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 INRESOLUTION SPD-37; June 9, 2026. (Cal Advocates Comments) 
6 A.26-02-005; 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; June 9, 2026. (TURN Comments) 
7 A.26-02-005; JOINT COMMENTS OF PACIFIC GAS AND ELECTRIC COMPANY (U 39-E), 3 
SOUTHERN CALIFORNIA EDISON (U 338-E) AND SAN DIEGO GAS & ELECTRIC 4 COMPANY (U 
902-E) ON STAFF BCR WHITE PAPER; June 9, 2026. (Joint IOU Comments) 
8 MGRA Comments; p. 32. 
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MGRA also briefly discussed the BCR Staff White Paper, specifically supporting SPD 

Staff’s BCR Calculation Method #3.  

 

These comments were prepared by Joseph W. Mitchell, Ph.D. 

 

2. BENEFIT COST RATIO METHODOLOGY  
 

2.1. Joint IOU Position 
 

The Joint IOUs oppose the Staff Paper’s recommendation that Method 3 for calculating 

BCRs be adopted.  Instead, the Joint IOUs support Method 1, which is similar to the methods 

currently in use by the utilities.  

 

Joint IOUs maintain that when evaluating benefits from wildfire mitigation that benefits that 

reduce wildfire risk and increase reliability should be given preference to benefits that reduce O&M 

costs, which they claim should not be identified as benefits.9  The Joint IOUs also request that BCR 

methodology be addressed in the RDF proceeding and not in the current proceeding.10  Joint IOUs 

claim that Method 2 and Method 3 lack transparency, auditability, clarity, comparability, 

consistency with current SMAP/RDF guidelines, and simplicity.  

 

In response to SPD’s observation that Method 1 is not stable and positive definite, the Joint 

IOUs suggest three “Guardrails” to “enhance consistency, auditability, and comparability”.11 

Guardrail 1 would introduce expanded reporting requirements that include additional variables. 

Guardrail 2 suggests presenting both risk reduction benefits and total net economic benefits. 

Guardrail 3 would set a denominator floor that would prevent negative valued BCRs. 

 

2.2. Cal Advocates Position 
 

Cal Advocates states that that placing avoided O&M costs as a negative value in the 

denominator as advocated by the Joint IOUs (and aligned with Staff Paper Method 1) is at odds 

 
9 Joint IOU Comments; pp. 4,6,9. 
10 Id.; p. 5. 
11 Id; p. 16-19. 
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with the standard treatment of avoided costs in economics, conflates realized and avoided O&M 

costs, is inconsistent with RDF guidance, and that it inflates the BCR for projects with positive net 

benefits.12 Cal Advocates supports SPD’s BCR calculation Method 3 which includes all realized 

costs in the numerator and avoided costs in the denominator. Cal Advocates mentions as did the 

SPD White Paper that under some conditions the BCR for Method 1 becomes negative even if the 

net benefits are positive, which is a nonsensical result.13 

 

2.3. MGRA Analysis of BCR Methodology 
 

2.3.1. Negative BCRs are an indicator of pathology 
 

The Joint IOU comments and its support for SPD Method 1 are unconvincing. While casting 

aspersions on the other two methods, the Joint IOUs fail to state exactly what makes Methods 2 and 

3 non-transparent, non-auditable, inconsistent, or unclear. At the same time there appears to be no 

disagreement that there are pathologies in the behavior of Method 1, which the admitted necessity 

of “guardrails” indicates. None of the proposed “Guardrails” address the pathology directly, and in 

fact would just hide it. The logical error that the Joint IOUs make is that if the BCR values are being 

distorted, they do not begin to distort only after crossing the BCR=0 boundary. There is no reason to 

trust them in the small positive region either. Additional or dual reporting only comes into play in 

the case where a calculation crosses into the unphysical zone (BCR < 0), leading to a bias. And 

truncating the BCR through controlling the denominator simply moves the BCR to an arbitrary 

value rather than a negative value, which is also a distortion and removes information.  

 

The fact that Method 3 behaves well under different benefit and cost scenarios and different 

O&M assumptions is a strong argument in its favor.  

 

2.3.2. Importance of baseline 
 

As Cal Advocates states, one of the key factors in correctly calculating BCRs, particularly 

when considering O&M costs, is that the proper baseline be adopted as the “no-mitigation” 

 
12 Cal Advocates Comments; p. 5. 
13 Id.; p. 19. 
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baseline. In fact, numerous highly effective mitigations such as EPSS and PSPS are already in 

place, and therefore any additional mitigations should be compared to a real-world baseline in 

which existing mitigations are already incorporated.14  

 

2.3.3. BCRs should approach costs and benefits in a neutral manner 
 

The Joint IOUs explicitly state that there should be an implicit preference for risk reduction 

and reliability over cost savings, and state that this is a reason to prefer Method 1.  However, the 

question of whether such a bias whether legitimate or not belongs more properly under the rubrik of 

risk attitude and risk scaling.  Having this preference incorporated into the BCR itself is in a way 

“double counting” the risk attitude adjustment that the Joint IOUs would like to make.  

 

As noted in the ALJ’s Ruling in the case of the PG&E RAMP: “A higher benefit/cost ratio 

makes a mitigation appear more justifiable.”15 The Joint IOUs own Appendix A purports to show 

that Method 1 is more favorable to undergrounding than the other methods. The Commission should 

adopt the most neutral and well-behaved methodology for calculating BCRs and handle the question 

of risk scaling separately. 

 

2.4. BCR methodology should be considered in both the current proceeding and in the 
RDF proceeding 

 

MGRA and other intervenors jointly support an RDF schedule that would initiate 

discussions of open topics regarding BCR calculations after the current proceeding is completed in 

order to ensure consistency in approach and to prevent duplicated effort.16  Participants in this 

current proceeding are well aware of the urgency that has been placed on timely resolution of this 

proceeding, and that determinations made in the current proceeding will dictate how BCR is 

calculated in utility EUP applications. Therefore, urgent questions of BCR methodology must be 

handled with dispatch in the current proceeding, while other remaining questions may be examined 

 
14 Cal Advocates Comments; pp. 49-50. 
15 A.24-05-008; ADMINISTRATIVE LAW JUDGE’S RULING TO PACIFIC GAS AND ELECTRIC 
COMPANY DIRECTING THE SERVICE OF ADDITIONAL INFORMATION AND OTHER 
REQUIREMENTS; April 22, 2025; p. 8.  
16 R.26-04-016; PARTIES’ RESPONSE TO ALJ REQUEST REGARDING SCHEDULE; June 26, 2026. 
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in the RDF proceeding. The Joint IOU suggestion that open questions regarding BCR calculations 

be deferred to the RDF proceeding is therefore not in the interest of ratepayers, and indeed flags that 

the utilities wish to continue with their current methodology, which is generally consistent with 

SPD BCR calculation Method 1.  Utility EUPs will impact safety and costs for ratepayers for years 

to come, and so it is essential that the benefit-cost ratios used to approve utility undergrounding 

programs have a firm and unbiased foundation. The Joint IOU proposal to postpone consideration 

of BCRs should therefore be rejected. Further refinements of BCR methodology will continue to 

occur and may be in the scope of the new RDF proceeding 

 

3. CONCLUSION 
 

MGRA supports the position of Cal Advocates with respect to the calculation of BCRs and 

maintains its support for BCR calculation Method 3 of the Staff White Paper. The arguments put 

forward by the Joint IOUs are not well-founded and appear biased in favor of higher spending on 

undergrounding.  

 

MGRA appreciates the opportunity to provide these reply comments to the Commission and 

respectfully requests that they be considered. 

 

Respectfully submitted this 7th day of July, 2026, 

 

 

 By: __/S/____Diane Conklin____________________ 
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