A.21-06-021 COM/JR5/nd3

Agenda ID #21866
Alternate to Agenda ID #21865
Ratesetting

DIGEST OF DIFFERENCES BETWEEN
THE PROPOSED DECISION OF ADMINISTRATIVE LAW JUDGES
DEANGELIS AND LARSEN, AND THE ALTERNATE PROPOSED DECISION
OF COMMISSIONER JOHN REYNOLDS
APPLICATION 21-06-021 PG&E TY 2023 GENERAL RATE CASE

Pursuant to Public Utilities Code Section 311(e), this is the digest of the substantive
differences between the Proposed Decision of Administrative Law Judges DeAngelis
and Larsen (mailed on September 13, 2023) and the Alternate Proposed Decision of
assigned Commissioner John Reynolds (also mailed on September 13, 2023).

The Alternate Proposed Decision of Commissioner Reynolds differs from the Proposed
Decision of Administrative Law Judges DeAngelis and Larsen in treatment of Wildfire
System Hardening and Escalation. Revision 1 of the Alternate Proposed Decision results
in different treatment of costs related to Public Safety Power Shutoff (PSPS) and
Enhanced Powerline Safety Settings (EPSS).

The Proposed Decision of Administrative Law Judges DeAngelis and Larsen adopts
Wildfire System Hardening of undergrounding 200 miles and installing covered
conductor on 1,800 miles at forecasted capital expenditures of $2.105 billion (2023-2026)
and adopts PG&E’s Update Testimony (PG&E Ex-33) for Escalation, which adjusts for
inflation the revenue requirements for 2023-2026. Revision 1 of the Proposed Decision
clarifies that PG&E shall perform at least 87% of System Hardening work in the top 20%
risk locations, as reflected in PG&E’s most updated and granular risk modeling.

The Proposed Decision results in a $13.761 billion authorized test year revenue
requirement in 2023 and post-test year revenue requirements of $14.439 billion in 2024,
$14.745 billion in 2025, and $14.908 billion in 2026.

The Alternate Proposed Decision of assigned Commissioner Reynolds adopts a hybrid
approach for Wildfire System Hardening of undergrounding 1,230 miles and installing
covered conductor on 778 miles at forecasted capital expenditures of $4.723 billion for
(2023-2026). Revision 1 of the Alternate Proposed Decision (APD): 1) Approves two
additional tranches of undergrounding for a total of eight tranches, focuses covered
conductor miles approved on the highest-risk six tranches, implements various minor
changes to align the timing of the System Hardening Accountability Report filings with
existing Wildfire Mitigation Plan (WMP) timelines, to clarify the metrics and details that
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would be included, and to align the risk reduction target with the WMP; and,

2) Restores the funding requested by PG&E for two programs whose funding levels had
been reduced in the alternate proposed decision (APD): Public Safety Power Shutoff
(PSPS) and Enhanced Powerline Safety Settings (EPSS).

Regarding Escalation, Commissioner John Reynolds” Alternate Proposed Decision
adopts 25% of the requested adjustments associated with PG&E’s Update Testimony
(PG&E Ex-33). Revision 1 of the Alternate Proposed Decision: 1) Changes the APD
language to conform with the modeling results, which applied the 25% factor to post-
test year escalation rates in 2024-2026, and not just to escalate 2020-2022 costs to 2023 as
the APD text prescribed; and, 2) Adds flexibility for PG&E to request via Advice Letter
to substitute the Consumer Price Index (CPI-U) for the adopted index factors for post-
test years.

Lastly, Revision 1 of the Alternate Proposed Decision changes the amortization period
from 36 to 24 months.

The Alternate Proposed Decision of assigned Commissioner John Reynolds results in a
$13.349 billion authorized test year revenue requirement in 2023 and post-test year
revenue requirements of $14.073 billion in 2024, $14.431 billion in 2025, and

$14.676 billion in 2026.
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DECISION ON TEST YEAR 2023 GENERAL RATE CASE FOR
PACIFIC GAS AND ELECTRIC COMPANY

Summary

This decision approves ratepayer funds for Pacific Gas and Electric
Company (PG&E) to reinvest in its infrastructure and improve operations to
provide safer, cleaner, and more reliable energy for its 16 million customers
across Northern and Central California. A complex landscape of critical
imperatives drives the approved increased costs, including: mitigating the risk of
catastrophic wildfire, improving reliability, preparing the grid for increases in
customer load growth and new connections, and safety and reliability
improvements for PG&E’s extensive gas storage, transmission, and distribution
systems. Inflation is also a key driver for the cost increases we approve here, as
PG&E’s proposed costs due to inflation and other escalation above 2020
approach $4 billion dollars in 2023. These rate increases for essential energy
services come at a time when customers are facing economic pressures that
already strain their livelihoods, as well as climate change-driven weather events
that drive increases in their need for energy. At the same time, California is
striving to recover from the impacts of a global pandemic. The Commission
reviews PG&E’s and other intervenors’ proposals with a careful eye toward
balancing customer affordability and investments needed to maintain safety and
reliability.

This decision directs PG&E to make critical investments in hardening its
system against wildfire risk, as well as vegetation management and electric
distribution system upgrades. This decision authorizes an historic 1,230 miles of
undergrounding for PG&E to implement, representing an opportunity for

California’s largest utility to deliver on ambitious plans to improve electric
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reliability and reduce wildfire risk. PG&E is directed to invest approximately
$4.723 billion in system hardening, including undergrounding and installing
covered conductor, and approximately $1.059 billion in vegetation management
to reduce wildfire ignition risk on its electrical system. This decision also directs
PG&E to upgrade its distribution capacity system and invest over $2.5 billion
from 2023-2026 to be ready to serve higher customer load and new connections
to its system. The Commission also approves critical capital increases in other
areas of PG&E’s operations, such as Gas Operations (Section 3).

Additionally, this decision provides enhanced oversight of PG&E’s work
and spending on key safety areas. For system hardening, this decision requires
heightened reporting for PG&E to demonstrate its progress towards achieving
risk reduction and forecasted unit costs, in addition to requiring that costs be
recorded in a balancing account. For the pole replacement program, this decision
requires PG&E to provide data regarding outage levels and the useful lives of the
equipment being replaced to support future programs impacting system
reliability, including this one, to support increased oversight of the utility’s
management of that program. The Commission also adopts a framework to
promote transparency and monitor accountability, as reflected in the
continuation of the Deferred Work Settlement (Section 2.)

This decision authorizes PG&E to collect from customers $13.349 billion as
its 2023 general rate case Track 1 test year revenue requirement, with two
adjustments described below. This decision also authorizes PG&E to collect from
customers additional amounts for its Track 1 post-test year revenue requirement
for 2024 of $14.073 billion (+ 5.4% or $724 million over 2023), 2025 of
$14.431 billion (+ 2.5% or $359 million over 2024), and 2026 of $14.676 billion
(+ 1.7% or $245 million over 2025). The authorized test year 2023 revenue

-3
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requirement represents a 9.3% increase over PG&E’s 2022 authorized revenue
requirement of approximately $12.214 billion, as adopted by the Commission in
PG&E'’s 2020 general rate case, Decision (D.) 20-12-005. Appendix A contains the
detailed Results of Operations tables for Track 1 (Sections 3-14) that summarize
the revenue requirements for the four-year rate period, 2023-2026.

This decision also adopts a settlement in Track 2 of this proceeding
(Section 15) that results in a total revenue requirement increase of
$221.233 million to be recovered over 2023 and 2024. Appendix B contains
Track 2 Results of Operations.

In addition, this decision concludes that costs recorded in certain
memorandum accounts that the Commission has not yet reviewed for
reasonableness should be removed from PG&E’s authorized revenue
requirement and estimates the amount to be $950.612 million for 2023 through
2026 (Section 16). Appendix C contains the details of the adjustments to the
revenue requirement due to the determination that these costs are to be removed
from PG&E's revenue requirement until such time as the Commission finds these
costs reasonable. For the purposes of this decision, the Commission finds it
reasonable to implement the removal of these memorandum account amounts
for 2023 by subtracting the associated $249.958 million revenue requirement
estimate from the total 2023 revenue requirement and reduce the attrition year
revenue requirements by subtracting $239.398 million for 2024, $235.115 million
for 2025, and $226.141 million for 2026. These numbers are subject to revision as
final numbers become known, and the Commission directs PG&E to update this
figure forthwith.

This decision also adopts reduced costs in the area of employee financial

incentives and denies PG&E’s requested 67.79% increases (Section 8.3). More cost

-4 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

reductions are reflected in the Commission’s denial of PG&E’s request for
$385 million to support the replacement of Gas Advanced Metering
Infrastructure (AMI) Modules (Section 6).

The Commission also adopts a framework to promote transparency and
monitor accountability, as reflected in the continuation of the Deferred Work
Settlement (Section 2.)

This decision authorizes significant costs at a time when customers face
weighty economic pressures. To balance customer affordability concerns within
PG&E's forecasted financial requirements, the Commission scrutinized PG&E’s
cost requests and found it reasonable to remove approximately $10.642 billion
from PG&E’s four-year requested increase of $18.315 billion. Based on the
evidence, this reduced amount will continue to support and also improve the
safety and reliability of PG&E'’s gas and electric infrastructure and services.
Today’s decision also provides PG&E a reasonable opportunity to earn its
authorized rate of return of 7.28% (2023) in D.22-12-031, as amended.

Pursuant to Commission’s Rate Case Plan for large energy utilities, the
Commission will consider in a separate proceeding how to distribute the
authorized revenue requirement among customer classes. Notably, the amounts
authorized today by the Commission do not represent the full amount that
PG&E is authorized to collect in revenue requirement for the costs of its
operations and services. This decision does not address, for example, recorded
expenditures tracked in most of PG&E’s Wildfire Mitigation Plan Memorandum
Account and other similar accounts because costs tracked in memorandum
accounts first require the Commission to engage in a reasonableness review of
such costs before PG&E may incorporate those costs into revenue requirement.

The revenue requirement authorized in this decision also does not include the
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following: commodity costs of electricity procured for customers or costs of fuel
used in generating PG&E-owned generation that are the subject of separate
proceedings, referred to as Energy Resource Recovery Account (ERRA)
proceedings. The Commission authorized PG&E to recover $4.227 billion in
energy procurement expense in PG&E’s most recent ERRA proceeding,
D.22-12-044.

This decision authorizes PG&E to implement the test-year 2023 revenue
requirement in rates beginning January 1, 2024. In consideration of the impact on
customers of the related bill increases, the Commission finds it reasonable to
amortize incremental revenue increases, beginning January 1, 2024 to
December 31, 2025.

This proceeding remains open.

1. Background

Pacific Gas and Electric Company (PG&E) is an investor-owned regulated
public utility providing natural gas and electric service to approximately
16 million people in California through approximately 5.4 million electric
accounts and 4.3 million natural gas customer accounts. Its service territory
consists of approximately 70,000 square-miles in northern and central California
stretching from Eureka in the north to Bakersfield in the south, and from the
Pacific Ocean in the west to the Sierra Nevada mountains in the east.! PG&E's
electric distribution system is comprised of approximately 106,681 circuit miles
of electric distribution lines and 18,466 circuit miles of interconnected

transmission lines; its gas distribution system is comprised of approximately

1 Decision (D.) 20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas
and Electric Company (December 3, 2020) at 14-15.
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42,141 miles of natural gas distribution pipelines and 6,438 miles of transmission
pipelines.

Every four years, the California Public Utilities Commission (Commission)
requires the large energy utilities, including PG&E, to file an application in a
general rate case (GRC) proceeding.2 The purpose of this GRC proceeding is to
review and determine the revenues that are necessary and required, referred to
as the revenue requirement, for that four-year period, with the first year referred
to as the test year and the subsequent years referred to as attrition years (or
post-test years) for the utility to meet its service obligations. For PG&E, these
responsibilities include providing safe, reliable, affordable, and clean gas and
electric service at the lowest just and reasonable rates in support of fulfilling
fundamental and essential public health and safety necessities along with
meeting economic needs and desires while promoting economic prosperity. With
input from parties, the Commission reviews PG&E's application in a formal GRC
proceeding and conducts an in-depth examination of PG&E’s needed
investments and expenses forecast for the test year. These include forecasts of
capital investments; Operations and Maintenance (O&M) expenses;
Administrative and General (A&G) expenses; federal, state, and local taxes;
depreciation; and other costs.? The result is a determination of the revenue
requirement for the test year and whether that justifies a modification from the
previously authorized amount. The examination also includes a forecast of the

necessary revenues for the three remaining years (attrition years) in the four-year

2D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for Energy Ultilities (January 16,
2020).

3 PG&E’s electric rates include other additional costs, such as the costs for fuel and purchased
power. These additional costs are not addressed here but in separate, specific proceedings
focused solely on those costs.
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GRC cycle. Finally, the examination may also consider other changes in PG&E's
future operations.

In this proceeding, which is PG&E’s GRC for 2023-2026, PG&E seeks
authority from the Commission to adopt a test year revenue requirement for
2023 of $15.818 billion.* This is an increase of $3.605 billion (29.5%) over the
$12.214 billion authorized for 2022. PG&E also requests additional base revenue
requirement increases of $924 million (5.8%) in 2024, $438 million (2.6%) in 2025,
and $247 million (1.4%).5 Over the four years, the total requested increase in
revenue requirement is $5.214 billion (42.7%) over the 2022 authorized revenue
requirement in PG&E’s 2020 GRC of $12.214 billion in 2022.6

The amounts summarized above reflect several items addressed in this
decision and modifications to PG&E's request over the course of the proceeding.
First, these amounts include the results in an unopposed settlement regarding
Wildfire Liability Insurance (filed by motion on October 7, 2022). This settlement
reduced PG&E’s 2023 test year request by $307 million and continues to reduce
the anticipated revenue requirement in the attrition years, 2024-2026. Second, the
amounts also reflect the results of a stipulation regarding disputed forecasts for
PG&E’s Energy Supply; Enterprise Data Management and Information
Technology; and Administrative and General Expenses. Third, the amounts
include PG&E's revised proposals for System Hardening, i.e., electrical assets
undergrounding and installing covered conductor, in High Fire-Threat Districts

(HFTD).” PG&E's initial June 30, 2021 cost forecast included a proposal to

4 PG&E Reply Brief at Appendix A, A-1.
5 PG&E Reply Brief at 615.

¢PG&E Reply Brief at Appendix A, A-1.
7 PG&E Reply Brief at 9-10.
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underground approximately 200 miles from 2023 to 2026.8 In PG&E's
Application, as amended, PG&E increased this cost proposal to reflect
undergrounding over 3,000 miles of distribution assets in PG&E’s HFTDs.?
Subsequently, PG&E reduced its cost forecast for undergrounding distribution
assets to include approximately 2,000 miles for the 2023-2026 period, and PG&E'’s
final request totaling approximately $5.9 billion, as amended in its December 9,
2022 Reply Brief, is the cost forecast the Commission considers in this
proceeding.10

1.1. Procedural History
On June 30, 2021, PG&E filed its 2023 GRC Application. PG&E requests

authority to increase rates effective January 1, 2023 for its electric and gas
customers through 2026.11 PG&E also requests authority to recover certain costs
tracked in various memorandum and balancing accounts, continue some
accounts, discontinue other accounts, and create two new accounts.

Protests to the Application were timely filed by: Citadel Energy Marketing
LLC and Tourmaline Oil Marketing Corp. (Citadel and Tourmaline); Lodi Gas
Storage LLC (Lodi), Wild Goose Storage LLC (Wild Goose), and Central Valley
Gas Storage LLC; Aera Energy LLC, Chevron U.S.A. Inc., PBF Energy Inc.,
Phillips 66 Company, and Tesoro Refining & Marketing Company LLC

(collectively, Indicated Shippers); California Farm Bureau Federation (Farm

8 PG&E Ex-04; PG&E Ex-17 (Rebuttal).

9 PG&E Application, as amended March 10, 2022, at 5 to 6 (PG&E’s revised Testimony is dated
February 25, 2022).

10 PG&E Reply Brief at 9. These amounts are calculated using the escalation factors in PG&E
Ex-33 September 6, 2022 Update Testimony.

11 All documents filed in PG&E’s Application proceeding are available on the Commission’s
website at the Docket Card for this proceeding, A.21-06-021.
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Bureau); the Public Advocates Office at the California Public Utilities
Commission (Cal Advocates); Mussey Grade Road Alliance (MGRA); Pioneer
Community Energy, Marin Clean Energy, City and County of San Francisco, East
Bay Community Energy, Peninsula Clean Energy Authority, San Jose Clean
Energy, Sonoma Clean Power Authority, Silicon Valley Clean Energy Authority
(collectively, Joint CCAs); The Utility Reform Network (TURN); Northern
California Generation Coalition; Southern California Generation Coalition and
City of Palo Alto, California (jointly, SCGC/PA); California Large Energy
Consumers Association (CLECA); and Energy Producers and Users Coalition
(EPUC).

Responses were timely filed by: Small Business Utility Advocates (SBUA);
Southern California Edison Company (SCE); National Diversity Coalition (NDC);
Peninsula Corridor Joint Powers Board (Caltrain); Southern California Gas
Company (SoCalGas); San Diego Gas & Electric Company (SDG&E); Gill Ranch
Storage LLC (Gill Ranch); and the Coalition of Utility Employees.

Motions for party status were granted for: FEITA Bureau of Excellence
LLC; AARP; Engineers and Scientists of California, Local 20, International
Federation of Professional & Technical Engineers (ESC); California Trout Inc.,
Friends of the Eel River, and Trout Unlimited (collectively, Cal Trout); Center for
Accessible Technology (CforAT); Calpine Corporation (Calpine); California
Community Choice Association (CCCA); Microsoft Corporation (Microsoft);
Wild Tree Foundation; Pacific Coast Federation of Fishermen’s Associations
(PCFFA); and Institute for Fisheries Resources (IFR).

On July 16, 2021, PG&E filed a motion for a Commission order to make the
revenue requirement authorized for 2023 effective January 1, 2023, even if the

decision authorizing the 2023 revenue requirement is issued after that date. The
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motion also requested that the adopted revenue requirement include interest,
based on a Federal Reserve three-month commercial paper rate. In addition,
PG&E requested approval of three memorandum accounts.

On July 26, 2021, TURN moved for reassignment on preemptory challenge
of the assigned Administrative Law Judge (ALJ), pursuant to Rule 9.2 of the
Commission’s Rules of Practice and Procedure (Rules). On August 5, 2021, the
motion was granted and a new AL]J assigned.

On August 16, 2021, PG&E replied to the protests and responses to the
Application.

On August 30, 2021, a prehearing conference (PHC) was held to identify
parties and discuss the scope of issues, categorization, schedule of the
proceeding, and other procedural matters. The PHC was held virtually due to
guidance from the California Department of Public Health concerning
restrictions on public gatherings to protect public health and slow the spread of
COVID-19.

On October 1, 2021, the assigned Commissioner issued a Scoping Memo
and Ruling (Scoping Memo) setting forth the issues, need for hearing, schedule,
category, and other necessary matters to scope the proceeding. The Scoping
Memo divided the schedule into two tracks. Track 1 was to review the
reasonableness of the majority of matters in this proceeding, including the 2023
test year revenue requirement; adjustment mechanisms for attrition years 2024,
2025, and 2026; and safety, environmental and social justice issues. Track 2 was
the reasonableness review of recorded costs for 2019, 2020, and 2021 in
memorandum and balancing accounts and, to the extent relevant, safety,
environmental and social justice issues. A possible Track 3 was also identified

that would address the reasonableness of 2022 recorded costs in memorandum

-11 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

and balancing accounts. The Scoping Memo stated that phase 3 would be added
in an Amended Scoping Memo, if needed.

The Scoping Memo also addressed nine matters raised in protests,
motions, and requests. The Scoping Memo denied TURN’s August 5, 2021
motion seeking an order requiring PG&E to supplement its GRC proposal with
an alternative spending plan limiting the growth in proposed spending to the
rate of inflation. The Scoping Memo also ordered PG&E to present additional
evidence including: (1) 2021 recorded expenditures to be submitted by March 31,
2022, (2) revisions to the forecasted expenditures for electrical undergrounding
programs, (3) an analysis applying the affordability metrics set forth in
D.20-07-032.12

On March 1, 2022, March 10, 2022, and March 22, 2022, Public Participation
Hearings (PPHs) were held at 2:00 p.m. and 6:00 p.m., for a total of six PPHs.
These PPHs were conducted by audio and video, and archived on the
Commission’s website. Statements were taken from approximately 159 persons
over the course of these six hearings. The information provided by the public to
the Commission during these PPHs is presented in more detail below.

On March 10, 2022, PG&E filed an amended Application to revise PG&E’s
System Hardening forecasts, including its significant changes in its forecast for
undergrounding electric distribution assets, other wildfire mitigation measures,

such as vegetation management, and added its Enhanced Powerline Safety

12D.20-07-032, Decision Adopting Metrics and Methodologies for Assessing the Relative Affordability of
Utility Service (July 16, 2020).
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Setting (EPSS) program.13 Testimony in support of PG&E’s amended Application
was submitted on February 25, 2022.14

On April 12, 2022, the AL]Js denied motions to limit discovery. The ALJs
also revised the proceeding schedule in response to issues raised by the parties
regarding the need for additional time to review PG&E’s February 25,

2022 revised testimony on System Hardening and modified proposal for
undergrounding distribution assets.

On April 21, 2022, protests to the amended Application were filed by three
parties: California Broadband & Video Association (CalBroadband);'>AT&T
California (AT&T); and Comcast Cable Communications Management LLC
(Comcast).

On April 28, 2022, the AL]Js denied a motion by Wild Goose and Lodi to
compel PG&E to produce confidential gas storage cost data. The ruling
specifically did not limit parties or the Commission from considering costs to
expand the Independent Storage Providers’ (ISP) existing storage compared to

PG&E’s costs to retain the Los Medanos Storage Facility.

13 PG&E Application at 1 and 6 (as amended on March 10, 2022). The new EPSS program seeks
to instantaneously de-energize lines in high fire risk areas “when vegetation or other debris
contact is detected on overhead powerlines, which significantly reduces the risk of an ignition
due to contact with our [PG&E] equipment.”

14 The October 1, 2021 Assigned Commission’s Scoping Memo and Ruling at 14 set a deadline of
February 2022 for PG&E to file any revised testimony regarding modifications to its System
Hardening (undergrounding) proposal to reflect its then-recent public announcement to
underground 10,000 miles of infrastructure. PG&E timely submitted its revised testimony on
February 25, 2022. No deadline was set for PG&E to file an amended Application. PG&E filed
its Amended Application on March 10, 2022, after it submitted its revised testimony.

15 The protest was filed by California Cable & Telecommunications Association (CCTA). By
pleading filed on March 13, 2023, CCTA notified the Commission and the service list that its
name was changed in February 2023 to California Broadband & Video Association.
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On May 2, 2022, PG&E replied to the protests to its March 10, 2022
amended Application.

On June 23, 2022, the Commission issued D.22-06-033 granting PG&E'’s
request for a January 1, 2023, effective date for test year 2023 revenue
requirement, with appropriate interest. It also authorized PG&E to use three
existing memorandum accounts to track any over-collection or under-collection
in rates.16

On August 15, 2022, virtual evidentiary hearings began. On September 6,
2022, PG&E served its Update Testimony to reflect changes in inflation and tax
changes, as permitted by the Commission’s Rate Case Plan.1” The Commission
held a total of 12 days of evidentiary hearings on PG&E’s request presented in
this proceeding, including evidentiary hearings on PG&E September 6, 2022
Update Testimony. Evidentiary Hearings concluded on September 23, 2022.18

On October 7, 2022, PG&E, TURN, and Cal Advocates filed an unopposed
joint motion for expedited approval and adoption of a proposed settlement on
Wildfire Liability Insurance.

By ruling on November 1, 2022, parties were granted an extension of time
to file briefs on depreciation, with those more limited opening briefs due

November 10, 2022, and reply briefs due December 15, 2022.

16 D.22-06-033, Decision Granting Pacific Gas and Electric Company’s Request for a January 1, 2023
Effective Date for the Test Year 2023 Authorized Revenue Requirement (June 23, 2022).

17D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for Energy Utilities (January 16,
2020). PG&E Ex-33 (adjustments to escalation rates).

18 The testimony of witnesses during the evidentiary hearings were transcribed by a court
reporter and the transcripts are available on the Commission’s website at the Docket Card for
this proceeding, A.21-06-021.
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On November 4, 2022, opening briefs on all but depreciation issues were
tiled by PG&E, Cal Advocates, jointly SCE/SoCalGas/SDG&E, TURN, the
Coalition of Utility Employees, Joint CCAs, SBUA, AT&T, Wild Tree Foundation,
jointly SCGC/PA, Farm Bureau, Cal Trout, CalBroadband, jointly Wild
Goose/Lodi, MGRA, and ESC.

On November 10, 2022, opening briefs on Depreciation issues were filed
by PG&E, Cal Advocates, Indicated Shippers, and TURN.

On December 9, 2022, reply briefs were filed on all but Depreciation issues
by Cal Advocates, TURN, AT&T, jointly SCGC/PA, AARP, SCE, SBUA, Joint
CCAs, Coalition of Utility Employees, jointly SoCalGas/SDG&E, CalBroadband,
MGRA, and jointly Wild Goose/Lodi.

On December 12, 2022, PG&E filed its reply brief on all but Depreciation
issues (accepted as a late filing by ruling dated December 12, 2022).

On December 15, 2022, reply briefs on Depreciation issues were filed by:
PG&E, Cal Advocates, TURN, and Indicated Shippers.

On January 6, 2023, a joint motion was filed by PG&E and Cal Advocates
for approval of a Settlement Agreement on Track 2 issues.

On January 12, 2023, the Commission in D.23-01-005 granted the joint
motion for adoption of the unopposed settlement on Wildfire Liability
Insurance.?0 The decision approved revenues of $400 million in 2023 for such

coverage consisting entirely of self-insurance for third-party wildfire claims of

19 TURN filed an Amended Opening Brief on November 8, 2022.

20 D.23-01-005, Decision Approving Settlement Regarding Wildfire Liability Insurance Coverage
(January 12, 2023).
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less than $1 billion per year within the framework of the California Wildfire
Fund.2!

By ALJ ruling dated January 12, 2023, a motion was granted for parties to
file limited sur-reply briefs for the limited purpose of addressing PG&E'’s further
revisions to its undergrounding proposal presented in PG&E’s December 9,

2023 Reply Brief. PG&E’s December 9, 2022 revised undergrounding cost forecast
is addressed at Section 4, herein.

On January 20, 2023, the AL]Js issued a ruling adopting a protective order
and results of operations and rates modeling procedures to assure the
confidentiality of the Commission’s decision-making and deliberative process.

On January 23, 2023, limited sur-reply briefs on the topic of PG&E's
December 9, 2022 revised undergrounding cost forecast were filed by
Cal Advocates, AT&T, Comcast, Farm Bureau, TURN, and Coalition of Utility
Employees.

On February 6, 2023, comments were filed by Caltrain on the proposed
settlement of Track 2 issues.

Also on February 6, 2023, PG&E moved for an order to establish Track 3.
PG&E states that the purpose would be to examine the reasonableness of
2022 recorded costs in the same memorandum and balancing accounts under
review through 2021 in Track 2, plus the review of 2022 recorded costs in three

additional accounts.

21In 2019, legislation established a new wildfire insurance fund to facilitate payment of
wildfire-related liabilities, allowed electric utilities to elect to participate in the fund, instituted
other requirements for utilities to access the fund, specified procedural mechanisms for utilities
to seek recovery of costs, and limited ratepayer costs. D.23-01-005, Decision Approving Settlement
Regarding Wildfire Liability Insurance Coverage (January 17, 2023) at 7-9.
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On February 21, 2023, PG&E filed a reply to Caltrain’s February 6,
2023 comments on the proposed Track 2 settlement.

By ALJ ruling dated April 25, 2023, PG&E’s motion to establish Track 3 in
this proceeding was denied on the grounds that the addition of a Track 3 would
unreasonably expand the extensive record and extend the already long duration
of this proceeding. The ALJ ruling noted that PG&E could file a separate
application for review of its 2022 recorded costs.

On May 9, 2023 and June 23, 2023, the AL]Js issued rulings moving several
exhibits into evidence.

On July 3, 2023, the ALJs issued a ruling taking official notice of three
relevant documents.

On August 3, 2023, TURN filed a motion requesting the Commission to
take additional evidence into the record pertaining to capital revenue
requirements recorded in wildfire risk mitigation memorandums accounts
prematurely included in PG&E’s requested revenue requirement for 2023-2026.
In response, the ALJs issued a ruling directing PG&E to file a response with
further information on the topics raised by TURN. On August 18, 2023, PG&E
filed its response to the ALJ Ruling. The Commission addresses PG&E’s
August 18, 2023 response at Section 16, herein.

The Commission adopts the rulings of the ALJs in this proceeding.

On August 18, 2023, the record was closed and submitted for Commission
decision.

On October 2, 2023, County of Lake filed a Motion for Party Status, which
was granted based on an ALJ Ruling dated October 5, 2023.
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1.2. Public Comments and Public Participation
Hearings

The Commission held six virtual PPHs that targeted areas throughout
PG&E’s service territory and accessible to all customers. The purpose of these
PPHs was to listen to and to solicit comments from PG&E’s customers regarding
PG&E’s general rate Application and proposed rate increases. The PPHs were
conducted by the assigned AL]Js, and each of the five Commissioners attended at
least one PPH.22

During each PPH, informational and educational materials were provided
about the Application, including estimated bill impacts for an average residential
electric and gas customer. An explanation was also given of the Commission’s
procedures for processing the Application and the taking of public comments.
Customer service representatives from PG&E were present at the PPHs to
answer individual customer billing and service questions.

Almost all PG&E customers who spoke at the PPHs opposed PG&E’s
proposed rate increases. Most asserted that the proposed increases are
unreasonable, based on PG&E’s history of mismanagement, and are not
affordable, especially for people with low incomes and fixed incomes, such as the
elderly, the retired, and members of California’s vulnerable populations.

Many speakers voiced concerns over PG&E’s poor gas and wildfire safety
record and PG&E’s history of delayed maintenance of critical infrastructure.
These speakers requested metrics and increased transparency of PG&E’s
operations and accounting to ensure that PG&E spends money on safety

appropriately. Speakers sought metrics to account for how money is disbursed.

22 The comments provided by the public during these PPHs were transcribed by a court reporter
and a copy of the transcript is available on the Commission’s website at the Docket Card for this
proceeding, A.21-06-021.

-18 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

Instead of increasing rates, speakers commented that PG&E should find
alternative ways to cut expenses, including curtailing bonuses and other high
compensation to executives and shareholders. Speakers commented that PG&E
should be solely accountable for its own mismanagement and should bear the
cost of deferred maintenance because of evidence that PG&E’s inaction
contributed to catastrophic wildfires. To avoid rate increases to pay for
safety-related expenses, speakers proposed organizational changes, including:
(1) having the state take over PG&E; (2) reducing PG&E profit; (3) breaking
PG&E into smaller regional companies; and (4) reducing PG&E’s monopoly
power or increasing competition.

The March 10, 2022 PPHs received comments from public officials in the
San Joaquin Valley, including the mayors of Fresno, Bakersfield, Madera, and
many other local officials. Their comments included information regarding the
constraints on the electrical infrastructure in the Madera area. Similar comments
were made by officials of the city of Rio Dell in Humboldt County.

In addition to the comments at the PPHs, the Commission received over
2600 written comments, letters, and emails from customers and other members
of the public. In written comments, customers expressed concerns similar to
those presented at the PPHs, such as the unaffordability of PG&E'’s proposed rate
increase, PG&E’s poor safety and maintenance history, and the need for
increased transparency of PG&E’s operations and spending. Much of this written
correspondence can be found on the Commission’s webpage at the Docket Card

for this proceeding.?

23 The written public comments are available for review on the Commission’s website at the
Docket Card for this proceeding, A21-06-021, at the tab for Public Comment.
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1.3. Affordability of Utility Rates

The Commission has a statutory obligation to limit a utility’s recovery of
its costs to those that are just, reasonable, and necessary for the provision of safe
and reliable service.2* The Commission has emphasized that “a key element of
finding a charge or rate is just and reasonable is whether that charge or rate is
affordable.”?> Particularly regarding low-income ratepayers, the law states:

recognizing that electricity is a basic necessity, and that all
residents of the state should be able to afford essential
electricity and gas supplies, the commission shall ensure that
low-income ratepayers are not jeopardized or overburdened
by monthly energy expenditures.26

Further, the Commission:

shall ensure that rates are sufficient... to recover a just and
reasonable amount of revenue... while observing the principle
that electricity and gas services are necessities, for which a low
affordable rate is desirable.?”

In July 2018, the Commission initiated a proceeding to establish a
framework and principles to identify and define affordability criteria for use in
the setting of just and reasonable utility rates.?8 In 2020, the Commission adopted
affordability metrics, along with a definition of affordability as “the degree to

which a representative household is able to pay for an essential utility service,

24 Public Utilities Code (Pub. Util. Code) Sections 451 and 454(a).

25 D.19-05-020, Decision on Test Year 2018 General Rate Case for Southern California Edison Company
(May 16, 2019) at 11.

26 Pub. Util. Code Section 382(b).
27 Pub. Util. Code Section 739(d)(2).

28 R.18-07-006, Order Instituting Rulemaking to Establish a Framework and Processes for Assessing the
Affordability of Utility Service (July 12, 2018).
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given its socioeconomic status.”?? Although the Commission is still assessing the
specific application of affordability metrics in ratesetting proceedings, the
Commission has committed to begin considering them in GRCs.30

After revising its request several times during this proceeding, including
in updated testimony on February 25, 2022, updated escalation rates on
September 6, 2022, and on December 9, 2022 in its reply brief, PG&E is now
requesting a revenue requirement of $15.819 billion for 2023, an increase of
approximately 29.5% over the 2022 adopted revenue requirement of
$12.214 billion.3! This makes affordability a central issue in this proceeding. On
this issue, PG&E provided evidence3? that included metrics for the Affordability
Ratio®* and the Hours at Minimum Wage.3* TURN and Cal Advocates
recommend that such metrics only support limited rate increases, and offer
specific proposals for taking these metrics into consideration.

TURN cites affordability metrics that are broken out by climate zone based
on both California Alternate Rates for Energy (CARE) and non-CARE rates.?> On

average, according to TURN, customers with affordability ratio scores of 20 are

29D.20-07-032, Decision Adopting Metrics and Methodologies for Assessing the Relative Affordability of
Utility Service (July 16, 2020) at 2, 9, and Conclusion of Law 6.

30 D.20-07-032, Decision Adopting Metrics and Methodologies for Assessing the Relative Affordability of
Utility Service (July 16, 2020) at 37.

31 PG&E Reply Brief at Appendix A, A-1.
32 PG&E Opening Brief at 9-11.

33 D.20-07-032 at 2, notes that the Affordability Ratio is the ratio of essential utility service
charges to non-disposable household income.

3 D.20-07-032 at 11, notes that the Hours at Minimum Wage metric seeks to describe the hours
of work necessary for a household earning minimum wage to pay for essential utility service
charges.

35 TURN Opening Brief at 8.
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already paying more than 13% of disposable income for gas and electricity across
PG&E's service territory. TURN states that this is projected to increase to 14.70%
in 2023 without any increased usage for PG&E’s utility services. In the hottest
climate zones, TURN asserts that customers will face monthly bills of more than
24% of disposable income. With the CARE discount, PG&E's services, according
to TURN, will cost on average 11.3% of CARE customers” disposable income (an
increase of 1.8%), for the same level of usage, and CARE customers living in the
hottest climate zones are expected to pay up to 16.5% of their disposable income
for gas and electricity.3¢

To address the short- and long-term threats to affordability, TURN makes
two recommendations. First, TURN recommends that the Commission use the
risk spend efficiency (RSE) data PG&E was required to present in this GRC to
reduce spending that provides insufficient risk reduction benefits for the cost
incurred. Second, TURN urges the Commission to limit PG&E'’s authorized
spending growth by the rate of inflation.3”

PG&E objects to TURN'’s recommendations and other claims that PG&E is
not adequately taking affordability metrics into consideration. PG&E states that
it has provided all the information required by the Commission, it fully supports
the Commission’s affordability framework proceeding, and that the affordability
proceeding has yet to determine how affordability metrics should be taken into
consideration in GRCs.38

PG&E states that its approach to addressing affordability is to help

customers through programs already available to assist customers in paying

3 TURN Opening Brief at 11.
37 TURN Opening Brief at 17-29.
38 PG&E Reply Brief at 21-23.
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their utility bills, including CARE, the Family Electric Rate Assistance Program
(FERA), and the Energy Savings Assistance (ESA) energy efficiency program.3
PG&E states that approximately 27% of its residential customers are enrolled in
either CARE or FERA .40 In addition, PG&E describes how other programs help
customers who are still struggling to pay their bills despite programs like CARE,
FERA, and ESA.4! According to PG&E, these include the Commission adopted
Arrearage Management Plan (AMP),*2 and Percentage of Income Payment Plan
(PIPP) pilot,* as well as the Low Income Home Energy Assistance Program
(LIHEAP) administered by another California state agency. Several parties
criticize PG&E’s strategy of offering customer assistance programs as a solution
to the affordability crisis in California.** Although expanding these programs
will provide some assistance to Californians struggling to pay their utility bills,
TURN and others state that they by no means solve the present utility service
affordability crisis.

The Commission will consider affordability here using the available

policy, metrics, and record developed in this proceeding to scrutinize and allow

39 PG&E Opening Brief at 7-9.
40 PG&E Opening Brief at 8.
4 TURN Opening Brief at 15.

42 AMP is a year-long program that allows customers to receive forgiveness of 1/12 of their past
due bill after each on-time payment of their current monthly charges (up to $8,000).

4 PIPP is a pilot program adopted in D.21-10-012 but not yet implemented. The pilot will cap an
eligible customer’s monthly bill at a fixed percentage of their income. For example, under the
pilot, customers in the lowest income level would receive a monthly electric bill capped at a
maximum of $29 and a monthly gas bill capped at a maximum of $9.

44 PG&E Reply Brief at 25.
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only those investments and costs that are just and reasonable, and disallow those
that provide minimal benefit from a safety and reliability perspective.45

1.4. Legal Principles

This Section provides an overview of legal principles involved in

determining PG&E’s authorized revenue requirement.

1.4.1. Burden of Proof
Pub. Util. Code Section 451 provides that “all charges demanded or

received by any public utility ... shall be just and reasonable.” Pursuant to
Pub. Util. Code Section 454(a):

A public utility shall not change any rate or so alter any
classification, contract, practice, or rule as to result in any new
rate, except upon a showing before the commission and a
finding by the commission that the new rate is justified.

It is well-established that an applicant, such as PG&E, must meet the
burden of proving that it is entitled to the relief it is seeking. PG&E has the
burden of affirmatively establishing the reasonableness of all aspects of its
Application.4

Although the utility bears the ultimate burden to prove the reasonableness
of the relief it seeks and the costs it seeks to recover, the Commission has held

that when other parties propose a different result, they too have a “burden of

45 D.19-05-020, Decision on Test Year 2018 General Rate Case for Southern California Edison Company
(May 16, 2019) at 18-19.

46 D.21-08-036, Decision on Test Year 2021 General Rate Case for Southern California Edison Company
(August 19, 2021) at 9, citing to D.09-03-025, Alternate Decision of President Peevey on Test
Year 2009 General Rate Case for Southern California Edison Company (March 13, 2009) at §;
D.06-05-016, Opinion on Southern California Edison Company’s Test Year 2006 General Rate
Increase Request (May 11, 2006) at 7.
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going forward” to produce evidence to support their position and raise a

reasonable doubt as to the utility’s request.4”

1.4.2. Standard of Proof

The standard of proof applicants must meet in rate cases is preponderance
of the evidence.*® Preponderance of the evidence usually is defined “in terms of
probability of truth, e.g., “such evidence as, when weighed with that opposed to
it, has more convincing force and the greater probability of truth.””4° To meet
their burden, applicants must clearly delineate in their GRC filings how their
forecasted costs are just, reasonable and necessary, as well as being separate and
distinct from the costs they are presently, or in the future, tracking in balancing
and memorandum accounts.>

When the necessity of PG&E's actions is called into question, the
Commission may in some circumstances apply the prudent manager standard.
Under the prudent manager standard, the Commission does not evaluate

reasonableness based on hindsight but based on what the utility knew or should

47D.21-08-036, Decision on Test Year 2021 General Rate Case for Southern California Edison Company
(August 19, 2021) at 10; D.20-07-038 at 3-4; D.87-12-067 at 25-26, 1987 Cal. PUC LEXIS 424, *37.

48 D.19-05-020, Decision on Test Year 2018 General Rate Case for Southern California Edison Company
(May 16, 2019) at 7; D.15-11-021, Decision on Test Year 2015 General Rate Case for Southern
California Edison Company (November 5, 2015) at 8-9; D.14-08-032, Decision Authorizing
Pacific Gas and Electric Company's General Rate Case Revenue Requirement for 2014-2016
(August 14, 2014) at 17.

49 D.08-12-058, Decision Granting a Certificate of Public Convenience and Necessity for the Sunrise
Powerlink Transmission Project (December 18, 2008) at 19, citing to Witkin, Calif. Evidence, 4th
Edition, Vol. 1 at 184.

50 See, D.23-02-017, Decision Approving Settlement (February 2, 2023) at 26, providing that “Going
forward we expect electric corporations to clearly delineate in their GRCs how their forecasted
costs are separate and distinct, including labor and overhead, from the costs they are presently,
or in the future, tracking in wildfire related memorandum accounts and to make a similar
showing in any application for which they seek recovery of recorded costs, including a
catastrophic wildfire proceeding.”
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have known at the time it made its decision.>! This standard reaches not just the
activities and associated costs for which PG&E seeks recovery here but extends
to the actions or inactions that resulted in those activities being necessary.52

As part of this proceeding, settlement agreements may be approved by the
Commission under Rule 12.1 of the Rules of Practice and Procedure only if they
are reasonable in light of the whole record, consistent with the law, and in the
public interest. Proponents of a settlement agreement have the burden of proof
and must demonstrate that the proposed settlement meets the requirements of
Rule 12.1. Only upon meeting those requirements is a settlement agreement
eligible for adoption by the Commission.53

1.5. Utility Ratemaking — The General Rate Case

This Section provides an overview of ratemaking principles used in
determining PG&E’s authorized revenue requirement for the topics addressed
herein for years 2023, 2024, 2025, and 2026.

This GRC proceeding examines and determines PG&E’s authority to
recover through rates the reasonable costs of capital investments and annual
expenses necessary to operate and maintain its facilities and equipment in a safe

and reliable manner. To do so, PG&E’s Application provides detailed forecasts of

51 D.22-06-032, Decision Addressing Southern California Edison Company’s Track 3 Request for
Recovery of Wildfire Mitigation Memorandum and Balancing Account Balances (June 23, 2022) at 18.

52 TURN Opening Brief at 40; D.18-07-025, Order Denying Rehearing of Decision (D.) 17-11-033
(July 12, 2018) at 3, 5, 6 (citing to D.87-06-021); D.21-11-036, Order Modifying Decision 19-09-025
and Denying Rehearing of Decision 19-09-025, as Modified (November 19, 2021) at 15.

5 D.12-10-019, Order Denying Rehearing of Decision (D.) 08-08-030 (October 11, 2012) at 14-15;
D.09-11-008, Decision Denying Motion to Adopt Contested Settlement and Dismissing Application
(November 20, 2009) at 6.
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its capital investments and annual expenses for the 2023 test year, as well as
forecasts for the three subsequent years, or attrition years.>

The Commission has reviewed and considered all exhibits, the evidentiary
hearing transcripts, briefings, and all arguments raised by the parties in deciding
each element of the revenue requirements and related policy directives adopted
in this decision even if not specifically mentioned. The Commission uses that
record in reaching and explaining the decisions on each relevant issue later
addressed herein.

This rate case presents challenges. Among these is balancing potentially
necessary cost and rate increases with affordability. PG&E, for example,
proposes rate increases to pay what PG&E believes are necessary investments
and expenses to reduce wildfire risk, further the State’s clean-energy public
policy, and account for inflation.5> At the same time, TURN, Cal Advocates, and
other parties emphasize the necessity of considering the utility service
affordability crisis.

To address affordability concerns, TURN contends the Commission should
authorize spending growth by PG&E consistent with the rate of inflation.5
According to TURN, “Current forecasts project that PG&E's residential average
rates will be 60% higher by 2025 than if they had been growing at the rate of

54 D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for Energy Utilities (January 16,
2020) at 8.

55 PG&E Opening Brief at 15.

5 TURN Opening Brief at 3-17. While the Commission denied TURN’s August 5, 2021 request
to require PG&E to submit an alternative inflation-constrained budget. TURN argues in its
Opening Brief at 17 that the Commission should adopt a revenue requirement that constraints
increases passed on to customers by the rate of inflation.
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inflation since 2013.”57 PG&E objects to constraining its expenditures by the rate
of inflation, arguing that this violates provisions of the regulatory compact>® and
denies PG&E the opportunity to recover its actual costs of service.>

Although the Commission continues to support the goal of PG&E
reducing expenses, the Commission understands both the legal requirement to
allow recovery of all just and reasonable costs (whether above or below the rate
of inflation), and PG&E’s need for additional safety programs (even if that
undercuts PG&E'’s ability to reduce overall costs in this rate case cycle). Since
TURN'’s proposals also involve Commission requirements and policy related to
affordability, risk mitigation, and post-test year ratemaking, these arguments are
introduced here and discussed more specifically in the relevant Sections, herein.

For its part, since this request involves deferred work and other principles
regarding Commission-authorized work, this request is considered in the context
of the issues related to deferred work principles discussed below. PG&E
maintains that it already fully considers and reaches the right balance among

safety, reliability, and cost. Other parties disagree and assert that many of

57 TURN Opening Brief at 5.

58 D.20-01-002 at 10-11, provides that the regulatory compact “is viewed as a contract between
the utility’s investors and its customers; as such, it establishes rights, obligations, and benefits
for both sides of the bargain.” (D.20-01-002 at 10.) It involves the utility’s investors having an
obligation to provide safe, reliable, and adequate service to all customers in the utility’s service
area, with the service sold at rates that recover reasonable costs and which are at sufficient
levels to allow investors access to and recovery of capital, all while facing no (or limited)
competition from other sellers. In exchange, the customers get rates and terms of service set by
the state’s regulatory entity that are just and reasonable, non-discriminatory, and without
preference in quantity or quality. That is, the utility charges just and reasonable rates; provides
just, equitable, and reasonable service; and has the opportunity to recover its actual, legitimate,
and prudent costs plus a fair return on the capital investments made to provide that service.

5 PG&E Opening Brief at 15.
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PG&E’s proposed activities are unreasonable.®0 At the very least, they contend
that PG&E must apply risk management factors adopted by the Commission that
consider the relative costs and benefits of PG&E’s risk mitigation programs. Risk
spend efficiency and other risk management tools are discussed elsewhere in the
decision.

PG&E requests that the Commission adopt both its estimating method and
results of operations model (RO model) to calculate its 2023 revenue
requirement. According to PG&E, its estimating method gathers data on
operating expenses and capital components for the Commission jurisdictional
functions using an Unbundled Cost Category (UCC) format that supports a full
summary of earnings for each UCC. PG&E states that its RO model has been
used in all PG&E GRCs since 2007 and two Gas Transmission and Storage
(GT&S) cases. PG&E also states that its RO model maintains the UCC
organization to compute revenue requirements that can be summarized to
electric and gas distribution, electric generation, and GT&S functions.

PG&E provided information on the RO model in Appendix D to its
November 4, 2022 opening brief. The RO model compiles expense and capital
expenditure forecasts and calculates the revenue requirement based on the
following standard cost of service ratemaking formula:

RRQ=E+D+T+ (r x RB)

“RRQ” is the revenue requirement;

“E” is all operating and maintenance expenses, administrative
and general expenses, and taxes other than income;

“D” is book depreciation expense;

“T” is income taxes paid to federal and state governments;

60 TURN Opening Brief at 21-24; Cal Advocates Opening Brief at 19.
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“"_Js
r

is the allowed return on rate base; it is a direct input
obtained from a Cost of Capital proceeding;®! and

“RB” is the total used and useful capital investment in plant
and equipment dedicated to providing utility service.®2

In this proceeding, PG&E presents its cost forecasts at the Major Work
Category (MWC) level for O&M expenses and capital expenditures. For PG&E’s
Electric Distribution, Gas Distribution, and GT&S lines of business, the MWC
forecasts are further broken down into Maintenance Activity Types (MAT) code
levels. Administrative & General costs include corporate services organization
costs and companywide expenses. These costs are input into the RO model by
department (such as Finance or Human Resources), or by cost type (such as
medical, dental, or property insurance).t® Based on the cost-of-service ratemaking
formula, PG&E receives a rate of return on its rate base. PG&E’s current rate of

return is 7.27% and this decision does not change that rate of return.®

61 A.22-04-008, Application of Pacific Gas and Electric Company for Authority to Establish Its
Authorized Cost of Capital for Utility Operations for 2023 and to Reset the Cost of Capital
Adjustment Mechanism (U39M) (April 20, 2022); D.22-12-031, Decision Addressing Test Year 2023
Cost of Capital for Pacific Gas and Electric Company, Southern California Edison, Southern California
Gas Company, and San Diego Gas & Electric Company (December 15, 2022). Commission regulation
does not guarantee utilities will earn either the authorized rate of return (ROR), or return on
equity (ROE), that are adopted and used by the Commission in setting just and reasonable rates.
Rather, a utility's actual or recorded ROR or ROE may be higher or lower than what the
Commission used in setting rates depending on how the utility manages its costs. If the utility's
actual costs end up lower (higher) than the costs adopted in the authorized revenue
requirement, then its recorded ROR could be higher (lower) than the authorized ROR, and the
earned ROE might be higher (lower) than that used in setting authorized rates.

62 PG&E Opening Brief, Appendix D at D-40.
63 PG&E Opening Brief at 18.

64 D.22-12-031, Decision Addressing Test Year 2023 Cost of Capital for Pacific Gas and Electric
Company, Southern California Edison, Southern California Gas Company, and San Diego Gas & Electric
Company (December 15, 2022) at Ordering Paragraph (OP) 1.
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1.5.1. Use of Recorded and Forecasted Costs

Given the complexity of GRCs, the Commission has a Rate Case Plan to
expedite the processing of these proceedings. The plan includes defining the
scope of the data to be considered.¢> Ideally, all relevant evidence is filed with the
utility’s application, thereby allowing timely, thorough, and transparent review
by all parties. Consistent with its plan, the Commission only allows amendments
or updates to applications under certain circumstances, in order to reduce the
complexity of, and delays in, processing the rate case application.® Intervening
parties often seek to use most the recent data available. A GRC, however, cannot
be completed on time if data is constantly updated.

PG&E submitted recorded data for 2020 with its Application because,
consistent with the Commission’s Rate Case Plan, the “base year” in this rate
case is 2020, which was the test year of PG&E’s previous GRC.¢7 The test year in
this proceeding is 2023. PG&E states that it developed its 2023 test year forecast
using recorded 2020 data and a forecast of 2021 and 2022 capital expenditures.
PG&E further states that its forecast “excludes 2021 recorded costs and is based
on information that was known or available when PG&E'’s forecast was

developed in March 2021 in accordance with the Rate Case Plan.t® According to

65 D.89-01-040, Opinion (January 27, 1989); D.93-07-030; D.07-07-004, Opinion Modifying Energy
Rate Case Plan (July 12, 2007); D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for
Energy Utilities (January 16, 2020).

¢ For example, in D.93-07-030, the Commission only permitted an update of certain marginal
cost and revenue data.

67 D.20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric
Company (December 3, 2020).

68 PG&E Opening Brief at 283.
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PG&E, “this was the best data available to PG&E at the time it prepared its
general rate case and is consistent with the requirements of the Rate Case Plan.”®

At the request of intervenors, the Commission required PG&E to file
recorded data for the next year (2021) by March 2022 and PG&E provided this
data.”® However, in the Scoping Memo, the assigned Commissioner did not
require this more current data, such as the 2021 recorded data, to be used by
PG&E or any of the parties.”! In opposition to various forecasts discussed below,
Cal Advocates asserts that the Commission should use a partial or full year of
2021 recorded data.” In response, PG&E argues that the Commission should
consistently use either the 2021 forecasts, the 2021 recorded data, or the 2020
recorded data but should not use a partial year of 2021 recorded data.”

In 2019, the Commission reiterated that more recent data may be more
accurate. However, it is not feasible to constantly update all data in a GRC.74 In
some instances, it may be reasonable to apply updated data and, overall, the
Commission will continue to use the 2020 base year data, consistent with the

Rate Case Plan.

69 PG&E Opening Brief at 18-19; D.07-07-004, App. A at A-32, Item B, “recorded data, ..., shall
be provided for at least the latest recorded year available at the time of tendering the Notice of
Intent.”

70 PG&E Reply Brief at 33.

71 October 1, 2021 Assigned Commissioner’s Scoping Memo and Ruling at 5, 6, and 14.
72 Cal Advocates Reply Brief at 8-10; PG&E Opening Brief at 294.

73 PG&E Opening Brief at 18-20.

74 D.19-09-051, Decision Addressing the Test Year 2019 General Rate Cases of San Diego Gas & Electric
Company and Southern California Gas Company (September 26, 2019) at 59-60.
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1.5.2. Uncontested Expense Forecasts and Capital
Expenditure Requests

PG&E requests the Commission approve expense forecasts and capital
expenditure costs for hundreds of different programs, many of which are
uncontested. Appendix A of PG&E’s Opening Brief includes four tables that list
the uncontested forecasts: (1) expense programs by MWC or MAT; (2) capital
programs by MWC or MAT; (3) department costs; and (4) companywide
expenses. Overall, PG&E suggests that approximately 34% of PG&E's expense
forecast, 17% of PG&E's capital forecasts, 59% of PG&E's forecast for department
costs, and 9% of PG&E’s companywide expense forecast are uncontested.”

As a general matter with respect to individual uncontested issues in this
proceeding, the Commission finds that PG&E has made a prima facie showing
that the test year estimates and other amounts are just and reasonable. The
Commission adopts these undisputed amounts, unless discussed otherwise

below.

1.5.3. Stipulations

Parties continued their discussions, even after evidentiary hearings, to
narrow the issues in dispute. As a result, certain groups of parties were able to
reach stipulations on forecasts for the following topics: (1) Energy Supply (most
disputed issues); (2) Shared Services and Information Technology (Enterprise
Records and Information Management and Data Governance only); and
(3) Administrative and General Expenses (all disputed issues). The stipulations
are in the record as appendices to PG&E’s Opening Brief: Appendix E (Energy
Supply), Appendix F (Information Technology), and Appendix G (A&G). The

75 PG&E Opening Brief at 21.
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Commission adopts them as discussed briefly in the relevant decision Sections,
herein.

In addition, parties filed motions in this proceeding requesting the
Commission approve settlements of certain disputed issues. The Commission
adopted a settlement in D.23-01-005 to approve a proposed settlement regarding
PG&E'’s wildfire liability insurance costs. In addition, certain parties filed a
motion for approval of a settlement of issues pertaining to costs tracked in
certain balancing accounts and memorandum accounts. The Commission
addresses this settlement at Section 15, herein.

1.5.4. Accounting Codes
GRCs are complex and take a long time to process.” In D.20-01-002, the

Commission requested that energy utilities suggest an approach that would
enable it and parties to easily compare costs in GRC applications across
utilities.”” PG&E submitted its Application in this proceeding using its own,
unique MWC and MAT internal accounting system.”8 In support, PG&E states
that the Commission considered and declined in D.20-01-002 to adopt an Energy
Division staff proposal “to require the utilities to present their GRC request in a
format that conforms to the corresponding FERC accounting structure.”” The

Commission also decided against ordering workshops “to consider the use of the

76 R.13-11-006, Order Instituting Rulemaking to Develop a Risk-Based Decision-Making Framework to
Evaluate Safety Improvements and Revise the General Rate Case Plan for Energy Utilities
(November 14, 2013) at 15.

77 D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for Energy Utilities (January 16,
2020) at 69.

78 PG&E Ex-10 at 1A-2.

79D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for Energy Ultilities (January 16,
2020) at 69; R.13-11-006, Order Instituting Rulemaking to Develop a Risk-Based Decision-Making

Framework to Evaluate Safety Improvements and Revise the General Rate Case Plan for Energy Ultilities
(November 14, 2013), General Rate Case Plan Workshop #2 Report, GRC Standardization at 11.
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FERC’s Uniform System of Accounts in the utilities” GRC applications.”80
Cal Advocates recommends that the Commission order PG&E to host workshops
with Energy Division to present the Commission with a common accounting
format for recording forecast costs in GRCs, and to do so by December 31, 2024.
Cal Advocates states this will improve transparency and efficiency.s!
Cal Advocates gives several reasons for this recommendation. First, it asserts
PG&E’s MWC and MAT codes have been inconsistently applied from one cycle
to the next as shown by a comparison of MWCs/MATs in the 2023 GRC, 2020
GRC, and 2019 GT&S rate cases. This inconsistency makes it challenging for
decision-makers and parties to rely on historic data to assess the reasonableness
of future expenses. Second, requiring PG&E to present a common format would
likely improve the quality of PG&E’s analyses. Third, standardized accounting
would allow the Commission to develop a methodology across utilities, so that
risk analyses are more specific and comparable.82

In this proceeding, the Commission finds instances in which tracking
PG&E's historical data to assess the reasonableness of future expenses has been
challenging for parties and the Commission. Having a consistent and common
accounting system format would improve transparency, efficiency, and the
quality of GRC analyses, including the forecasting methodologies. The

Commission may consider this issue in the future.

80 D.20-01-002, Decision Modifying the Commission’s Rate Case Plan for Energy Utilities (January 16,
2020) at Finding of Fact 9 at 76.

81 Cal Advocates Opening Brief at 28-29.
82 Cal Advocates Opening Brief at 29-30.
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2, Risk Management and Safety

It is well-settled that “One of the central tasks facing the Commission in
this proceeding is to balance safety and reliability risks in comparison with cost.
[The utility] is required by law to “promote the safety, health, comfort, and
convenience of its patrons, employees, and the public’ while including only ‘just
and reasonable’ charges in its rates [citing to Pub. Util. Code Section 451]. Our
fundamental challenge in many disputed areas of this case is to reach an
outcome consistent with these twin objectives. This is a familiar challenge that
has been present in countless previous GRCs and other proceedings, even
though the approach, framework, and language surrounding the issues continue
to evolve.”83

The Commission’s use of risk assessment tools for measuring and reducing
risk is the culmination of multiple Commission proceedings, starting in 2013
with the Safety Model Assessment proceeding (S-MAP proceeding) in
R.13-11-006. In the S-MAP proceeding, the Commission established a risk-based
decision-making framework and methodology for energy utilities set forth in
D.14-12-025 to increase transparency and accountability regarding how utilities
prioritize and manage risk.8* This framework includes risk management
programs and data-driven tools to be employed by utilities across their

enterprises and operations. These tools assist utilities, interested parties, and the

8 D.15-11-021, Decision on Test Year 2015 General Rate Case for Southern California Edison Company
(November 5, 2015) at 9 (fn. omitted.)

8¢ In D.14-12-025, Decision Incorporating a Risk-Based Decision-Making Framework into the Rate Case
Plan and Modifying Appendix A of Decision 07-07-004 (December 4, 2014) at 32 and 40, the
Commission described a key objective of the then-soon-to-be-implemented Risk Assessment
and Mitigation Phase (RAMP) proceedings (which are filed before general rate cases) as
presenting a prioritization of risk mitigation alternatives, in light of estimated mitigation costs
to risk mitigation benefits. These key objectives were presented by Commission staff and are
referred to as Refined Straw Proposal in D.14-12-025.
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Commission in evaluating how energy utilities assess safety risks and manage
and mitigate such risks. Such risk analysis aims to provide information to help
understand the cost-effectiveness of programs to improve the safety of utility
customers, employees, contractors, and communities.8

To further the goals of the S-MAP proceeding, the Commission established
two procedures designed to ensure that the large energy utilities include
thorough risk assessment and mitigation plans in all future GRC applications in
which utilities request general funding, including funding for safety-related
activities: (1) an S-MAP application to be filed by each of the large utilities in the
S-MAP proceeding;8¢ and, (2) a subsequent Risk Assessment and Mitigation
Phase (RAMP) report to be filed as a preliminary step before a utility’s GRCs.87
The two purposes of the S-MAP application are: (1) to allow parties to
understand the models the utilities propose to use to prioritize programs and
projects intended to mitigate risks; and (2) to allow the Commission to establish
standards and requirements for those models.88 The Commission’s decisions in
S-MAP application proceedings have determined whether particular risk

assessment approaches or models can be used for RAMP filings. The risk-based

85 D.18-12-014 Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map) Settlement
Agreement with Modifications (December 13, 2018) at 28.

86 The filing of S-MAP applications by energy utilities was a one-time directive and PG&E
complied with this directive on May 15, 2015, when it filed its S-MAP application, which was
consolidated as A.15-05-002 et al. In contrast, the RAMP filings are required prior to each
general rate case filing, every four years.

87 D.14-12-025, Decision Incorporating a Risk-Based Decision-Making Framework into the Rate Case
Plan and Modifying Appendix A of Decision 07-07-004 (December 4, 2014).

88 D.14-12-025 Decision Incorporating a Risk-Based Decision-Making Framework into the Rate Case
Plan and Modifying Appendix A of Decision 07-07-004 (December 4, 2014); D.18-12-014, Phase Two
Decision Adopting Safety Model Assessment Proceeding (S-Map) Settlement Agreement with
Modifications (December 13, 2018) at 5.
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decision-making framework fulfills the state policy of ensuring that the
Commission and energy utilities prioritize safety3® and implement safety policy
consistent with the principle of just and reasonable rates.

Several years of adjudicating S-MAP and RAMP proceedings led to the
approval of the 2020 Safety Model Assessment Settlement Agreement in
D.18-12-014 (S-MAP Settlement Agreement).” In the S-MAP Settlement
Agreement, the Commission standardized risk-based decision-making modeling
for utilities to employ in RAMP and GRC filings. The S-MAP Settlement
Agreement framework includes the following minimum steps for analyzing risk
and mitigations for the RAMP and GRCs:1

e Step 1A - Building a Multi-Attribute Value Function
(MAVF) model. In this GRC, the risk attributes assessed
are safety, electric reliability, gas reliability, and financial
loss.

e Step 1B - Identifying Risks for the Enterprise Risk Register
(ERR) for purposes of determining which risks will be
addressed in RAMP reports.

e Step 2A - Risk Assessment and Risk Ranking in
Preparation for filing RAMP reports.

e Step 2B - Selecting Enterprise Risks for RAMP reports.

89 Pub. Util. Code Section 963(b)(3) provides that “(b) The Legislature finds and declares all of
the following: ... (3) It is the policy of the state that the commission and each gas corporation
place safety of the public and gas corporation employees as the top priority. The commission
shall take all reasonable and appropriate actions necessary to carry out the safety priority policy
of this paragraph consistent with the principle of just and reasonable cost-based rates.”

% The Commission’s Safety Model Assessment Proceeding A.15-05-002, et. al. (a consolidated
proceeding involving all large energy utilities) led to the SSMAP Settlement Agreement adopted
by the Commission in D.18-12-014, Phase Two Decision Adopting Safety Model Assessment
Proceeding (S-Map) Settlement Agreement with Modifications (December 13, 2018) at Attachment A.

91 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map) Settlement
Agreement with Modifications (December 13, 2018) at 22.
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e Step 3 - Mitigation Analysis for Risks in RAMP reports that
determines the risk reduction from mitigation reflected in
Risk Spend Efficiency factors.

As set forth above, the S-MAP Settlement Agreement requires utilities to
build an MAVF to uniformly model risk in a way that quantifies the potential
risk reduction of an activity together with its cost.?2 As the Commission has
previously explained, the MAVF allows utilities to compare different enterprise
risk events by positioning the risk scores on a common scale (the MAVF risk
unit). In this proceeding, PG&E states that it uses the MAVF to identify top
safety, reliability, and financial risks and to evaluate and rank alternative risk
mitigation programs.

Recently, in D.22-12-027, the Commission adopted a “Cost-benefit
Approach that includes standardized dollar valuations of Safety, Electric
Reliability and Gas Reliability Consequences from Risk Events.” Much of the
record of this proceeding was complete before that decision was adopted, so we

are not fully able to use that framework in today’s decision. These principles will

92D.15-11-021 Decision on Test Year 2015 General Rate Case for Southern California Edison Company
(November 5, 2015) at 9, citing to D.14-12-25 at 4, stating: “In Decision (D.) 14-12-025, we
adopted a new framework for future GRCs to “assist the utilities, interested parties and the
Commission, in evaluating the various proposals that the energy utilities use for assessing their
safety risks, and to manage, mitigate, and minimize such risks.” Much of the record of this
proceeding was complete before that decision was adopted, so we are not fully able to use that

framework. Nevertheless, we review SCE’s application with an eye toward balancing cost and
risk.” See also D.16-08-018.

93 D.22-12-027, Phase II Decision Adopting Modifications To The Risk-Based Decision-Making
Framework Adopted In Decision 18-12-014 And Directing Environmental And Social Justice Pilots
(December 15, 2022) at 12, stating that the Commission’s decision “replaces the MAVF
framework — currently used in the RDF to translate different risk Consequences into unitless
Risk Scores that can be compared and ranked — with the Cost-benefit Approach, which
expresses risk Consequences in dollar values and provides an indication of the cost-
effectiveness- of proposed mitigations; ...”
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apply to PG&E next RAMP application and its 2027 GRC. Nevertheless, we
review PG&E’s application with an eye toward balancing cost and risk.

TURN disputes PG&E’s risk modeling and makes two recommendations.
TURN recommends changes to PG&E’s MAVF for risk analyses for future
proceedings. The Commission finds that TURN’s recommendations are more
appropriately considered in the S-MAP proceeding.®* TURN also recommends
that the Commission analyze the cost-effectiveness of PG&E’s proposals using
RSEs and Benefit-Cost (B/C) ratios calculated under either PG&E’s MAVF or
TURN'’s proposed MAVE.%

On the topic of RSEs, Cal Advocates recommends that the Commission
require PG&E to host a technical working group to discuss, analyze, and
consider societal impacts when modeling the financial and safety impact of PSPS

on customers.? As with TURN’s recommended changes to PG&E’s MAVFE, the

9 TURN Opening Brief at 91, states “For purposes of future RSE analysis until modified by
subsequent CPUC order, PG&E should be required to: (1) use linear scaling functions for its
Financial and Safety attributes; and (2) revise its MAVF weights and scales to achieve a
statistical value of life (SVL) that is consistent with the Department of Transportation’s SVL. For
purposes of the Commission’s analysis of the cost-effectiveness- of PG&E's proposals in this
case, the Commission should use RSEs and Benefit-Cost (B/C) ratios calculated under either
PG&E’s MAVF or TURN's proposed MAVF, in recognition of the fact that the results under
either MAVF show that the programs for which TURN supports its recommendations with RSE
analysis have low RSEs and B/ C ratios.”

9% TURN Opening Brief at 49-52, stating, in part, “Section 2.3.3 [TURN] explains how the RSEs
required by the S-MAP Settlement can be readily expressed as Benefit-Cost (B/C) ratios, which
augment the usefulness of RSEs by providing a stand-alone measure of cost-effectiveness-.
PG&E's objections to TURN's expression of RSEs as B/ C ratios rely on the incorrect and
irrational design of the financial attribute of its multi-attribute value function (MAVF) and
should be rejected.” The Commission notes that D.22-12-022 adopted a revised the MAVF for
future rate cases to a “Cost-benefit Approach” but that revision does not apply to this PG&E
general rate case because the Commission stated in D.22-12-022 at 24, as follows: “We direct the
IOUs to implement the Cost-benefit Approach in their next respective GRC cycles, beginning
with PG&E’s 2024 RAMP application.”

% Cal Advocates Opening Brief at 36-40.
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Commission finds Cal Advocates” modeling recommendations are more
appropriately considered in the S-MAP proceeding.

The S-MAP Settlement Agreement adopted by the Commission requires
utilities to divide asset groups associated with risk events into subgroups or
tranches with similar characteristics or risk profiles.”” The division of tranches is
to be based on how the risks and assets are managed by the utility, data
availability, and model maturity with the goal of striving to achieve as deep a
level of granularity as is reasonably possible.” This is important because risk
reductions from mitigations and risk spend efficiencies are designed to be
determined at the level of tranches with homogeneous or similar risk profiles.?
In accordance with the Commission-adopted S-MAP Settlement Agreement,
PG&E provided a ranking of risk mitigations by RSEs, in this proceeding for
those mitigations addressed in PG&E’s RAMP Application.1%0 The Commission
has been clear that RSEs are one factor among many that PG&E may use to select

its mitigation strategy.101 In this GRC proceeding, the Commission adopted

97 The S-MAP lexicon defines a tranche as “a logical disaggregation of a group of assets
(physical or human) or systems into subgroups with like characteristics for purposes of risk
assessment.” D.18-12-014 at 18. For the purposes of S-MAP analysis, a tranche is considered to
have a homogeneous risk profile, including the same likelihood of risk event (LoRE) and
consequence of risk event (CoRE). D.18-12-014, Phase Two Decision Adopting Safety Model
Assessment Proceeding (S-Map) Settlement Agreement with Modifications (December 13, 2018)
Attachment A (S-MAP Settlement) at A-11, Element 14.

98 PG&E Opening Brief at 33; PG&E-15-E at 1-13, citing to D.18-12-014, Attachment A,
Appendix A, A-11, No. 14.).

9 PG&E Opening Brief at 33; PG&E-15-E at 1-13, citing to D.18-12-014, Attachment A,
Appendix A, A-11, No. 14.).

100 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) Attachment A, at A-14, No. 26.

101 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) Attachment A, at A-14.
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S-MAP Settlement Agreement requires PG&E to clearly and transparently
explain its rationale for selecting risk mitigations for each risk tranche and, in
addition, explain its rationale for the selection of its overall portfolio of risk
mitigations.102 The Commission has acknowledged that risk mitigation selection
can be influenced by other factors, beyond just the RSE, including funding, labor
resources, technology, planning and construction lead time, compliance
requirements, and operational and execution considerations.1% According to the
S-MAP Settlement Agreement, as adopted by the Commission, if PG&E uses
other factors in selecting risk mitigations, PG&E must explain whether and how

any such factors affected PG&E's ultimate risk mitigation selections.104

2.1. Integration of RAMP and RSEs in PG&E’s
General Rate Case

PG&E states that, in accordance with the S-MAP Settlement Agreement, it
identified, modeled, assessed, and ranked risks; selected RAMP and non-RAMP
mitigations; calculated RSEs; and ranked risk mitigations by RSEs in its RAMP
Report.1% On June 30, 2020, PG&E filed its RAMP Report in preparation for this
GRC.106 The Commission’s Safety Policy Division evaluated PG&E’s RAMP
Report and, after completing its review, the Safety Policy Division issued its Staff

Evaluation Report dated November 25, 2020.

102 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) Attachment A, at A-14.

103 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) Attachment A, A-14.

104 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) Attachment A, at A-14.

105 PG&E Ex-02, WP 1-134 to WP 1-911 (PG&Es 2020 RAMP Report).
106 PG&E Opening Brief at 30.
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Safety Policy Division identified deficiencies, gaps, and areas for
improvement and PG&E responded in comments dated January 15, 2021, and
January 29, 2021.197 PG&E states that it considered Safety Policy Division’s
feedback in making its safety-related forecasts in this proceeding.108
Subsequently, in this proceeding, PG&E provided ranked updated risk
mitigations.1% In this Application, PG&E states that PG&E’s enterprise and
operation risk management program provides its lines of business with tools,
methods, and technical support to “[d]evelop and implement mitigations and
controls that have the greatest potential to reduce those risks and are the most
cost-effective options, or most compelling RSE, for managing risk.”110 TURN
recommends using RSEs as a key tool and the basis for recommending
reductions in risk management programs not shown to be cost-effective by their
low RSEs or cost-benefit ratios. TURN argues for reductions in certain mitigation
programs based partly on their low RSE scores.!! In response, PG&E states that
the S-MAP Settlement Agreement’s RSE calculation methodology “is not
sufficiently mature to support funding decisions.”112 PG&E states that RSEs
should not be the sole factor in determining the reasonableness of PG&E
forecasts for risk mitigation programs at issue in this GRC. PG&E contends that
TURN’s analysis is inconsistent with Commission precedent and that TURN uses

RSE scores for a purpose that was never intended. In response, PG&E argues, in

107 PG&E Opening Brief at 30.

108 PG&E Opening Brief at 30-31.

109 PG&E Ex-02 at 1-16 to 1-21.

110 PGE Ex-02 at 1-5.

11 TURN Opening Brief at 17.

12 PG&E Ex-16; TURN Opening Brief at 50 (fn. 146); TURN Opening Brief at 69-72.
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general, that risk-based decision-making must include a wide variety of
considerations rather than being based on a single summary statistic.113 PG&E
states further that it bases its risk control and risk mitigation programs on a
series of prioritization investment decision meetings where proposed programs
are evaluated based on contribution to risk reduction, code compliance, and
reasonableness.

In this proceeding, the Commission considers RSEs on a case-by-case basis
and in a manner consistent with past precedent. The S-MAP Settlement
Agreement was a milestone toward achieving a more rigorous, quantitative
method of risk assessment and risk prioritization and toward “providing
information required to better understand the cost-effectiveness of proposed
mitigations.”1# The Commission has determined that “RSE calculations are
critical for determining whether utilities are effectively allocating resources to
initiatives that provide the greatest risk reduction benefits per dollar spent, thus

ensuring responsible use of ratepayer funds,”115 and that one of the goals of the

113 PG&E Opening Brief at 43.

114 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) at 44.

15 D.21-08-036, Decision on Test Year 2021 General Rate Case for Southern California Edison Company
(August 19, 2021) at 38 (citing to Resolution WSD-002 and Resolution WSD-004). “For SCE’s
proposed wildfire covered conductor program, this includes the presentation of RSE
calculations at the circuit level. This direction is consistent with the Commission’s Resolutions
adopting the 2020 WMPs, which found that ‘RSE calculations are critical for determining
whether utilities are effectively allocating resources to initiatives that provide the greatest risk
reduction benefits per dollar spent, thus ensuring responsible use of ratepayer funds,” and that
SCE’s 2020 WMP is lacking in this regard.” While we are cognizant that RSEs are not the only
factor in the development and consideration of a prudent risk mitigation plan (which may be
influenced by other factors, such as labor resources, technology, compliance requirements,
planning and construction lead time, etc.), it is SCE’s responsibility to clearly and transparently
explain its rationale for selecting the type and scale of risk mitigations, including how RSE
calculations were considered.”
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S-MAP Settlement Agreement was to “use risk reduction per dollar spent to
prioritize projects.”116

Nevertheless, as noted above, the Commission has found that a “utility is
not bound to select its mitigation strategy based solely on RSE ranking.”
Mitigations can be influenced by other factors.1” As a result, the Commission has
found that RSEs provide a useful point of comparison regarding the cost-
effectiveness of proposed mitigations.!’8 The Commission addresses risk
mitigations in a more detailed manner, when needed, regarding specific risks
and forecasts presented herein.

2.2. Deferred Work and Spending Accountability

The Commission has adopted a Deferred Work Settlement, which requires
PG&E to make an explicit and specific showing at the program level when PG&E
seeks ratepayer funding for work previously authorized on the basis of safety
and reliability but whose completion was deferred to a future rate case cycle. The
Deferred Work Settlement recognizes that, because of changes to the risk
landscape that can happen after a rate case decision is issued, it is sometimes
necessary for PG&E to defer and re-prioritize authorized funding to a different
program. In such cases, it requires PG&E to make a showing that such deferral
and reprioritization was justified and reasonable. The need for the Deferred

Work Settlement arose, because in a series of PG&E GRC decisions in 2007, 2011,

116 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) at 12, 14.

17 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) Attachment A, S-MAP Settlement
Element 26, at A-14.

118 D.21-08-036, Decision on Test Year 2021 General Rate Case for Southern California Edison Company
(August 19, 2021) at Finding of Fact 32.
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and 2014, there was considerable dispute about the reasonableness of deferred
work and whether ratepayers should be charged a second time for such work,
resulting in extensive discussions in Commission decisions.!1?

Under the Deferred Work Settlement, an affirmative deferred work
showing in PG&E’s direct testimony is required when all of the following are
true:

1. The work was requested and authorized based on
representations that it was needed to provide safe or
reliable service.

2. PG&E did not perform all of the authorized and funded
work as measured by authorized (explicit or imputed)
units of work; and

3. PG&E is again requesting funding in the current general
rate case cycle to perform this same work.120

When these elements apply, D.20-12-005 requires PG&E to show how the
specific funding request is consistent with the following six principles for
deferred work. These principles constitute a negotiated and agreed upon
synthesis of the Commission’s previously stated expectations for what is
reasonable with regard to deferral of risk reduction work:121

1. Where funds are originally collected from ratepayers based on
representations that the work is necessary to provide safe reliable
service and, yet PG&E does not perform all of the designated work, the
fact that PG&E must pay for a higher priority activity or program does
not nullify or extinguish its responsibilities to fund forecasted and

119 TURN Opening Brief at 92-93.
120 TURN Opening Brief at 93.

121 D.20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric
Company at 324-326; TURN Ex-19, Attachment 1, Deferred Work Settlement Agreement,
Section 5.2 at 36-37.
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authorized work unless such work is no longer deemed necessary for
safe and reliable service.

2. PG&E is responsible for providing safe and reliable customer service
whether or not its overall spending matches funding levels authorized
or imputed in rates.

3. PG&E bears the risk that, as a result of meeting spending obligations
necessary to provide safe and reliable service, the earned rate of return
may be less than the authorized return.

4. While PG&E has finite funds to meet capital and operational needs,
PG&E is not restricted to spending only up to the forecast adopted in
the GRC.

5. PG&E bears the responsibility — and has discretion - to adjust
priorities to accommodate changing conditions after test year forecasts
are adopted. Readjusting spending priorities, however, only involves
the ranking and sequence of spending. Reprioritizing spending for new
projects does not automatically justify postponing projects previously
deemed necessary for safe and reliable service.

6. The GRC process is a tool in supporting PG&E’s ongoing ability to
provide safe and reliable service while affording a reasonable
opportunity to earn its rate of return and thereby attract capital to fund
its infrastructure needs. Adopted revenue requirements and the
disposition of disputed ratemaking issues should be consistent with the
goal of supporting PG&E’s ability to provide safe and reliable service
while maintaining its financial health and ability to raise capital.22

The Deferred Work Settlement further requires that for any work that
meets the deferred work conditions, PG&E's direct showing in support of the
reasonableness of our forecast in the rate case explain:

a. Why the authorized work was not performed in the time
forecasted;

12 D.20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric
Company at 324-326; TURN Ex-19, Attachment 1, Deferred Work Settlement Agreement,
Section 5.2 at 36-37.
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b. Whether the deferral of the authorized work resulted in
lower than authorized spending for the authorized work;

c. How the funding was reallocated and whether such
reallocation related to the provision of safe and reliable
service; and

d. To the extent that authorized funding for safety-related
work was used for other purposes, the reasonableness of
the alternative work for the purpose of evaluating the
appropriateness of the new funding request.123

The Commission further stated that “to the extent that authorized funding
was diverted to alternative work, PG&E must show the reasonableness of this
alternative work.124

In this proceeding, PG&E states that the Deferred Work Settlement should
be discontinued because is no longer necessary to ensure that PG&E is
accountable for managing authorized funding because (1) existing Commission
decisions and requirements already require PG&E to identify deferred work in
rate cases; and (2) extensive annual risk spending accountability reporting
requires PG&E to analyze spending and variances from authorized spending
over the whole GRC cycle.1? In addition, PG&E states that it uses an enterprise
framework to work with the various PG&E lines of business “to prioritize the

work that we feel is most critical in addressing safety and risk at the time.”126

123 D.20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric
Company at 324-326; TURN Ex-19, Attachment 1, Deferred Work Settlement Agreement,
Section 5.2 at 36-37. See also, PG&E Opening Brief at 58.

124 D.20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric
Company at 324-326; TURN Ex-19, Attachment 1, Deferred Work Settlement Agreement,
Section 5.2 at 36-37; TURN Opening Brief at 94.

125 PG&E Opening Brief at 60-62; PG&E Reply Brief at 62-66.
126 PG&E Opening Brief at 55-56.

-48 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

TURN and Cal Advocates recommend the Commission maintain the
Deferred Work Settlement. In addition, TURN recommends that the Deferred
Work Settlement be modified to require PG&E to demonstrate that any
reprioritization of funds from work meeting the deferred work criteria be
supported by RSE scores. Likewise, Cal Advocates supports the continuation of
the Deferred Work Settlement and adds that the deferred work principles cannot
be applied over a group of deferred work projects but, instead, each principle
must be applied on a case-by-case basis to particular work.12

The Commission finds that the Deferred Work Settlement continues to
provide benefits of transparent and agreed-upon standards against which
PG&E'’s requests can be assessed and to ensure that ratepayers received value for
funds already paid. For this reason, the Commission directs PG&E to continue to
follow the directives in the Deferred Work Settlement and submit the related
data in its 2027 GRC, subject to the limitations of Pub. Util. Code Section 8386.3,
which restricts the diversion of revenues authorized for certain wildfire
mitigation activities.1?8

3. Gas Operations

This Section reviews PG&E’s Gas Operations expense and capital
expenditures forecasts for operating and maintaining PG&E’s natural gas
transmission, storage, and distribution system from 2023 to 2026. PG&E address

this forecast in PG&E Ex-03, Ch. 2.

127 Cal Advocates Opening Brief at 43-44.

128 The wildfire mitigation requirements of Assembly Bill 1054 limit this flexibility with regard
to wildfire mitigation expense. See, e.g., Pub. Util. Code Section 8386.3(d)(1) (“An electrical
corporation shall not divert revenues authorized by the commission to implement the wildfire
mitigation plan to any activities or investments outside of the plan.”).
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PG&E’s Gas Transmission and Storage system is composed of
approximately 6,600 miles of transmission pipeline, 38 compressor units at
nine compressor stations, and 456 pressure regulating stations. PG&E owns and
operates three gas storage facilities and has an interest in a fourth. PG&E-owned
storage facilities include 109 storage wells, 14 miles of transmission pipes, well
controls for each injection and withdrawal well, and 3,404 acres of reservoirs
with over 52 billion cubic feet of working gas capacity.

PG&E'’s Gas Distribution system includes distribution mains, gas services,
and gas meters to residential, commercial, and industrial customers.1?? PG&E
maintains approximately 43,000 miles of distribution mains servicing 4.3 million
residential, commercial, and industrial customers.13° Distribution mains and
services include distribution pipelines, risers, pits and vaults, valves, and
ancillary services (e.g., cathodic protection). The programs related to the Gas
Distribution system include PG&E’s Distribution Integrity Management Program
(DIMP), distribution pipeline replacement programs, distribution service
replacement programs, and other gas distribution reliability work.131

PG&E divides Gas Operations into what it calls nine physical asset
families, and PG&E’s funding requests are made in relationship to these
nine asset families:

1. Gas Storage

2. Compression and Processing
3. Transmission Pipe
4

. Distribution Mains

129 PG&E Ex-03.
130 PG&E Ex-03 at 1-1.
131 PG&E Opening Brief at 92.
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Figure 1 is a graphical representation of the Gas Operations asset families
and boundaries. 132
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132 PG&E Ex-03 at 3-4.
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PG&E’s requests within the following categories are disputed and

discussed below:

Distribution Mains and Services

Transmission Pipe

Gas Facilities

Gas Storage

Operations and Maintenance

Other Gas Operations Support

New Business and Work at the Request of Other

Forecasts for the remaining categories of expenses and capital

expenditures are not in dispute. The Commission finds reasonable the

uncontested forecasts in the remaining cost categories within Gas Operations.

The Commission first briefly summarizes PG&E’s approach to its gas

operations forecasts, including its risk management and analysis. This provides

the necessary background to examine the disputed areas. The decision then turns

to the disputed expense and capital program forecasts in the six Sections that

follow.

3.1.

PG&E’s Gas Operations Forecasts

PG&E describes its forecasts as considering risks while addressing

execution constraints, such as resource availability, periods of higher demand,

permitting timeliness, and costs. PG&E says its forecasts also include a detailed

review of its portfolio with a focus on emergency restorative and preventative

work. That work supports an immediate response to public and workforce

safety, customer commitments and load growth, compliance-mandated work,

and risk reduction activities.133

133 PG&E Opening Brief, Section 2.1.1.3.
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3.2. Risk Management and Analysis

A key element of its forecasts, according to PG&E, is risk management and
analysis. PG&E identified nine Gas Operation risks all within the categories of
loss of containment events, overpressure, and lack of capacity to meet customer
demand.13* Three of the nine are identified as top safety risks.13>

PG&E states that its employees identify and manage risks for each asset
family and develop programs to mitigate those risks. PG&E further explains that
its Gas Operations Organization uses the multi-attribute value framework,
bow-tie methodology, and risk spend efficiency (RSE) scores to evaluate risk,
including mitigation and control programs for evaluating safety and reliability
risks. According to PG&E, this approach is complemented by two operational
risk model programs that are used to manage gas operations for individual
segments of pipe: the Transmission Integrity Management Program (TIMP) and
the DIMP. The outputs from these operational risk models are used as inputs to
both PG&E’s (a) Enterprise and Operational Risk Management model for
frequency and consequence data, and (b) Gas Operations Integrated Planning
Process for the system as a whole.13¢

3.3. Gas Distribution Mains and Services

The Commission addresses six disputed items regarding gas distribution
mains and services in the following order: (1) Fitting Mitigation Program,
(2) Cross Bore Program, (3) Gas Pipeline Replacement Program, (4) Plastic Pipe

Replacement Program, (5) Reliability Service Replacement Program, and

134 PG&E Opening Brief at 86.

135 The three top safety risks are: loss of containment on Gas Transmission Pipeline; loss of
containment on Gas Distribution Main or Service; and Large Overpressure Event Downstream
of Gas Measurement and Control Facility.

136 PG&E Opening Brief at 84.
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(6) Long-Term Gas System Planning Proceeding. As explained below, lower
values are adopted than requested by PG&E, and a two-way balancing account

will be used to begin the process of avoiding future stranded assets.

3.3.1. Fitting Mitigation Program (MAT JQG)

Fittings are the pipe components fused to gas main pipes and smaller
service pipes that supply natural gas to customers’” premises.13” PG&E explains
that in its prior GRC (A.18-12-009, PG&E’s 2020 GRC) this maintenance activity
type was referred to as the Mechanical Fitting Replacement Program because it
targeted removal of mechanical fittings whose stainless steel rings were found to
be corroding and cracking. These stainless steel ring mechanical fittings are no
longer approved for use. PG&E has already removed some leaking mechanical
tittings. PG&E plans to continue this removal process as other leaking
mechanical fittings are identified but, to be more expansive, will do this under a
different program, the Fitting Mitigation Program (MAT JQG).138

Starting in 2023, PG&E proposes to use this larger Fitting Mitigation
Program to replace a type of plastic fitting known to have manufacturing defects.
PG&E states that this replacement program is important because these fittings
were found to fail in laboratory tests at a failure rate 14 times that of other
fittings.13% After searching installation records, PG&E states that it identified
22,000 locations in which fittings with a higher failure rate were installed
between 2016 and 2017. PG&E then initiated a pilot program to develop and

document the process of field locating, excavating, and repairing or replacing

137 PG&E Ex-16 at 4-7.
138 PG&E Ex-03 at 4-19.

139 PG&E Ex-16 at 4-10; TURN Opening Brief at 128. All cites to TURN’s Opening Brief are to
TURN’s Amended Opening Brief filed on November 8, 2022.
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these fittings. Under this pilot program, PG&E reports that none of the replaced
fittings have started leaking. PG&E states it will survey the fittings for leaks
annually until all the defective fittings are replaced.140

PG&E requests $15.923 million for the Fitting Mitigation Program in test
year 2023. The Commission adopts $2.4 million based on data from the pilot for
the reasons explained below.

3.3.1.1. PG&E Position
PG&E requests that the Commission approve a TY 2023 expense forecast

of $15.923 million for the Fitting Mitigation Program (MAT JQG), with the goal
of replacing 2,200 plastic fittings with elevated failure rates over a 10-year
period.*! In support of its proposed forecast, PG&E asserts that it procured the
original fittings with an elevated failure rate from a reputable national company
and took the following actions after discovering the manufacturing defects:

(1) PG&E rigorously tested the fittings, (2) determined the number and location
of products that had been installed in the field, (3) determined the extent of the
manufacturing issue with the manufacturer, and received assurances that the
issue did not extend to other plastic fittings, and (4) quarantined the inventory of
all potentially defective fittings.142 PG&E says it pursued its legal remedies
against the supplier and states that PG&E settled its warranty claim in its
bankruptcy case for $225,000 based on the legal arguments made as part of that

claim, including the terms of applicable warranties and contracts.43 For purposes

140 PG&E Ex-03 at 4-20.

141 PG&E Opening Brief at 95; TURN Opening Brief at 167.
142 PG&E Opening Brief at 132-133.

143 PG&E Reply Brief at 94-95.
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of establishing a forecast, PG&E estimates the defective fittings to have a 29-year
expected life.

PG&E also acknowledges that at the time PG&E filed this GRC
application, the pilot project for the Fitting Mitigation Program was not
complete.’#* As PG&E explains, it developed its 2023 forecast based on vendor
bids, 2020 budget allocations, and an “estimate” of fittings to be mitigated over
ten years but, PG&E says, it did not include the recorded results of the pilot
program because the pilot was not complete at that time.4> As a result, PG&E
did not provide its final estimates for its forecast until it served its rebuttal
testimony.146

3.3.1.2. Party Positions
In response to PG&E’s proposed pace of mitigation, TURN proposes

reducing PG&E’s forecast for the program by 50% or $8.0 million by extending
the program’s mitigation pace from PG&E’s proposed 10-years to 20 years.14”
TURN supports extending the replacement program over a longer period based
on the following: (1) the failure rates of these fittings in the field; and (2) the
program’s low RSE.1#8 In addition, TURN does not agree with PG&E’s estimate
for the useful life of 29-years for these fittings for the following reasons:

(1) "PG&E’s target of replacing all the fittings within ten years is based on a field
study done on a totally different group of fittings that failed in service,”14° (2) the

144 Cal Advocates Opening Brief at 51-52.
145 PG&E Opening Brief at 97.

146 PG&E Reply Brief at 93-94.

147 TURN Opening Brief at 203-206.

148 TURN Opening Brief at 203-206.

1499 PG&E Reply Brief at 92.

-56 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

study included none of the defective fittings at issue in this program, (3) none of
the fittings in the study failed; and (4) "the behavior of the fittings with
manufacturing defects is different from the behavior of poorly constructed
plastic fusion fittings.”150 Lastly, TURN suggests that the RSE for the Fitting
Mitigation Program is 0.016, which PG&E suggests means that the program
results in less than 1% of safety and reliability benefits per dollar spent.

Cal Advocates recommends no funding for the program for the following
reasons: (1) ratepayers should not be responsible for a manufacturing defect, and
(2) the funding request is premature and inadequately supported because it was
presented late in the proceeding.’5! Cal Advocates contends that PG&E has not
provided the Commission with reasonable validation of the processes, methods,
and costs it proposes to undertake and incur as part of this Program. In addition,
Cal Advocates contends that PG&E has not provided a description of the process
of field locating, excavating, and repairing or replacing fittings — the
information the pilot program was designed to gather.152

3.3.1.3. Discussion

Considering all these factors, the Commission is not convinced by PG&E to
adopt PG&E’s proposed level of funding. Nonetheless, we find that it is
reasonable to forecast some level of expense in 2023 for PG&E’s proposed fittings

mitigation work. We do so based on the arguments presented here and because

150 PG&E Reply Brief at 92.
151 Cal Advocates Opening Brief at 70-73.
152 Cal Advocates Opening Brief at 51-52.
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we have approved funding for mitigation of similar manufacturing and material
quality issues before.153

Parties, however, did not have critical information regarding PG&E'’s pilot
program for fitting replacement until late in this proceeding.1>* As a result, the
parties were unable to reasonably evaluate both the cost-effectiveness of the
program and PG&E's forecast for a scaled-up program. Therefore, the
Commission finds that more time is needed to review the data on the pace and
cost of replacement before we can adopt PG&E’s full request.

As such, the Commission finds that PG&E has not established the
reasonableness of its forecast of $15.923 million for the Fitting Mitigation
Program by the preponderance of evidence. The Commission finds reasonable a
forecast based on the proactive replacement of fittings with an elevated failure
rate the same as the pilot, which is 480 fittings per year. Based on a unit cost of
$5,004 per fitting?5> and 480 fittings, the Commission adopts an expense forecast
for TY 2023 of $2.4 million for the Fitting Mitigation Program (MAT JQG).

We must also ensure that ratepayers secure the benefits of the warranty
claim regarding defective fittings. To do so, PG&E shall explain how the $225,000
in warranty settlement proceeds will be credited to ratepayers by filing and

serving a Tier 2 Advice Letter within 30 days of the effective date of this decision.

3.3.2. Cross-Bore Program (MAT JQK)

A cross bore is an inadvertent installation of a gas line through a

wastewater or storm drain system during trenchless construction or boring.

153 D.03-10-002, Opinion on Bakman Water Company’s General Rate Case for Test Year 2000
(October 2, 2003) at 28 (OP 3).

154 Cal Advocates Opening Brief at 52.

155 PG&E’s 2020 pilot program recorded $1.396 to replace 279 fittings, resulting in a unit cost of
$5,004 per fitting. Cal Advocates Ex-02 at 6.
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When sewers and storm drains containing cross-bores are mechanically cleaned,
the gas lines can be damaged and leak, causing a risk to employees and the
public, particularly if damaged gas lines leak into a sewer system. Through the
Cross-Bore Program, PG&E looks for cross-bores in wastewater lines and laterals
using video equipment. PG&E reports that it repairs any cross bores identified
from the inspections.’% Since 2012, PG&E says it has identified and mitigated
over 800 cross-bores.

PG&E requests $33.91 million in 2023 for this program. The Commission
adopts $13.13 million for the reasons explained below.

3.3.2.1. PG&E Position
PG&E states it is targeting 2022 for substantial completion of the

Cross-Bore Program in San Francisco, with a focus in the GRC cycle on the
approximately 800,000 remaining outside of San Francisco.

PG&E'’s 2023 forecast is to execute 45,000 inspections annually (2023-2026)
at a cost of $753 per unit (inspection) for a forecast of $33.91 million in 2023. This
forecast is $2.16 million higher than the 2020 recorded amount of
$31.75 million.157

PG&E states in support of its estimate of 45,000 inspections per year that in
2018 it completed 45,477 inspections outside San Francisco.158 PG&E estimates
the cost per inspection based on a three-year average (2017-2019) of recorded
costs and inspections, during which 12% were in San Francisco, and 88% were

outside San Francisco.

156 PG&E Ex-03 at 4-13.
157 PG&E Opening Brief at 99.
158 PG&E Reply Brief at 97.
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3.3.2.2. Party Positions

TURN proposes a lower forecast based on a reduced inspection pace
(19,313 instead of 45,000 inspections per year), a reduced cost ($680 instead of
$753 per inspection), and a reduced cross bore find rate per 1,000 inspections
(which fell from 7.74 in 2013 to 0.81 in 2021.)15 TURN estimates
19,313 inspections per year based on PG&E’s recorded average rate over three
years (2019-2021). TURN estimates a cost of $680 per inspection based on the
number and cost of non-San Francisco inspections conducted in 2019-2021. This
produces a TURN proposal of $13.13 million for the test year 2023 Cross Bore
Program.

TURN presents the following reasons in support of its lower forecast:

(1) the relative risk of cross bores outside of San Francisco is much lower than in
San Francisco, resulting in a low RSE score; (2) the declining cross bore find rate
greatly increases the cost of the Cross-Bore Program per cross bore found;

(3) PG&E should have utilized a different methodology for its unit cost
forecast;1%0 (4) PG&E’s assumption that the probability of a major event resulting
from a cross bore loss of containment of one out of 34 is flawed; (5) PG&E’s
proposal to double its cross-bore program outside San Francisco is not justified;
and (6) there is no reason to expect a major cross-bore event because “sewers are
designed to mitigate gas backflow into structures.”1¢! In response, PG&E states

that (1) cross-bores outside San Francisco pose a significant risk; (2) cross-bores

159 PG&E Opening Brief at 99-101.
160 PG&E Opening Brief at 99-100.
161 PG&E Reply Brief at 96-97.

-60 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

represent a significant risk that should be mitigated at PG&E’s proposed pace;
and (3) PG&E'’s proposed unit cost for the program is reasonable.162
The Commission assesses in turn the three fundamental contentions of the
parties: (1) risk, (2) pace, and (3) inspection cost.
3.3.2.3. Assessment of Cross-Bore Risk

The parties debate the assessment of the risk presented by cross bores.
PG&E states that it has experienced seven loss of containment events as a result
of cross-bores from 2016 to the present, all of which have occurred outside of
San Francisco.163 PG&E claims that this risk is significant based on its calculation
of the probability of a major event resulting from a cross bore loss of containment
being one out of 34.16¢ On the other hand, TURN asserts that PG&E has not
experienced a major incident due to cross-bores, the rate of finding cross bores
has diminished, and PG&E has completed inspections of all potential cross-bores
in the areas of highest risk.165> In addition, TURN noted that the Cross Bore
program does not mitigate a major loss of containment risk.166

The Commission finds that the potential risk posed by cross bores to be
unclear, and that PG&E has failed to thoroughly assess its relative
cost-effectiveness by ranking it against risk mitigation alternatives as required by
the D.18-12-014 (S-MAP Settlement Agreement). PG&E's isolated calculation of
the probability of a major event resulting from a cross bore was not made in

relation to other risks and less precise than the risk factors developed and ranked

162 PG&E Opening Brief at 99-102; PG&E Reply Brief at 95-96.

163 PG&E Opening Brief at 101.

164 TURN Opening Brief at 172; citing to PG&E Ex-02, WP at 1-351.
165 TURN Ex-06 at 38.

166 TURN Ex-06 at 37.
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in accordance with the S-MAP, adopted in D.18-12-014. To reduce the
uncertainty inherent in risk assessments, the S-MAP requires risks to be assessed,
in part, by comparing them to other risks or ranking them, which PG&E failed to
do. As a result, the Commission finds that PG&E has not reasonably assessed the
cross-bore risk. The Commission expects an improved showing in future
proceedings.

Nonetheless, the risk is not zero. For the reasons discussed below, we
decline to adopt PG&E’s request of $33.91 million for the 2023 forecast but
authorize $13.13 million.

3.3.2.4. The Pace of Mitigating Cross Bore Risk
Parties dispute whether or not PG&E’s pace of a proposed

45,000 inspections per year represents a program increase. TURN claims that
45,000 inspections per year represent an increase of over double the amount of
19,313 per year on average during the 2019-2021 period.1¢” In response, PG&E
states that from 2020-2022, the focus on completing San Francisco inspections
reduced the number of inspections that PG&E was able to complete outside
San Francisco. And, according to PG&E, in 2018 it performed fewer inspections
in San Francisco and completed 45,477 inspections outside San Francisco.168

To assist in selecting a pace for mitigating the uncertain risk of cross-bores,
TURN recommends the Commission consider the program’s RSEs. TURN states
that PG&E'’s Cross Bore Program has a relatively low RSE of 0.03. PG&E does not
dispute TURN’s RSE. Instead, PG&E argues that TURN's reliance on the RSE

score for this program as the sole reason to delay these safety inspections is not

167 TURN Ex-06 at 38.
168 PG&E Reply Brief at 97.
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warranted in light of the evolving nature of the Risk Assessment Mitigation
Phase (RAMP) process.

The Commission finds TURN’s application of RSEs to be consistent with
the Commission’s decision in D.18-12-014 of providing a data-driven tool to
assess risk and select mitigations based on ranked assessment. Moreover, based
on considering the actual inspections per year over 2019 to 2021 along with the
factors above, we find TURN's proposed frequency of 19,313 inspections per year
to be more reasonable than the 45,000 in PG&E’s less precise analysis.

3.3.2.5. Unit Cost of Cross-Bore Inspections
and Cost-Effectiveness

PG&E says it used a three-year average (2017-2019) of recorded costs and
number of inspections to develop the Cross Bore Program unit cost of $753, with
12% of PG&E’s inspections during this timeframe in the generally more costly
San Francisco area and 88% outside San Francisco. While PG&E’s test year 2023
forecast is for the remaining inspections to be outside San Francisco, PG&E says
there will be a small population of difficult inspections outside of San Francisco
each year, similar to those in San Francisco. PG&E concludes that its estimated
unit cost is reasonable based on the assumption that 12% of the more complex
inspections would occur annually outside of San Francisco.16

TURN recommends that the unit cost be reduced to $680, based on the
number and cost of non-San Francisco inspections conducted in 2019-2021.170
TURN contests PG&E’s estimate by arguing that PG&E’s 2017-2019 data includes
over 100,000 inspections outside of San Francisco that, presumably, already

include difficult inspections. In response, PG&E states that its historical data

169 PG&E Opening Brief at 102.
170 TURN Opening Brief at 173.
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does not include 5,022 units outside of San Francisco involving difficult
inspections because the 5,022 inspections have not been completed.

The Commission concludes that PG&E’s identification of 5,022 difficult
inspections not included in the historical data neither supports its assumption
that 12% of the remaining 800,000 inspections outside San Francisco will be
difficult nor invalidates that some of the over 100,000 inspections outside of
San Francisco will likely be difficult.1”! In the absence of support for PG&E’s
figure of 12%, the Commission does not find PG&E has met its burden to
demonstrate the reasonableness of its $753 unit cost estimate. We find the more
reasonable estimate to be $680 based on actual 2019-2021 data which includes
inspections outside San Francisco and, whether or not part of the 5,022
inspections, likely includes some difficult cases.

Therefore, the Commission finds that the rate of 19,313 inspections per
year at a unit cost of $680 per inspection reasonable for a forecast for Cross Bore
Program tracked in MAT JQK of $13.130 million for the 2023 test year.

3.3.3. Gas Pipeline Replacement Program (Capital
MAT 14A)

PG&E’s Steel Gas Pipeline Replacement Program focuses on identifying
and assessing risks associated with aged steel pipe and replacing pipe at an
appropriate time. PG&E requests $684.2 million over the four-year GRC period.
The Commission adopts $99.635 million as explained below.

3.3.3.1. PG&E Position
PG&E requests that the Commission authorize funding to replace 37.1,

39.3, 41.4, and 43.5 miles of such pipe in 2023, 2024, 2025, and 2026, respectively,

171 (5,022/800,000) x 100 = 0.63 %.
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totaling 161 miles and $684.2 million during this rate case period.1”2 Compared to
2022, this amounts to an increase in funding of 31%, 42%, 53%, 65% over the
same period. PG&E’s proposed unit cost forecast of $774 per foot is based on a

three-year average of recorded costs (2017-2019) without escalation.173

3.3.3.2. Party Positions
TURN recommends that PG&E's funding be reduced to five miles of steel

pipe replacement per year “and an additional 10 miles per year of
non-cathodically protected pipe in the next 10 years.”174 This amounts to a
reduction of 101 miles and approximately $429.5 million over the four-year
period. To support this reduction to PG&E’s forecast, TURN claims that: (1) the
program has a low RSE score and associated cost-benefit ratio; and (2) PG&E
should instead focus on replacing steel pipe installed before 1924 (99 years old
and older) because it has twice the leak rate as pipe installed from 1924-1940.175
Cal Advocates recommends reducing PG&E’s 2023 steel pipe replacement
mileage to the 2020 base level of 24.4 miles of pipe at a total cost of
$113.385 million, asserting that PG&E failed to provide support for a higher
request. Cal Advocates also argues that PG&E did not identify the segments of
pipeline it plans to replace.17¢

3.3.3.3. Discussion

PG&E prioritizes pipe segments for replacement based on the relative risk

of each pipe segment determined using its DIMP risk model. In accordance with

172 PG&E Opening Brief at 103.

173 PG&E Opening Brief at 137; PG&E Ex-03, WP at 4-27 (Table 4-18).
174 TURN Ex-06 at 25.

175 PG&E Ex-16 at 4-26.

176 Cal Advocates Opening Brief at 5-57.
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federal standards regulating the transportation of natural gas,”7 PG&E’s model
evaluates risks using the following factors: pipe age, leak history, cathodic
protection, coating, seismic activities, and population proximity. In addition,
PG&E'’s DIMP risk model considers migration, pressure, and population density,
and utilizes the likelihood of failure and consequence of failure to determine risk
of failure.’”8 PG&E’s model is not inconsistent with the S-MAP which allows
utilities to consider other factors.17?

PG&E'’s DIMP risk model identified as high risk 25 of the 28.6 miles of
pre-1924 steel pipel® and 183 miles of the steel pipe installed in 1924-1940.181 The
pre-1924 pipe is of higher risk because it has a leak rate of over twice the leak rate
of steel pipe installed in the 1924-1940 time-period.182 However, PG&E did not
specify any segments of pipe by age or leak rate that it proposed to replace
according to its DIMP model.183 As a result, the parties dispute the appropriate

rate to replacing steel pipe.

17749 CFR § 192.1007, subdivision (c).

178 PG&E Opening Brief at 104; 49 CFR § 192.1007, subdivision (b) requires utilities to consider
the following categories of threats to each gas distribution pipeline: “Corrosion (including
atmospheric corrosion), natural forces, excavation damage, other outside force damage,
material or welds, equipment failure, incorrect operations, and other issues that could threaten
the integrity of its pipeline. An operator must consider reasonably available information to
identify existing and potential threats. Sources of data may include incident and leak history,
corrosion control records (including atmospheric corrosion records), continuing surveillance
records, patrolling records, maintenance history, and excavation damage experience.”

179 D.18-12-014, S-MAP Settlement at A-14, Element 26; TURN Ex-26.
180 PG&E Ex-16 at 65 (Table 4-4).

181 TURN Opening Brief at 103-104; PG&E Reply Brief at 107.

182 PG&E Ex-16 at 65 (Table 4-4).

183 TURN Reply Brief at 33.
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PG&E seeks to increase the rate of replacing steel pipe, but its request is
not driven by risk rankings, its DIMP model, or federal regulations. Rather,
PG&E requests authorization to replace 161 miles of steel pipe during 2023-2026
primarily to replace its pre-1941 pipe before it reaches the end of its useful life.
PG&E claims its pipe replacement rate of approximately 40 miles of pipe per year
is necessary to avoid later replacing pipe at an unmanageable rate upon pipe
failure.184

While limiting the asset age of steel pipelines to 100 years (pre-1924) may
be reasonable, the Commission’s earlier decisions neither require a goal of
steady-state asset replacement!®> nor view such a goal in isolation.18¢ For
example, we must consider PG&E's request to increase this replacement rate at
the same time PG&E requests increased funding to mitigate much higher risks in
other parts of its operations. The Commission must also consider customer rate
levels and whether those rate levels remain affordable. Moreover, even if we do
apply a steady-state replacement goal, it is unlikely that utilities would be able to
adhere to a specific “age of replacement” standard’®” given other long term gas
planning considerations.18 As a result, the Commission must balance the relative

risks with the cost-effectiveness of PG&E’s programs and other long-term goals.

184 PG&E Opening Brief at 105-107; PG&E Reply Brief at 101.

185 A steady-state asset replacement program replaces an asset on a schedule before it reaches an
estimate for the end of its useful life.

186 Cal Advocates Reply Brief at 22; TURN Reply Brief at 33.
187 TURN Reply Brief at 35.

188 Assigned Commissioner’s Amended Scoping Memo and Ruling (January 5, 2022) at 12. The scope
of issues in R.20-01-007 includes considering how utilities will cost-effectively maintain aging
infrastructure and plan to selectively decommission or “prune” the distribution system and
other gas infrastructure while maintaining safe and reliable gas service.
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TURN’s recommendation is based on a more detailed present risk analysis.
It uses RSEs to consider the relative risk of replacing two different tranches of
steel pipe: (1) pre-1924 steel pipe, and (2) steel pipe lacking cathodic protection.
However, some steel pipelines installed between 1924 and 1941 that are
cathodically protected are leaking. Based on the limited information provided, ,
the Commission is not convinced that the rate of steel pipeline replacement
should be as limited as TURN recommends.

Cal Advocates recommends maintaining the current rate of steel pipe
replacement based on PG&E not specifying the pipe it plans to replace. Further,
Cal Advocates asserts that PG&E generally failed to support its request for
increased funding.

Considering all these factors, the Commission finds that PG&E has not
provided the Commission with the information needed to evaluate the request
and, therefore, has not established by the preponderance of evidence that its
request for increased funding is reasonable. Considering the tradeoffs between
present and long-term benefits and costs, PG&E has not justified a forecast that
increases the rate of steel pipeline replacement. Rather, the Commission
concludes that a forecast based on continuing the replacement rate at the
2020 base level rate at PG&E's estimated cost per foot is reasonable.

Accordingly, the Commission adopts a 2023 forecast of $99.635 million for
the Steel Gas Pipeline Replacement Program (MAT 14), which is calculated at a
rate of 24.4189 miles of pipeline per year at a 2023 cost of $774 per foot.19

189 PG&E Ex-03, WP at 4-27 (Table 4-18).
190 PG&E Ex-03-ES, WP at 4-27 (Table 4-18).
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3.3.4. Plastic Pipe Replacement Program (Capital
MAT 14D)

PG&E established the Plastic Pipe Replacement Program in 2012 to
mitigate risks associated with leaks from gas distribution mains and services
manufactured with Aldyl-A plastic that were installed before 1985. According to
PG&E, pipe made of such plastic with a formulation used before 1985 tends to
crack more quickly than other plastic pipe when exposed to stress, such as stress
caused by tree roots, differential settlement, or rock impingement. Plastic pipe
manufactured between 1970 and 1983 has a lower resistance to crack growth
than other pipe, with a forecast mean time to failure under stress of 71 years.191
The Plastic Pipe Replacement Program prioritizes plastic main replacement
projects based on the relative forecast risk of each pipe segment.192

PG&E requests $2.270 billion over the four-year rate case period. The

Commission adopts $396.4 million for 2023 for the reasons stated below.

3.3.4.1. PG&E’s Position

PG&E requests that the Commission authorize funding to replace
170.4 miles, 175.8 miles, 181.1 miles, and 186.5 miles in 2023, 2024, 2025, and 2026,
respectively, totaling approximately 714 miles at a total cost of $2.270 billion
during the rate case period. PG&E’s unit cost forecast is based on a three-year
average of recorded costs (2017-2019) plus escalation.1%3

In the 2020 GRC, D.20-12-005, the Commission adopted the settling
parties” agreement that PG&E should replace an average of 139 miles per year of

pre-1985 plastic pipe for a total of 417 miles over three years as a reasonable

191 PG&E Opening Brief at 112, citing to CPUC’s Hazardous Analysis and Mitigation Report on
Aldyl-A Polyethylene Gas Pipelines in California (June 11, 2014).

192 PG&E Opening Brief at 108.
193 PG&E Opening Brief at 109.
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approach to addressing the risks associated with this pipe.1%* PG&E’s current
proposal represents a 28% increase in proposed pipeline miles to be replaced
over 2023-2026 compared to that adopted in the 2020 settlement agreement.

3.3.4.2. Party Positions
TURN proposes a two-thirds reduction in PG&E’s proposed rate of plastic

pipe replacement. TURN recommends funding $171.6 million in 2023 to replace
an average of 59 miles per year of plastic pipe based on: (1) low RSE scores for
this activity; (2) the need to focus on pre-1973 pipe with twice the leak rate of
1973-1983 pipe;1%> and (3) an interest in avoiding stranded gas infrastructure
investments before the Commission has an opportunity to examine policy
options, the effects of local regulations, and the consequences of other activities
(i.e., related to cost, equity, electrification, and future gas demand) that will be
considered in the Long-term Gas Planning Proceeding (R.20-01-007). This could
obviate the need for some pipeline replacement if gas is instead replaced with
non-pipeline alternatives (e.g., electricity).

Cal Advocates and AARP recommend that the Commission authorize
replacing pre-1985 plastic pipe at or close to the currently approved level of pipe
replacement of 139 miles per year compared to PG&E’s forecast of over 170 miles
per year.1% In particular, Cal Advocates argues that PG&E: (1) underperformed
with this program in the 2020-2022 period (i.e., replaced fewer miles than

planned); (2) has not “demonstrated a record that supports an even higher

194 Tn D.20-12-005, Settling Parties included, among others, PG&E, Cal Advocates, the Office of Safety
Advocate, TURN, and CUE.

195 TURN Reply Brief at 29.
19 PG&E Reply Brief at 109.
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estimate of pipeline replacement miles...”;1%” and (3) has not identified an
increase to the risk level associated with pre-1985 plastic pipe or the segments
already identified for 2021-2022. According to Cal Advocates, PG&E has not
demonstrated a record supporting a higher pipeline replacement rate because it
has completed only 51% of the 417 miles of pipe replacement authorized in the
2020 settlement agreement during the 2020-2022 period.18 As a result,
Cal Advocates recommends that the 2023 forecast be based on PG&E's 2021
recorded capital expenditures and recommends a forecast of $396.4 million.

AARP also recommends a lower unit cost for this program. AARP argues:
(1) the program’s requested replacement rate is “significantly higher” than the
prior CPUC-approved replacement rate of 139 miles per year; (2) the risk level
presented by Aldyl-A plastic pipe has not changed; (3) the program has a
relatively low RSE score compared to undergrounding overhead electric lines;
(4) “[i]t may make sense to pursue full electrification first in areas served by
pre-1985 Aldyl-A pipe ... to avoid replacement costs;” (5) in light of the potential
decrease in the use of natural gas in the future “California should be taking
actions which reduce, rather than accelerate, investments in natural gas
infrastructure;” and (6) the Commission should use a lower unit cost than
proposed by PG&E.

The Commission assesses the various positions by first considering
background information on failure risk and modeling. This is followed by the
Commission determining the rate of replacement and the cost per mile to

determine the adopted amount for the test year.

197 PG&E Opening Brief at 110.
198 CALPA Ex-02 at 9.
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3.3.4.3. Plastic Pipe Failure Risk and Modeling

A brief review of failure risk and modeling are necessary to put the
parties” positions in context.

PG&E evaluates distribution pipe segments utilizing its DIMP operational
risk model based on a methodology that considers leak history, pipe age,
material type, ground temperature, diameter, operating pressure, and
population proximity. This model is applied to multiple materials of pipe
including Aldyl-A and steel. PG&E states it regularly reviews and updates the
leak information for all pipe segments in its database and reruns the model to
determine the risk ranking of all pipeline segments. Information reflecting the
results of the 2020 DIMP risk evaluation is shown in the “2020 Distribution Risk
Assessment and Recommendations for Mitigation Analyses” report (2020 Risk
Assessment).1? Based on the DIMP model, PG&E states that the 2020 Risk
Assessment identified 2,300 miles of main distribution pipe as high risk.200 This
included 208 miles of pre-1941 steel pipe and 494 miles of pre-1985 plastic pipe.
The remaining 1,600 miles of high-risk pipe is in later vintages of pipe, which are
not subject to the vintage steel and plastic pipe replacement programs but are
instead addressed through other programs.201

PG&E and TURN cite five primary documents containing analyses
conducted by government agencies or private consultants that provide key
information concerning the risk posed by Aldyl-A pipelines. These include, in

chronological order:

199 TURN Ex-200 is the 2020 Risk Assessment.
200 TURN Ex-200 at 004.
2001 PG&E Reply Brief at 103-105.
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e Five PHMSA advisory bulletins concerning plastic pipe
failures issued in 1999, 2002, and 2007;

e The 2013 Report from PG&E’s consultant JANA
Laboratories, Inc.;

e The CPUC 2014 Aldyl-A Report;

e The Commission’s Office of Safety Advocate Testimony
from 2019 in PG&E’s 2020 rate case; and

e The CPUC Safety Policy Division’s 2020 RAMP Report.202

TURN asserts that these documents reveal that the primary concern with
this pipe is with the low ductile inner wall (LDIW) Aldyl-A pipeline
manufactured from 1965 to 1972. This includes Aldyl 5040 manufactured
through 1971, and 30 to 40% of the Aldyl 5043 manufactured through 1972.
According to TURN, so-called “Standard 5043” Aldyl-A pipe manufactured in
1971-1983 did not have the low ductile inner wall problems and was ten times
better in resisting slow crack growth.20

Based on its interpretation of this evidence TURN argues that only the
older plastic pipe manufactured through 1973, and thus installed “pre-1976,”
presents a relatively high risk of failing and leaking gas. TURN contends that the
pipe installed in 1976-1984 (manufactured through 1983) is more resistant to
slow-crack growth, and presents a risk of failure only if impacted by external
forces such as rock impingement, tree roots, or differential settlement. According
to TURN, PG&E asserts its DIMP risk model provides the actual evidence of the
riskiest pipelines, and the model identifies only 286 miles (out of a total of about

4,460 installed miles) of the 1976-1984 plastic pipe as having high risk.204

22 TURN Opening Brief at 129.
203 TURN Opening Brief at 118-119.
204 TURN Opening Brief at 120.
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The parties emphasize different aspects of the information in these
reports.20> The Commission further considers these views in determining the
reasonable cost forecast below.

3.3.4.4. Rate of Plastic Pipe Replacement

The necessary funds for this program are based on (1) the rate of
replacement, and (2) the cost per mile of replacement. The Commission finds the
reasonable rate of replacement to be 139 miles per year as explained below.

PG&E summarizes the evidence about failure risk and modeling by stating
that “the choice before the Commission boils down to whether the principle of
steady state replacement should be followed to replace assets within their
expected service life, or whether they should be simply run to failure, accepting
the public safety and reliability risks that this entails.”206 By steady-state
replacement rate, PG&E refers to the goal of replacing an asset before it reaches
an estimate for the end of its useful life.2” PG&E urges the Commission to
approve PG&E’s proposed plastic pipe replacement rate and funding for the
plastic pipe replacement program by contending that this choice is clear.208

The choice is not clear, however, to the other parties and the Commission.
In the Commission’s Safety Policy Division 2020 RAMP report, for example, the
Safety Policy Division found that different vintages of pre-1985 plastic pipe carry
varying levels of risk and advised utilities to base their risk mitigation plans on

the specific years of installation and plastic material composition. The Safety

205 PG&E Reply Brief at 121. For example, PG&E emphasizes that the Commission’s 2014 Staff
Report and other studies say the pre-1985 plastic pipe has a much shorter expected time to
failure if stressed compared to later vintages of pipe that will last much longer.

206 PG&E Reply Brief at 110.
207 PG&E Reply Brief at 101.
208 PG&E Reply Brief at 110.
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Policy Division recommended that a better approach to mitigate pre-1985 plastic
pipe risk would be to determine the specific vintage and plastic composition of
the pipe before committing to an expensive excavation and replacement of pipe
that may present no particular risk. The Safety Policy Division made this
recommendation because proposed vintage pipeline replacement mitigation
programs approved in previous rate cases have very low risk-spend efficiencies
and a high cost to ratepayers compared to the existing controls. These risk-spend
efficiency factors now present the Commission with the opportunity to consider
the merits of pipe replacement programs in comparison to a range of proposals
across the entire PG&E risk portfolio.

TURN, Cal Advocates, and AARP oppose PG&E’s proposed increased
plastic pipe replacement rate for similar reasons, including that the
cost-effectiveness of this program is far less than mitigations for other risks. For
instance, AARP claims that “undergrounding overhead electric lines reduces risk
at a rate per dollar which is 843 times better than Aldyl-A plastic pipe
replacement.”20? TURN recommends reducing the replacement rate to a rate
consistent with replacing only the oldest tranche of pipe. Unlike TURN,
however, AARP and Cal Advocates do not advocate for substantially reducing
the rate of replacing this plastic pipe compared to previous years but,
nonetheless, oppose the increase proposed by PG&E.

The Commission finds that, as recommended by Cal Advocates and
AARP, continuing the replacement rate of previous years is a balanced approach.
The risk posed by Aldyl-A plastic pipe does not merit reducing the rate of
replacement previously adopted. On the other hand, the risks posed by Aldyl-A

209 AARP Opening Brief at 18-19.
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pipe relative to the other risks to PG&E infrastructure do not merit increasing the
replacement rate for such plastic pipe at this time. Additionally, it is not clear
that PG&E could accomplish its proposed increased rate of work given that
PG&E has only completed 51% of the existing approved pipeline replacement.
Moreover, it would be particularly inappropriate to increase replacement rates at
a time when the Commission is elsewhere considering how to moderate gas
infrastructure investment and support non-pipeline alternatives (in proceeding
R.20-01-007).

Accordingly, the Commission finds the reasonable rate of replacing this
pre-1985 plastic pipe to be 139 miles per year, which was the average annual
level that was approved in the 2020 GRC. As before, PG&E shall continue to
prioritize the highest-risk plastic pipeline segments for the earliest replacement.
This should enable PG&E to replace all 286 miles of “highest-risk” pre-1985
Aldyl-A main pipelines before PG&E’s next GRC.

3.3.4.5. Pipe Replacement Program Costs
(MAT 14D)

The second element of determining the cost for this program is the cost per
mile. The Commission finds the cost per mile based on 2021 recorded costs to be
reasonable as explained below.

PG&E forecasts $2.27 billion to replace 714 miles over the four years of
2023-2026. This is an average per year of $567.5 million for 178.5 miles
($3.179 million per mile).210 PG&E’s request is based on a three-year average over

2017-2019 with escalation. TURN recommends $171.6 million in 2023211 to replace

210 PG&E Ex-03-ES, Workpaper 4-28.
21 TURN Opening Brief at 155.
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approximately 59 miles per year?!2 ($2.908 million per mile). Cal Advocates bases
its estimate on 2021 recorded costs and proposes $396.4 million in 2023 to replace
139 miles per year ($2.852 million per mile).213

The Commission finds Cal Advocates” proposal to be more convincing
than that of PG&E’s request or TURN ‘s recommendation. Cal Advocates’
proposal is consistent with our above adopted estimate for the replacement rate
of 139 miles per year. We also find Cal Advocates” estimate for 2023 based on
2021 recorded costs more compelling than PG&E'’s use of a three-year average
based on more distant years (2017-2019) with escalation. Moreover, the
Commission finds Cal Advocates” recommendation to be consistent with the
ratemaking principles discussed in Section 1.5, above, consistent with
Commission precedent,?!4 and appropriate for rate modeling purposes.
Accordingly, for the Plastic Pipe Replacement Program (MAT 14D), the
Commission adopts $396.395 million for 2023 based on the above adopted pipe
replacement rate of 139 miles per year.

3.3.5. Reliability Service Replacement Program
(Capital MAT 50B)

The Reliability Service Replacement Program proactively replaces gas
services to improve system safety in accordance with pipeline regulations. As
part of this program, PG&E replaces services that are too shallow, services with
corroded or bent risers, and meters in unsafe locations. Service replacements that

are performed in conjunction with main replacements are not funded in this

212 TURN Opening Brief at 152.
213 PG&E Opening Brief at 109.
214 D.21-03-031 at 67.
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program.?15> PG&E also has a separate program (MAT 50M) to replace services
identified during routine maintenance and inspection activities.

PG&E requests $22.036 million for 2023. The Commission adopts
$11.7 million as explained below.

3.3.5.1. PG&E Position

PG&E requests authorization from the Commission to fund the
replacement of 800 service lines per year at a cost of $22.036 million in 2023, and
$91.3 million total for the 2023-2026 period.?1¢ PG&E establishes the rate of
800 per year by starting from the three-year historical average (2017-2019) of
427 service replacements, and rounding the number up to 500 (not including
unidentified services). PG&E then added 300 services per year based on PG&E's
estimate of “vintage services,” for the total estimated replacement of
800 per year. PG&E characterizes the additional 300 services as “vintage
services” based on lack of records, age, and other characteristics. PG&E has
found 6,257 services without identifying records and assumes that half of these
services are pre-1985 vintage. PG&E proposes replacing 300 of these services per
year, so that it would replace half of the vintage services within 10 years.21”

PG&E's estimates an approximate average cost of $27,544 per service

based on a three-year average (2017-2019) of recorded costs with escalation.2!8

3.3.5.2. Party Positions
TURN and Cal Advocates oppose PG&E’s request for an additional

$34.3 million for the 2023-2026 period to replace unidentified services. They

215 PG&E Ex-03 at 4-34; PG&E Opening Brief at 124-125.

216 PG&E Ex-03.

217 PG&E Ex-03 at 4-34; TURN Opening Brief at 166 to 167.

218 PG&E Opening Brief at 124; PG&E Ex-03-ES, Workpaper 4-30.
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oppose replacing 300 unidentified services a year because (1) PG&E has not
demonstrated a loss of containment risk for replacing this number of services,
and (2) customers should not fund the replacement of services that should have
been maintained with the proper records.?’? In addition, Cal Advocates argues
that PG&E failed to comply with its legal obligation to maintain proper records.
Also, TURN asserts that PG&E has only replaced two vintage services due to
leaks.220 The parties do not dispute the replacement of the other 427 services per
year.

3.3.5.3. Discussion

PG&E contends that it is prudent to replace 300 services per year that lack
records because: (1) PG&E assumes that the services lacking records were
installed prior to 1985 and assumes that they pose a loss of containment risk due
to the possibility that they were constructed of materials with time-dependent
risk, and (2) there is no evidence that the lack of records for these services was
due in any way to non-compliance by PG&E with any previous record keeping
requirements.2?!

The Commission disagrees. PG&E does not convincingly demonstrate that
the vintage services pose a loss of containment risk that warrants replacing half
of the services lacking records over 10 years. In essence, PG&E requests
approximately $34 million to replace pre-1985 services for which it has
inadequate records and argues that PG&E should be allowed to replace this pipe
because it was not required to keep records. To the contrary, PG&E in fact was

required to keep records. For example, in D.15-04-021, the Commission found

219 PG&E Opening Brief at 125.
220 TURN Ex-06 at 27.
221 PG&E Opening Brief at 125-126.
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that PG&E’s failure to keep adequate pipe records was in violation of Pub. Util.
Code Section 451 (which requires PG&E to maintain its equipment as necessary
to promote the safety, health, comfort, and convenience of its patrons,
employees, and the public).222

PG&E's request to replace unidentified services is denied. Moreover, the
Commission does not find that PG&E has supported rounding up the number of
services to be replaced by 73 per year.

For these reasons, for the Reliability Service Replacement Program
(MAT 50B) Commission adopts as reasonable a replacement rate of 427 services
per year at a cost of $27,544 per service?? resulting in a Reliability Service
Replacement Program cost of $11.761 million for 2023.224

3.3.6. Long-Term Gas System Planning
Proceeding

The Commission finds that, in relation to the Long-Term Gas Planning
Proceeding (R.20-01-007), the funds for replacement of gas services and
equipment should not be authorized if those funds can be repurposed to support
electrification, thereby eliminating the need for gas main replacements or the
costs associated with closing those mains. A two-way balancing account will be
used as explained below.

Regarding gas pipeline replacements, TURN asserts that drastically
reducing spending on gas pipeline replacement programs is justified because

replacing pipes that will be abandoned due to future reductions in the use of gas

22 Cal Advocates Opening Brief at 59.
223 PG&E Ex-03, WP at 4-30 (Table 4-19).
224 PG&E Ex-03, Workpaper at 4-30.
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could strand assets.2?> The ratemaking principle of stranded assets refers to the
potential financial burden on ratepayers for the cost of utility assets not fully
utilized. PG&E believes that reducing gas pipeline replacements to avoid
stranding assets is not warranted, however, because: (1) a Commission adopted
transition framework for the long-term future of natural gas utilities has not been
finalized; (2) PG&E has an obligation to continue providing safe, reliable, and
affordable service to its customers by the ongoing investment in the gas system
despite any potential decline in throughput; and (3) PG&E’s gas distribution
mains would be deactivated in an electrification scenario only once all
downstream services on that main were converted to an alternative energy
source. The parties also made these arguments in relation to the rate of
replacement of plastic pipe in Section 3.3.4, above.22

The arguments regarding stranded investment and costs raise valid
concerns. These concerns are most relevant to sections of pipe and equipment
closest to consumers where pruning can begin. PG&E says it foresees a long-term
future for its gas mains despite some pruning due to a continued need to serve
customers downstream of areas that may have been converted to an alternative
energy source.?” However, how long gas infrastructure will be needed will
partly depend on how soon customers fully transition from using gas to solely
using electricity. This transition will depend in part on the extent to which
utilities and the Commission establish processes for facilitating this transition.

The sooner all customers on a given section of a gas main pipeline

electrify, and that section is not the only main serving other areas, the sooner

225 TURN Opening Brief at 153.
226 PG&E Reply Brief at 123.
227 PG&E Reply Brief at 123.

-81-



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

sections of a gas main may be retired. How this can be facilitated and
incentivized is a complex question to be addressed in the Long-Term Gas
Planning Proceeding (R.20-01-007). The questions to be considered may include,
for example, whether the repurposed funds were from capital or expense
accounts.

In the instant proceeding, the Commission finds that the replacement of
gas services and equipment should not be authorized if such funds can be
repurposed to support electrification that obviates the need for those gas mains,
or costs associated with closing those mains. Funds forecasted for distribution
main or service line replacement may instead, if authorized by the Commission,
be used to incentivize customers to partially or completely convert their homes
from gas to electricity. Through another proceeding, such funds might be used to
purchase electric stoves and other appliances, such as water heaters and heat
pumps, for example. Funds may also be needed to inform the public of this
option.

The process of using funds forecasted for replacing gas main lines, service
lines, and other equipment that may be diverted to the Alternate Energy
Program is discussed in Section 3.12. This way, the Commission can provide an
incentive that will avoid incurring stranded assets by pruning gas lines at the
customer end of the system. To begin this process, the cost of the gas capital
assets not replaced in MAT 50B but used to incentivize electrification shall be
added to a two-way balancing account to track additional capital investments in
the Alternative Energy Program (MAT AB#) addressed in Section 3.12., below
through a Tier 1 Advice Letter.
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3.4. Gas Transmission Pipe

PG&E's states that its transmission pipe assets include approximately
6,600 miles of natural gas pipelines and associated major components, including
valves. These facilities transport gas from receipt points in PG&E’s transmission
pipeline system to distribution centers, storage facilities, or large customers. The
average age of PG&E's transmission pipe system is approximately 50 years and
ranges in size from four inches to 3.5 feet in diameter. Schedules for assessing
and maintaining this pipe are regulated by the and the federal Pipeline and
Hazardous Materials Safety Administration (PHMSA).

The transmission pipe assets consist of 29 categories of expenses, of which
parties dispute cost estimates in 14. It also includes 20 categories of capital
Maintenance Activity Types (MATs), of which parties dispute cost estimates in
nine.?28 PG&E also recommends changes to seven existing memorandum and
balancing accounts related to its transmission system, of which parties dispute
proposed changes in five. We find reasonable and adopt the undisputed expense
and capital forecasts, plus the undisputed recommendations to modify two of the
existing accounts.

In this Section we address and resolve the disputes regarding the 14
expense categories, nine capital categories, and the five memorandum and

balancing account issues. We identify and address these in the following order:

Table 3-A:
Summary of Disputed Expense, Capital and Account Issues
Decision
Section Disputed Program Impacted MATs Category [1]
3.3.1 In-Line Inspection (ILI) 75P, 98C, HPB, HPI, HPR | E and C

228 PG&E Opening Brief at 127, 161, and 162; PG&E Ex-03 at 216-217.
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Decision
Section Disputed Program Impacted MATs Category [1]
3.3.2 Direct Assessment HPC, HPJ, HPK, HPN, E
HPO, HPP, HPU
3.3.3 Strength Testing 75Q, 75R, 75U, HPF, Eand C
HPM, JT6
334 Vintage Pipe Replacements 75E C
3.3.5 Shallow and Exposed Pipe 75K, 75M, 75T C
(Including Water and Levee
Crossings)
3.3.6 Public Awareness JTO E
3.3.7 Transmission Integrity Management | N/A BA and MA
Program (TIMP) Balancing and
Memorandum Accounts
3.3.8 In-Line Inspection (ILI) Program N/A BA and MA
Balancing and Memorandum
Accounts
3.39 Internal Corrosion Direct N/A MA
Assessment Memorandum Account

[1] Categories: C is Capital; E is Expense; BA is Balancing Account; MA is Memorandum Account

3.4.1.

In-Line Inspections (Capital & Expense
Major Work Categories 75, 98, and HP)

To comply with federal regulations, PG&E must perform an initial (i.e.,

baseline) assessment of transmission pipelines and perform re-assessments every

seven years using one of several allowable methods, including both in-line

inspections (ILIs) and direct assessments.??? We address ILI in this Section, and

direct assessments later.

ILIs are those using technologically advanced inspection tools called

“smart pigs” that travel inside the pipeline. California law requires that intrastate

gas transmission line segments shall be capable of accommodating in-line

229 PG&E Opening Brief at 163.
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inspection devices where warranted.?30 In 2011, the Commission required gas
pipeline operators to develop implementation plans that consider retrofitting
pipelines to allow for in-line inspection tools.2*1 In 2016, the Commission
concluded that the reasonableness of PG&E's revenue requirement for gas
transmission must consider customer affordability along with new safety
requirements.?2 The balance between cost and safety requires utilities to
consider the cost-effectiveness of its risk management programs. This balance
has continued to evolve. In 2021, the Commission adopted safety performance
metrics in D.21-11-009, including the miles and percentage of transmission
pipelines inspected annually by inline inspection.23

PG&E’s ILI program consists of three phases. First, a pipeline typically
must be upgraded to allow it to receive ILI tools to perform the actual
assessment. Second, PG&E conducts baseline assessments and re-assessments of
the gas transmission pipeline.2** Third, PG&E may be required to schedule
excavations to repair and/or replace certain portions of a pipeline based on the
data gathered during the assessment.

PG&E's forecast for ILI in 2023 is $363.965 million.2%> The following areas
of this forecast are disputed: Capital & Expense Major Work Categories (MWCs)

230 Pub. Util. Code § 958(c)(3).

231 D.11-06-017, OP 8 at 32.

232 D.16-06-056, Conclusion of Law 8 at 450.

233 D.21-11-009, Appendix B at 3 and 5; TURN Opening Brief at 221; PG&E-16-E at 5-13.
234 PG&E Opening Brief at 163.

235 PG&E Ex-3-ES at iii and v.
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75 (Gas Transmission Pipeline Reliability), 98 (Gas Transmission Integrity
Management), and HP (Direct Assessment).236

3.4.1.1. ILI Upgrades (Capital MAT 98C)

An ILI Upgrade performs capital work on a gas transmission pipeline
segment so that the pipeline segment can subsequently be inspected and
assessed by ILI tools. Without an ILI Upgrade, an ILI assessment cannot be
performed.?7 ILI Upgrades involve the installation of smart pig inspection tool
launchers and receivers as well as replacing certain segments of pipe, valves,
fittings or other appurtenances that may obstruct the movement of the smart
pigs.238 Parties dispute the number and cost of these ILI assessments and

Inspections.

3.4.1.1.1. Number of ILI Upgrades
PG&E started upgrading gas transmission to be ILI capable in 2000. PG&E

states that by the end of 2020, PG&E had upgraded 43% of its system, and by
2022, 56% of the system will be upgraded.

The Commission established the current rate of ILI upgrades in the last gas
transmission and storage GRC at 12 per year, adopting a reduced rate from
PG&E'’s proposal of 18 ILI upgrades per year. PG&E requests authorization here
to maintain the rate of upgrading 12 sections of its transmission pipelines per
year during this rate case cycle. At that rate, PG&E states that 69% of PG&E’s
system will be ILI capable by 2036,23° which will be on par with other utilities.?40

236 PG&E Opening Brief (Glossary) at 883.

237 PG&E Reply Brief at 129.

238 TURN Opening Brief at 216; PG&E Ex-03 at 5-22.
239 PG&E Ex-03 at 235.

240 PG&E Ex-03 at 234-235.
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TURN recommends reducing the number of ILI upgrades during the rate
case period from 12 to four per year. TURN bases this recommendation on:
(1) ILI upgrades and assessments not being required by federal regulations, state
law, or Commission precedent; (2) ILI upgrades are not cost-effective as
demonstrated by their low RSE score; (3) PG&E has already prioritized its ILI
Upgrades Program to upgrade the highest risk gas transmission pipelines first,
with those highest priority segments now ILI enabled?*!, and (4) ILI upgrades are
unnecessary because the Commission is considering the termination of natural
gas pipelines in the future. TURN acknowledges that PG&E must continue to
provide safe and reliable gas service for the foreseeable future, and must do so
no matter how quickly there is a decrease in the use of natural gas (with the
decrease depending upon upcoming Commission decisions regarding the
long-term natural gas strategy).2#2 However, TURN argues that the Commission
must increase its scrutiny of the cost effectiveness of ILI upgrades as gas use
declines to reduce the risks associated with (a) stranding assets, (b) increasing
PG&E’s gas transmission rate base, and (c) eroding the affordability of this
essential utility service. In response, PG&E contends the current rate of ILI
upgrading is appropriate because ILI capability is the standard in the industry
for safety and reliability, and PG&E's ability to inspect its entire pipeline system
lags behind the industry.

Parties do not dispute that additional ILI capability will allow PG&E to

evaluate and manage its pipelines’ current and future health more effectively.243

241 TURN Ex-04 at 9-12; PG&E Reply Brief at 165-166.
222 TURN Reply Brief at 53-55.
243 PG&E Ex-03 at 234-235.
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The issue is whether the number and cost per upgrade requested by PG&E is
reasonable and affordable considering the other needs on PG&E’s entire system.
We are persuaded by TURN. PG&E has not convincingly demonstrated
that performing ILI upgrades at the rate of four segments per year would fail to
meet the requirements of federal and state law and regulations, nor would it
conflict with prior Commission decisions. Moreover, the lack of
cost-effectiveness of ILI upgrades disfavors performing them at the pace
requested by PG&E. TURN shows, for example, that the RSE for PG&E's
proposal is 0.08, ranking the ILI Program 171st out of 247 programs for which
PG&E calculated an RSE. This translates to a benefit-cost ratio of only 0.0159, or a
benefit of 1.6 cents of risk reduction for every dollar spent.2# Compared to the
costs and benefits of the combined external corrosion direct assessment and
stress corrosion direct assessment costs every seven years (discussed below), it is
unreasonable for ratepayers to pay for more than four ILI upgrades per year.24>
As a result, the Commission authorizes funding for PG&E to perform ILI
upgrades at the rate of four segments of transmission gas pipeline per year. In
addition, the Commission encourages parties to consider further development in
the next GRC proceeding of the analysis regarding risk reduction, operational

benefits, and costs of ILI inspections.

3.41.1.2. Cost of ILI Upgrades
PG&E'’s forecasts the base cost per ILI upgrade to be $16.230 million in

2020 or $17.2 million in 2023.246 PG&E states that this unit cost is higher than the
2020 unit cost because PG&E had not previously included the full cost of each

244 TURN Reply Brief at 50.
245 TURN Opening Brief at 193-194.
246 PG&E Ex-03, Workpaper 5-98.
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project, such as costs for engineering, permitting, and carry-over costs associated
with closing out a project. Carryover costs are costs that are incurred after a
project becomes operational to close out the project, such as street paving where
a project required a street to be excavated or site remediation. These costs may
occur a year or more after a project is finished.24”

To develop its ILI upgrade unit cost forecast, PG&E used actual ILI
upgrade costs from 2016-2019. Carryover cost information for projects completed
in some of these years was not available when PG&E submitted its application in
June 2021. As a result, PG&E used actual carry-over costs from pre-2016 projects
as a proxy for the carry-over costs associated with 2016-2019 projects.24

TURN recommends a unit cost of $13.533 million in 2023. In support,
TURN contends that PG&E’s method produces inflated unit costs and forecasts
by combining carryover costs from (1) some number of projects that became
operational before 2016, (2) costs associated with some number of future projects
that will come online after 2019, and (3) costs associated with projects coming
online from 2016-2019.2%° As a result, TURN recommends using an alternate
method based on percentages to estimate average carryover costs. According to
TURN, this ensures that carryover costs are attributed to the correct project
despite occurring in a later year.250

The Commission finds TURN’s methodology to be the most accurate
because it uses more recent data and more reasonably aligns carryover costs to

the correct project despite occurring in a later year. Accordingly, we adopt a unit

247 PG&E Opening Brief at 175.
28 PG&E Opening Brief at 176.
249 TURN Opening Brief at 226.
250 TURN Opening Brief at 228.
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cost for 2023 of $13.533 million per ILI upgrade project. Based on the rate of four
ILI upgrades per year, the Commission adopts a forecast for traditional ILI
upgrades tracked in MAT 98C in 2023 of $54.132 million.

3.4.1.2. Traditional and Non-Traditional ILI
Assessments (Expense MAT HPB and
Expense HPR)

PGE’s traditional ILI assessments involve moving an inspection tool
through a pipeline driven by pressure differentials generated by gas flows to
assess threats to the integrity of the pipeline.?’! PG&E performs non-traditional
ILI assessments by moving an ILI tool through the interior of a pipeline by
means other than gas pressure differentials, such as robotic and tractor tools or
winching with a cable.?52 Parties dispute the number and cost of these
inspections.

PG&E requests authorization to perform 108 traditional and 48
non-traditional ILI inspections assessments during 2023-2026 rate case period.
For 2023, PG&E forecasts of $57.230 million for traditional and $13.442 million
for non-traditional ILI inspections.?’3 PG&E states that in this GRC it used an
improved forecast calculator, resulting in the 2023 forecast being $10.9 million
lower than 2020 recorded costs. PG&E’s asserts that its forecast is driven by: (1) a
pace necessary to complete first time ILI inspections by 2037, and (2) completion
of ILI reassessments within seven years in accordance with federal regulations

and PG&E’s procedures.?* According to PG&E, its 2023 ILI inspections are based

251 PG&E Ex-16 (Rebuttal) at 5-23.
252 PG&E Opening Brief at 181.
253 PG&E Opening Brief at 143.
254 PG&E Ex-03 at 5-31.

-90 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

on its analysis of cost and other characteristics of ILI Inspections completed
during the years 2017-2019.25

TURN recommends reducing both the cost per inspection and the number
of traditional inspections. In support of a lower cost, TURN states that its
analysis is based on updated data and uses the best regressions for the data.
TURN testifies that its result is a forecast of $48.660 million for traditional ILI
inspections ($8.570 million less than PG&E) and $11.396 million for
non-traditional ILI inspections ($1.787 million less than PG&E).

TURN does not disagree with PG&E’s number of 48 non-traditional
inspections. With regard to the number of traditional ILI assessments, TURN
focuses on two categories of assessments: (1) eliminating 28 traditional ILI
Inspections associated with pipelines that are not yet ILI enabled, and
(2) deferring 23 projects that have compliance dates in 2027.25¢ We agree with
regard to eliminating the 28 traditional ILI assessments. This is consistent with
Section 3.3.1 above wherein we only approve a forecast for ILI upgrades of
four transmission pipeline segments per year.

TURN also argues that 23 ILI inspections can be reduced by deferring
them to the next rate case cycle because these inspections do not have federal
compliance deadlines until 2027.257 We agree. PG&E states that it is prudent to
perform these inspections before 2027 to allow PG&E to take into consideration
impacts of outages for an ILI assessment on system reliability.258 PG&E, however,

has not reasonably explained why ILI inspections impact system reliability when

255 TURN Opening Brief at 230.
2% PG&E Reply Brief at 174-175.
257 TURN Reply Brief at 235.

258 PG&E Opening Brief at 145.
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ILI inspections are not intrusive and do not require a pipeline to be shut down
while they are being conducted.? In addition, PG&E has not met its burden to
explain why it cannot prioritize completing ILI inspections of 23 pipeline
segments with compliance deadlines in 2027 all within 2027. Accordingly, the
Commission finds the recommendation to defer 23 ILI inspections to the next
GRC cycle to be reasonable.

With regard to the unit cost of traditional and non-traditional ILI
assessments, PG&E contends that TURN's regression analysis is flawed because
it omitted four projects out of 25 total projects (i.e., TURN failed to use 16% of the
project data) and inappropriately removed outliers from the same analysis.260
TURN states that it used updated data and has systematically analyzed the best
regression form for the data in each category.2! However, TURN does not
completely address the questions raised by PG&E. For this reason, the
Commission finds PG&E'’s unit cost for this forecast persuasive. By eliminating
28 ILI inspections and deferring 23 of PG&E's forecast 108 inspections, the
Commission adopts a forecast that includes performing 57 traditional ILI
inspections during the 2023-2026 rate case period. We also adopt the undisputed
number of 48 non-traditional inspections. The Commission adopts PG&E's
estimated unit cost for traditional and non-traditional ILI inspections for the
reasons discussed above. As a result, the Commission adopts a forecasted total
cost of $31.345 million in 2023 for traditional ILI inspections (HPB) and
$13.442 million in 2023 for non-traditional ILI inspections (HPR).

259 TURN Opening Brief at 195.
2600 PG&E Opening Brief at 144.
201 TURN Amended Opening Brief at 191.
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3.4.1.3. Direct Examination & Repair Following
ILI Assessments (Capital MAT 75P and
Expense MAT HPI)

If specific anomalies in a pipe are identified following an ILI assessment,
PG&E will conduct further evaluation and repairs, as required by federal
regulations. This is referred to as direct examination and repair (DE&R). DE&R
includes work forecasted and accounted for as both expense and capital costs.262

3.4.1.3.1. Direct Examination & Repair
Capital (MAT 75P)

For capital costs, PG&E requests $15.004 million in DE&R costs (MAT 75P)
for 2023.263 PG&E states that its estimate is calculated based on the average
historical sub-program cost from 2017-2019 with an escalation factor to arrive at
the 2023 forecast. PG&E states that the capital repair is driven by the
requirements under 49 CFR Part 192 and PG&E’s procedures to repair
anomalous findings from both traditional and non-traditional ILI inspections the
year before.264

TURN proposes a reduction for MAT 75P based on the average capital
repair costs from 2016-2020 (rather than PG&E'’s use of capital repair costs from
2017-2019). TURN states that this makes the methodology for estimating DE&R
capital consistent with TURN'’s basis for its estimate of the DE&R expense
calculation (discussed below). TURN estimates the average capital cost for
2016-2020 to be $12.034 million in 2020 dollars and $12.868 million in 2023
dollars.265 In further support of its number being lower than PG&E’s, TURN

262 PG&E Opening Brief at 146-147.
263 PG&E Opening Brief at 147.

264 PG&E Ex-03 at 5-35.

265 TURN-04 at 34.
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argues that this data series shows that PG&E's costs have dropped significantly
since 2016.266

The Commission adopts TURN's recommendation of $12.868 million in
2023 for the DE&R capital costs (MAT 75P). We do this because it is based on the
longer data series (2016-2020). PG&E objects to the use of 2016 data because,
according to PG&E, the recorded capital costs for 2016 were abnormally low
compared to later years. PG&E attributes this to using more technologically
advanced (and costly) inspection tools after 2016.27? We are not persuaded. Even
if the cost was lower in 2016, the trend is downward. Our adopted result
recognizes that trend.

3.4.1.3.2. Direct Examination & Repair
Expense (MAT HPI)

For expense costs, PG&E requests $71.464 million in DE&R expenses (MAT
HPI) for 2023.268 To derive this estimate, PG&E states that it first calculated a
DE&R cost of $126,319 per mile for both traditional and non-traditional ILI
inspections completed in 2020.269 PG&E then applies its calculated DE&R cost per
mile to its forecast of traditional and non-traditional ILI Inspections during the
2023-2026 period, with one quarter of those costs being escalated to 2023. 270
PG&E asserts that its forecast reflects an increase in the number of DE&R digs

attributed to an increase in miles of ILI assessments performed.271

266 TURN Reply Brief at 46.

207 PG&E Opening Brief at 147.
268 PG&E Opening Brief at 148.
209 PG&E Ex-03, Workpaper 5-15.
270 PG&E Ex-03 at 5-32.

271 PG&E Opening Brief at 148.
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Cal Advocates recommends that the Commission authorize funding for
2023 at the 2020 recorded amount of $32.048 million. According to
Cal Advocates, PG&E fails to support its substantial increase in forecasted costs
(from $32.048 million in 2020 to $71.464 million in 2023).272 Cal Advocates states
that PG&E’s DE&R work activities are dependent on (1) Traditional ILI
inspections (tracked under MAT HPB), (2) Non-traditional ILI inspections
(tracked under MAT HPR), and (3) Traditional ILI upgrades (tracked under
MAT 98C). PG&E's forecasts for all three ILI programs are lower than the base
year level, according to Cal Advocates, and do not support an increase in the
DE&R work activities and expenses.2’

TURN accepts PG&E’s methodology for calculating the DE&R expense
cost but recommends that the unit cost be based on 2016-2020 data, consistent
with TURN'’s approach for DE&R capital costs. According to TURN, the
resulting average is based on considerably more projects. In further support,
TURN reports that this approach noticeably reduces the standard deviation of
the sample. The result is a TURN recommended unit cost of $113,258 per
ILI mile.27# TURN also proposes elimination of 51 projects (757.55 miles) from
PG&E’s proposed traditional ILI inspections, resulting in an average annual
mileage of 397.35.27> Based on these adjustments, TURN ‘s recommendations
produce a forecast of $45.003 million for 2023.

The Commission finds TURN's proposal of $113,258 per ILI mile for

397.35 miles to be the most persuasive because it is based on the same longer

272Cal Advocates Opening Brief at 61.

273 Cal Advocates Ex-02 at 19-20.

274 TURN Opening Brief at 197, based on a correction by TURN to earlier arithmetic error.
275 TURN Opening Brief at 197.
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data series (2016-2020) that we use for DE&R capital costs. The longer data series
includes more projects and reduces the standard deviation of the sample.
Further, it is consistent with the reduction of 51 projects in ILI Assessments
(Expense MAT HPB and Expense HPR) we adopt above for the 2023-2026 rate
period. Therefore, we adopt a forecast for Direct Examination & Repair expenses
(MAT HPI) for 2023 of $45.003 million.

3.4.2. Direct Assessment (MWC HP)

Besides in-line inspection, direct assessment is another method for
assessing pipeline integrity. Direct assessment includes four types: External
Corrosion Direct Assessment (ECDA), Internal Corrosion Direct Assessment
(ICDA), Stress Corrosion Cracking Direct Assessment (SCCDA), and Direct
Examination. Of the numerous forecasts for maintenance activities related to
Direct Assessment, the following seven are disputed: (1) ECDA indirect
inspections; (2) ECDA direct examination; (3) ICDA engineering; (4) ICDA digs,
including the relationship to Cal Advocates” suggestion of the continued use of
the ICDA Memorandum Account (ICDAMA); (5) SCCDA engineering and
surveys; (6) SCCDA digs; and (7) direct examinations pertaining to the TIMP.

3.4.2.1. External Corrosion Direct Assessment
Indirect Inspections (Expense MAT
HPC)

ECDA indirect inspections involve diagnostic testing surveys to assess the
threat of external corrosion on a pipeline. PG&E expects to complete ECDA
indirect inspections on 268 miles of transmission pipelines in high consequence

areas (HCAs) during the rate case period.27¢ PG&E’s 2023 forecast for ECDA

276 PG&E Ex-03 (November 2021) at 5-42.

-96 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

indirect inspections is $8.106 million?”7 based on using 2017-2019 data. PG&E
states that its 2023 forecast is higher than 2020 recorded data because of an
increased number of digs forecasted in 2023.278

TURN proposes a reduced forecast of $6.895 million. TURN's proposed
reduction is based on a reduced unit cost of $94,069 per survey mile using a
longer period of historical recorded cost data (2014-2019) and application of an
inflation factor for recorded costs from 2014 through 2016.27° PG&E disagrees
with TURN'’s lower unit cost per ECDA survey mile because the years added by
TURN (2014-2016) represent a period when PG&E’s ECDA procedures were
going through a number of changes that impact the amount and types of ECDA
surveys.

We are persuaded by TURN's evidence based on a longer period of data,
and do not find PG&E’s explanation compelling since there is a lack of evidence
in the record detailing PG&E’s new procedures.?80 Therefore, the Commission
finds TURN's forecast to more accurately reflect the ECDA program costs.
Accordingly, the Commission adopts a forecast of $6.895 million to complete
ECDA indirect inspections (under expense MAT HPC) on 268 miles of

transmission pipelines in high consequence areas during the rate case period.

277 PG&E Ex-3-ES at iii.
278 PG&E Ex-03 (November 2021) at 5-43.

279 TURN Ex-04 Workpaper: TURN ECDA workpapers — TURN'’s Revision of PG&E Workpaper
Table 5-12 Errata.

280 Hearing Transcript, Vol. 5 at 906; Cal Advocates Ex-29 which excerpts from Ch. 5 of the
GT&S rate case.
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3.4.2.2. External Corrosion Direct Assessment
Direct Examination (Expense MAT HPN)

After an ECDA indirect inspection survey, PG&E may perform an ECDA
Direct Examination to further assess and evaluate external corrosion pipeline
threats. PG&E's 2023 forecast for ECDA direct examinations is $34.393 million for
168 digs per year?8! at a certain unit cost.282

Cal Advocates argues that PG&E’s number of digs per year is arbitrary
because PG&E has not applied a consistent standard or methodology for its
calculation. They recommend a simpler methodology based on PG&E’s most
recent ECDA work data completed in 2021 to estimate the 2023 level 283 As a
result, Cal Advocates recommends a 2023 forecast of $14.675 million for the
ECDA direct examination program based on a lower forecast of digs of
75 per year.

With regarding work to be completed per year, we are persuaded by
PG&E to adopt 168 digs per year given that PG&E developed its forecast of the
number of digs based on a project-by-project review of ECDA inspections that
will occur during the rate case period and by applying a series of factors to each
of these inspections to determine the estimated number of digs.28 PG&E also
explained that its forecast considers the conditions of the actual projects to be

assessed during this rate case period.28

281 PG&E Reply Brief at 151; PG&E-3-ES at iii.

282 TURN’s recommendation for MAT HPN was $34.712 million which is higher than PG&E'’s
current forecast included in Exhibit PG&E 3-ES (as of August 19, 2022), eliminating TURN’s
proposed reduction rather than an increase to PG&E’s proposed forecast. PG&E Opening Brief
at 151, Table 3-17, note b.

283 Cal Advocates Opening Brief at 85.
284 PG&E Reply Brief at 150 to 152.
285 PG&E Ex-16 (Rebuttal) at 145.
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Therefore, based on PG&E’s number of digs, the Commission adopts
PG&E's forecast of $34.393 million for 2023 for 168 ECDA direct examination
digs per year (under ECDA Direct Examination Expense MAT HPN).28¢

3.4.2.3. ICDA Engineering (Expense MAT HPJ)

ICDA engineering analyzes several factors to determine the feasibility of
conducting ICDA on a pipe. Those factors include construction records,
operating and maintenance histories, pipeline features, gas and liquid analysis
reports, inspection reports from prior integrity evaluations or maintenance
actions, and flow modeling to inform dig selection.?8” For 2023, PG&E forecasts
$0.812 million for ICDA engineering. Cal Advocates agrees with PG&E’s ICDA
engineering forecast.288

TURN proposed reducing 2023 ICDA engineering expenses by
$0.175 million to a recommended level of $0.671 million.28° TURN asserts that
PG&E'’s sample data for developing unit costs over 2017-2019 is too narrow given
the recorded variation in project costs.20 TURN recommends using a
combination of the 2017-2019 data plus the 2014-2016 recorded data that PG&E
produced in the 2019 Gas Transmission and Storage rate case.? TURN states
that its approach uses 49 projects to measure the cost per dig and survey cost per

mile instead of the sample of 4 projects that PG&E proposes to use.22 TURN's

286 TURN Ex-04, Attachment B: Revision of PG&E WP Table 5-12 Errata.
287 PG&E Ex-16-E (Rebuttal) at 5-42 and 5-43.

288 Cal Advocates Opening Brief at 139.

289 TURN Opening Brief at 199-200.

290 TURN Opening Brief at 200.

291 A.17-10-007; TURN Opening Brief at 199.

292 PG&E Ex-03-E, Workpaper 5-20.

-99 .



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

estimate results in an estimate of $57,126 per project for engineering costs in
2020 dollars, which TURN applies to pipeline projects that PG&E identifies as
being required to meet compliance during 2023-2026.

The Commission finds that TURN’s lower unit cost per dig is more
convincing because it uses a longer period of historical recorded cost data
(2014-2019) with more projects. We adopt TURN's forecast of $0.671 million for
ICDA engineering in 2023 (Expense MAT HPYJ).

3.4.2.4. ICDA Digs (Expense MAT HPO)

ICDA digs include excavations and direct examinations of pipelines to
determine whether the pipe has lost metal due to internal corrosion. This activity
also includes evaluating the remaining pipeline strength and performing
remediation, if required.?? PG&E's forecast for ICDA digs (MAT HPO) is
$12.9 million for 2023.294

Parties raise two issues. First, Cal Advocates recommends that the
Commission not authorize any funding for ICDA digs in this GRC but require
PG&E to continue to track expenses for ICDA digs in a memorandum account. In
support, Cal Advocates cites to PG&E’s record of underperforming this activity
since 2019.2% For example, in 2021 PG&E only spent $2.655 million in 2021
($17.872 million less than the forecast).2% In addition, Cal Advocates contends
that new requirements issued by the federal Pipeline Hazardous Materials and

Safety Administration (PHMSA)2%7 create further uncertainty regarding the

293 PG&E Ex-16-E (Rebuttal) at 5-44.

294 PG&E Reply Brief at 147.

2% Cal Advocates Opening Brief at 71-72 and 454-456.

2% Cal Advocates Opening Brief at 120.

297 49 CFR Subpart O, Section 192.939 Gas Transmission Pipeline Integrity Management.
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forecast for this program. Cal Advocates asserts that PG&E’s testimony does not
support eliminating the ICDMA and concludes that no money should be
authorized for this item and the ICDMA should be continued.

We are not persuaded by Cal Advocates. PG&E acknowledges the wide
variability in spending for this program. For example, PG&E states even if it
spent less than forecast in 2021, it spent $1.1 million more than the 2020 forecast
of $5.9 million. Further, PG&E says it incorporated the recent PHMSA
interpretation into PG&E’s 2023 forecast and that “it is entirely reasonable to
expect that PG&E’s costs will substantially increase.”?* We find PG&E’s
explanation reasonable and conclude that there is no need to continue the
ICDAMA due to cost uncertainty. In a later Section, we adopt PG&E’s
recommendation to discontinue the ICDAMA. For this rate period we adopt an
estimated cost for ICA digs, explained below. Cost variability, if any, can be
tracked in the TIMPBA.

The second disputed issue is cost. TURN recommends $11.829 million for
ICDA digs in 2023 based on a reduced per project forecast using the same
approach it used for the forecast for ICDA Engineering (HPJ) above. That is,
TURN combined 2017-2019 data with 2014-2016 data to calculate a unit cost of
$251,953 per project rather than PG&E’s $278,267 per dig.300

The Commission adopts TURN's forecast for ICDA digs (Expense MAT
HPO) of $11.829 million for 2023. We do this for the same reason we did so above

298 Cal Advocates Opening Brief at 120 to 121, citing to PG&E Ex-16 (Rebuttal) at 5-45.
299 Cal Advocates Opening Brief at 120-121.

30 PG&E Ex-16-E (Rebuttal) at 5-44; TURN Opening Brief at 198; PG&E Ex-03-E, Workpaper
5-20.
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for ICDA Engineering (MAT HPJ), because we conclude that a longer period of
historical recorded cost data (2014-2019) is likely to be more accurate.30!

3.4.2.5. SCCDA Engineering and Surveys
(Expense MAT HPK)

Stress Corrosion Cracking Direct Assessment (SCCDA) engineering and
surveys are used to proactively address axial stress corrosion cracking on gas
pipelines where the likelihood of stress corrosion cracking has been determined
to be low to moderate.302 PG&E’s 2023 forecast for SCCDA engineering and
survey expense is $1.971 million.3 This is for direct assessments on
approximately 63 miles of transmission pipeline to address the threat of stress
corrosion cracking in high consequence areas during the rate case period.30+
PG&E states that the forecast for SCCDA engineering and surveys is higher for
this rate case period because of upcoming regulatory compliance deadlines
which did not exist in 2021.305

TURN recommends a SCCDA engineering and survey expense forecast of
$1.630 million. This is based on the same longer 2014-2019 data series that TURN
used for its ECDA and ICDA unit cost estimates, asserting that the shorter period
with less projects used by PG&E is less accurate. 306

Cal Advocates recommends reducing SCCDA Engineering and Surveys -
Expense (MAT HPK) by 97% to $0.050 million using an 11-month average of
2021 recorded costs. Cal Advocates explained that, as of late 2021, PG&E had

301 TURN Opening Brief at 200.

302 PG&E Opening Brief at 156.

303 PG&E Reply Brief at 152.

304 PG&E Ex-03 at 5-44; PG&E Ex-03, Workpaper 5-22.

305 PG&E Reply Brief at 154.

306 TURN Amended Opening Brief at 202; PG&E1 Ex-6-E at 5-48.
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only addressed two stress corrosion cracking threats at a cost of $0.8 million,
which is significantly lower than PG&E’s $2.5 million forecast for that year.
Further, Cal Advocate argues that PG&E provided an inadequate response to
Cal Advocates for all calculations and workpapers to support PG&E's estimate
for performing SCCDA engineering and surveys.3"” Cal Advocates also indicated
that PG&E failed to supply the record with new information beyond PG&E'’s
workpapers to satisfy Cal Advocates” data requests on the 77 compliance projects
in their forecast. Cal Advocates concludes that PG&E's request is unsupported.308
In response, PG&E states that its estimates are based on the cumulative mileage
of specific projects identified in its exhibit and workpapers.

Based on the evidence, the Commission finds PG&E’s underperformance
in this area is not adequately explained by PG&E’s responses to party requests
for information, and a reduction to PG&E’s request is warranted. We decline to
adopt an estimate based 2021 data, however, but believe the longer period
recommended by TURN is reasonable. Therefore, the Commission adopts
TURN's forecast of $1.63 million for 2023 for SCCDA Engineering and Surveys
(Expense MAT HPK) for the same reasons we did so for ECDA, and ICDA
above.

3.4.2.6. SCCDA Digs (Expense MAT HPP)

SCCDA Digs involve excavating and exposing pipe segments at selected
susceptible locations in covered segments. The exposed segments are evaluated

for the severity of stress corrosion cracking.3® PG&E’s 2023 forecast for SCCDA

307 Cal Advocate Opening Brief 67 to 68; PG&E Ex-03 at 5-22.
308 Cal Advocates Opening Brief at 68.
309 PG&E Ex-16 (Rebuttal) at 5-50.
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digs is $16.208 million.310 These projects have federal compliance deadlines
within the 2023-2026 period.

TURN recommends a lower forecast of $15.910 million for SCCDA Digs
based on arguments similar to those that TURN made regarding SCCDA
engineering and surveys (MAT HPK) above.’1! PG&E made the same arguments
in response.3!2 Just as before, Cal Advocates proposes reducing the SCCDA digs
forecast by 94% to $0.898 million based on arguments Cal Advocates made
similar to those it did for SCCDA engineering and surveys above. This includes
Cal Advocates” argument that PG&E failed to provide sufficient evidence to
support its request.313

In response, PG&E explains how it identified each project proposed to be
addressed in the rate case period, citing specifics regarding the number of
proposed digs, project locations, mileage, type of SCC threat, and the compliance
due date.314

Just as we did above regarding SCCDA Engineering and Surveys, we find
that PG&E’s underperformance in this area is not adequately explained by their
responses to party requests for information and a reduction in PG&E’s request is
warranted. The Commission adopts TURN's forecast of $15.910 million for 2023
for SCCDA digs (Expense MAT HPP) for the same reasons we did so for ECDA,
and ICDA above.

310 PG&E Reply Brief at 154.

311 TURN Opening Brief at 202.

312 PG&E Reply Brief at 154.

313 Cal Advocates Opening Brief at 67; PG&E Reply Brief at 155.
314 PG&E Reply Brief at 155.
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3.4.2.7. TIMP Direct Examination (Expense MAT
HPU)

The TIMP direct examination program is a direct assessment sub-program
that involves excavating all of a section of pipe, removing the coating, and
inspecting all pipe surfaces. Due to the full excavation involved, however, it is
only suitable for short sections of pipe or where performing above-ground
surveys is not feasible.31> PG&E’s 2023 forecast for this program is
$23.965 million.316

Cal Advocates recommends $10.405 million for TIMP Direct Examination,
contending that PG&E's request is excessive and inadequately supported.
Moreover, Cal Advocates argues that PG&E’s 2023 forecast is inflated because
PG&E lists projects with compliance due dates outside the 2023-2026 period.317

The Commission finds that PG&E’s forecast for the TIMP direct
examination program is reasonably based on meeting the accelerated compliance
dates driven by the new PHMSA interpretation.3!8 Further, while a few projects
have compliance deadlines outside the rate case period, we are persuaded by
PG&E that their inclusion plausibly ensures their completion by the compliance
date and optimizes the use of resources.?1® Thus, the Commission adopts PG&E’s
2023 forecast for the TIMP Direct Examination (Expense MAT HPU) program of
$23.965 million.

315 PG&E Ex-16 at 5-52.

316 PG&E Reply Brief at 156 to 157.

317 Cal Advocates Opening Brief at 67; PG&E Reply Brief at 155.
318 PG&E Opening Brief at 155, 160, 209, and 210.

319 PG&E Reply Brief at 156 to 158.
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3.4.3. Strength Testing (MWCs HP and 75)
PG&E proposes 749 pipeline strength testing and replacement projects

over 175.75 miles during 2023-2026.320 TURN disputes six strength testing
programs based on three issues it applies to all six programs. These three issues
are: (1) the appropriate disallowance percentage to apply to costs for pipelines
installed after December 31, 1955, when those pipelines lack a traceable,
verifiable, and complete (TVC) or accurate record of a strength test; (2) the
correct cost model based on each party’s regression analysis; and (3) including or
excluding projects from PG&E'’s forecast based on compliance deadlines.32!

We first summarize the purpose and approach for strength testing. We
then address the three common issues raised by TURN. We conclude by
adopting forecasts for each of the disputed strength testing programs.

First, the purpose and approach for strength testing is as follows. PG&E
reports that it conducts hydrostatic strength tests on gas transmission pipelines
to assess their integrity and to determine or verify the appropriate maximum
allowable operating pressure (MAOP) of liquified and compressed natural gas.32
PG&E states that it uses an operational risk modeling tool called the TIMP to
assess threats on every segment of transmission pipe, evaluate the associated
risks, and act to prevent or mitigate these threats. According to PG&E, the TIMP
approach for assessing risk is consistent with professional standards and is used

to satisfy additional requirements of federal regulations.323

320 TURN Opening Brief at 203.

321 TURN Opening Brief at 204 to -208.

32 PG&E Ex-03 at 5-50 and 5-51.

323 49 CFR Part 192 Subpart O; PG&E Ex-03 at 3-6.
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PG&E contends that it satisfies the requirements of California and federal
regulations by grouping its tests into two types:32* (1) strength testing for TIMP
purposes, and (2) strength testing for non-TIMP purposes (including the less
stringent requirement of Pub. Util. Code § 958 of testing as “soon as
practicable”). Pipeline sections falling into one of these categories that are too
short to be strength-tested cost-effectively are replaced.3?> When pipelines are out
of service to accommodate a hydrostatic test, PG&E provides portable liquified
natural gas/compressed natural gas service to customers’ equipment.326 PG&E
bases its strength testing and replacement forecast on its analysis of cost and
other characteristics of strength testing and replacement projects that were
completed during the years 2016-2019.

We now look at the three issues in dispute.

3.4.3.1. Disallowance Percentage

The first disputed issue is the disallowance percentage. PG&E states that it
is not seeking to recover costs associated with pipe installed after December 31,
1955, when that pipe lacks an accurate record of a pressure test, consistent with
directions in D.12-12-030 and D.16-06-056.327 Where no such documentation
exists for pipeline lengths constructed after December 31, 1955, PG&E’s forecasts
exclude the cost of pressure testing those pipeline lengths regardless of whether
they are pressure tested or whether they are replaced. To determine the

percentage of disallowance, PG&E calculates the pipeline mileage lacking

324 PG&E Ex-03 at 5-52 and 5-53.
325 PG&E Ex-03 at 5-51 and 5-53.

320 When pipelines are out of service to accommodate a hydrostatic test, PG&E provides
portable liquified natural gas/compressed natural gas service to customers equipment. PG&E
Ex-03 at 5-69.

327 PG&E Ex -03 at 5-54.
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documentation as a percentage of total project mileage. Using this methodology,
PG&E proposes to disallow 9.22%of the total project costs due to missing
pipeline pressure test records.328

TURN disputes PG&E’s disallowance factor for two reasons. First, TURN
argues that PG&E should have excluded 13.84 miles of TIMP strength tests from
PG&E's disallowance calculation because, according to TURN, the disallowance
applies to non-TIMP strength tests, not TIMP tests. PG&E agrees that PG&E’s
original calculation included certain miles that should have been excluded.
Adjusting the forecast for this increases PG&E’s disallowance factor from 9.22%
to 10.01%.329

Second, TURN disputes PG&E’s methodology to calculate the
disallowance factor. Prior to excluding miles of TIMP tests, PG&E estimated the
disallowance percentage based on a fixed percentage of total pipeline miles.
According to TURN, PG&E’s estimate assumes that the relationship between the
pipe lacking accurate tests and total pipeline miles is fixed or linear. TURN
calculates disallowance percentages on a project-by-project basis and finds that
the percentage varies from 0 to 68. According to TURN, this demonstrates that
the relationship between disallowed cost and disallowed pipeline mileage is not
linear.330

Moreover, PG&E argues that TURN'’s analysis falsely assumes that the
strength testing projects for the rate case period are static. PG&E explains that
strength testing projects are not static because they may be replaced during the

rate case period for a variety of reasons, such as changing risks and system

328 TURN Opening Brief at 203 citing to PG&E Ex-03 at 5-54.
329 TURN Opening Brief at 204.
330 TURN Opening Brief at 205.
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constraints. As a result, PG&E claims that its approach, which relies on mileage
estimates rather than specific projects, is more reasonable and likely to be
representative of the actual work performed.33 We are not convinced.

We are persuaded by TURN. PG&E acknowledges that TURN's evidence
makes clear that the length of pipe without an accurate record varies
substantially from pipe to pipe.332 Given this substantial variability, the
Commission adopts TURN’s methodology for estimating the disallowance
percentage in this rate case.33

3.4.3.2. Cost Model for TIMP and Non-TIMP
Strength Testing Programs

The second disputed issue is over the cost model. PG&E and TURN both
estimate the unit costs for various TIMP and non-TIMP strength testing
programs using cost models based on regression analysis. PG&E’s regression
analysis results in an R-squared value of 0.735, whereas TURN's regression
analysis results in an R-squared value of 0.726.334 R-squared values measure
statistical accuracy.3%

TURN states that its regression analysis is consistent with PG&E’s cost
calculator, is based on updated and corrected data, and is based on its

project-by-project analysis. PG&E argues for its approach saying TURN's

31 PG&E Reply Brief at 161
332 PG&E Reply Brief at 161.

333 TURN Opening Brief at 204-207; PG&E Opening Brief at 162-163; PG&E Reply Brief at
160-162.

34 PG&E Opening Brief at 162.

35 An “R-Squared value” is the coefficient of determination in statistics. It provides a measure
of how well observed outcomes are replicated by the model and ranges from 0 to 1. Generally,
the curve fit of a linear regression model is considered to be better as it gets closer to 1. PG&E
Ex-03 at 5-71.

-109 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

analysis is less accurate because its R-squared value is lower.3% TURN points out
that although its R-square value is lower, it is more accurate because it uses more
recent data.3”

The parties” R-squared values are substantially similar, and both are over
0.725. This indicates a high confidence in both parties” R-squared values. In fact,
this confidence is demonstrated by PG&E arguing for the elimination of its
Hydrostatic Testing Balancing Account given that the unit cost R-squared values
in this GRC are seven times better than the R-squared value in the last GT&S
GRC.338

Given better R-squared values here than before, and the substantially
similar results between PG&E and TURN, the Commission adopts TURN's cost
model for TIMP and non-TIMP strength testing programs. We do this because
TURN’s analysis is based on updated and corrected data.

3.4.3.3. Compliance Deadlines
The third disputed issue regards compliance deadlines. PG&E proposes to

complete 749 strength testing or replacement projects during this rate case cycle
in order to comply with safety regulations. Most of these pipeline projects have
deadlines for completion by the end of 2026; however, 91 pipelines have
compliance deadlines that are later than December 31, 2026, or are not
identifiable because the primary requirement to pressure test is imposed by
Pub. Util. Code § 958 with a “soon as practicable deadline.”33° Net of these

91 projects, some of the remaining 658 strength testing or replacement projects

3% PG&E Reply Brief at 162.

37 TURN Opening Brief at 207.

338 PG&E Ex-03 at 5-71 to 5-72.

339 TURN Opening Brief at 208-209.
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proposed during the 2023-2026 rate case cycle also either have no deadline or a
deadline beyond December 31, 2026. There are 84 of those projects.

Of these 84 projects, TURN recommends delaying completion of
65 projects until the next rate case cycle.34 In support, TURN states that several
of these projects are for pipelines operating at or above 20% of specific minimum
yield strength.34! TURN contends that the RSE risk score for the non-TIMP
strength testing program is 0.1423, which ranks the non-TIMP strength testing
program at 207t out of the 247 PG&E programs with risk scores and an
extremely low cost-benefit ratio. Due to their extremely low cost-effectiveness
and the absence of specific compliance deadlines, TURN recommends delaying
the completion of 65 projects. TURN accepts completion of the other 684 projects
in this rate case cycle.

In response, PG&E questions whether it can move 65 strength testing
projects into the next rate case cycle without compromising its ability to comply
with regulatory requirements.3#2 For example, PG&E states that federal
regulations require re-confirmation of 50% of maximum allowable operating
pressure by July 3, 2028.343 PG&E states it is concerned that moving 65 projects to
the next rate case cycle might make it unable to comply with its safety
responsibilities because it “would not be able to garner the resources for that

much work.” 344

340 TURN Opening Brief at 210-211.
341 TURN Opening Brief at 210-212.
32 PG&E Reply Brief at 162-164.

33 PG&E Reply Brief at 163; 49 CFR 192.624. In particular, 49 CFR 192.624(b)(1) requires utilities
“to complete all actions required by this section [192.624] on at least 50% of the pipeline mileage
by July 3, 2028.”

34 TURN Opening Brief at 213 to -214.
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Based on this record, we find that PG&E has not met its burden to
demonstrate the necessity and cost-effectiveness for its forecasted 749 strength
testing projects. For example, as noted by TURN, PG&E does not state with
sufficient specificity which pipelines meet the conditions for testing by July 3,
2028 (as required by federal regulation), such as the consequence34 or risk level.

Moreover, we also agree with TURN when TURN points out that PG&E’s
stated difficulty performing these 65 projects in the next rate case cycle does not
support performing these projects now. Rather, there is no evidence that the
resources in the next cycle will be inadequate. Accordingly, the Commission
finds that it is reasonable for PG&E to perform the undisputed amount of
684 projects (749 minus 65) during this GRC cycle.

We now turn to the six sub-programs disputed by TURN: (1) non-TIMP
strength testing capital expenditures; (2) non-TIMP pipeline replacement in lieu
of strength testing capital; (3) non-TIMP pipeline replacement in lieu of strength
testing expense; (4) TIMP strength testing expense; (5) TIMP replacement in lieu
of strength testing expense; and (6) TIMP replacement in lieu of strength testing
capital.

3.4.3.4. Non-TIMP Strength Testing (Capital
MAT 75U)

In accordance with federal and state regulations, the non-TIMP strength
testing sub-program validates the integrity of gas pipelines by strength testing

pipelines, including pipelines either (a) lacking a traceable, verifiable, and

35 TURN Opening Brief at 215.
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complete record or (b) needing MAOP reconfirmation.34 PG&E forecasts
$73.325 million for Non-TIMP Strength Testing in 2023.347

TURN forecasts a lower amount for non-TIMP strength testing of
$59.915 million (2020 dollars) based on the three issues disputed above:

(1) disallowance percent, (2) use of a different unit cost model, and (3) removal of
certain projects based on relevant compliance deadlines.

In the discussion above, the Commission adopted TURN's disallowance
factor, cost model, and removal of 65 projects based on compliance deadlines.
Consistent with these decisions, the Commission adopts TURN's forecast in 2023
for non-TIMP testing of $59.915 million in 2020 dollars®8 or $61.956 million in
2023 dollars.34

3.4.3.5. Non-TIMP Pipeline Replacement in Lieu
of Strength Testing (Capital MAT 75R)

When a pipeline replacement is more cost-effective than performing a
non-TIMP strength test, PG&E states that it replaces the pipeline under its
non-TIMP pipeline replacement program. Pipeline replacement is not an
“alternative” assessment methodology, according to PG&E, but rather the
wholesale replacement of a pipe instead of performing strength testing.350 There
are two components: capital and expense. The program addressed in this Section
is with regard to capital. PG&E forecasts $66.653 million for non-TIMP pipeline

replacement in lieu of strength testing capital costs in 2023.351

36 PG&E Opening Brief at 160 to -161.

347 PG&E Opening Brief at 161; PG&E Reply Brief at 159.
38 TURN Opening Brief at 212 (Table 23).

349 PG&E Opening Brief at 161 (Table 3-23).

350 PG&E Opening Brief at 164.

351 PG&E Opening Brief at 164.
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TURN forecasts a lower amount for the non-TIMP pipeline replacement
program of $33.741 million (2020 dollars)352 based on the three issues disputed
above: (1) disallowance percent, (2) use of a different unit cost model, and
(3) removal of certain projects based on relevant compliance deadlines.

In the discussion above, the Commission adopted TURN'’s disallowance
factor, cost model, and removal of 65 projects based on compliance deadlines.
Consistent with these decisions, the Commission adopts TURN's forecast for
non-TIMP pipeline replacement in lieu of strength testing in 2023 of
$33.741 million in 2020 dollars35? or $36.080 million 2023 dollars.354

3.4.3.6. Non-TIMP Pipeline Replacement in Lieu
of Strength Testing (Expense MAT JT6)

In addition to capital costs for non-TIMP replacement, PG&E incurs
expenses related to these projects.355 PG&E forecasts $35.443 million in expenses
for non-TIMP pipeline replacement in lieu of strength testing in 2023.35

TURN forecasts a lower amount for non-TIMP strength testing of
$9.728 million (2020 dollars)3%” based on the three issues debated above:

(1) disallowance percent, (2) use of a different unit cost model, and (3) removal of

certain projects based on relevant compliance deadlines.

352 TURN Opening Brief at 212 (Table 23).
353 TURN Opening Brief at 212 (Table 23).
354 PG&E Opening Brief at 164 (Table 3-24).
355 PG&E Opening Brief at 165.

3% PG&E Opening Brief at 164.

357 TURN Opening Brief at 212 (Table 23).
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Consistent with prior discussion, the Commission adopts TURN's forecast
for non-TIMP pipeline replacement in lieu of strength testing in 2023 of
$9.728 million in 2020 dollars358 or $10.622 million in 2023 dollars.359

3.4.3.7. TIMP Strength Testing (Expense MAT
HPF)

In accordance with federal law, TIMP strength tests validate the integrity
of pipe that is located in high consequence areas (HCAs), Class 3 and 4
non-HCAs, and potentially in moderate consequence areas (MCAs).30 PG&E
forecasts $19.917 million for TIMP Strength Testing expenses in 2023.361 While
TURN uses a different model, neither TURN nor any other party recommends an
estimate lower than PG&E'’s forecast. Accordingly, the Commission adopts a
forecast of $19.917 million for TIMP strength testing (expense MAT HPF)362 in
2023.

3.4.3.8. TIMP Replacement in Lieu of Strength
Testing (Expense MAT HPM)

TIMP replacements are used when a replacement is a more cost-effective
option instead of strength testing. There are two components: expense and
capital. The program addressed here represents the expense portion of pipe
replacements in lieu of TIMP strength testing.33 PG&E forecasts $4.153 million
for TIMP pipeline replacement in lieu of strength testing in 2023.364

358 TURN Opening Brief, at 212 (Table 23).

3% PG&E Opening Brief at 165 (Table 3-25).

360 PG&E Opening Brief at 166.

361 PG&E Ex-16-E (Rebuttal) at 5-89; PG&E Opening Brief at 167.
362 TURN Opening Brief at 212 (Table 23).

363 PG&E Opening Brief at 167.

364 PG&E Opening Brief at 168.
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TURN forecasts a slightly different amount for pipe replacement in lieu of
TIMP strength testing based on the use of a different unit cost model. While the
Commission adopted TURN's cost model above for the strength testing unit cost,
TURN'’s recommendation for this program is unclear and not sufficiently
detailed to be supported. Accordingly, the Commission adopts PG&E’s forecast
of $4.153 million for TIMP pipe replacement in lieu of strength testing expenses
(MAT HPM) in 2023.

3.4.3.9. TIMP Replacement in Lieu of Strength
Testing (Capital MAT 75Q)

PG&E forecasts $17.899 million for TIMP pipeline replacement in lieu of
strength testing in 2023.365

TURN forecasts a slightly different amount for pipe replacement in lieu of
TIMP strength testing based on the use of a different unit cost model. While the
Commission adopted TURN’s cost model above for the strength testing unit cost,
TURN'’s recommendation for this program is unclear and not specific.
Accordingly, the Commission adopts a forecast of $17.899 million for capital pipe
replacement in lieu of TIMP strength testing (Capital MAT 75Q) in 2023.

3.4.4. Vintage Pipe Replacement (Capital
MWC 75E)

Approximately 47% of PG&E’s GT pipelines were designed,
manufactured, constructed, and installed before the advent of California pipeline
safety laws in 1961. While age alone does not pose a threat to pipeline integrity,
age does play a role because of the type of manufacturing and construction

practices that were acceptable at that time - that is, the “vintage” of the pipe.36¢

365 PG&E Opening Brief at 169.
366 PG&E Ex-03 at 5-72.
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PG&E proposes to replace 0.72 miles of pipeline in 17 projects in which the
pipelines are threatened by a combination of construction defects and outside
forces such as land movement.3¢” PG&E recommends replacing this pipe because
(1) other similar pipelines have failed because of this type of phenomenon,
including a recent incident outside of California; (2) the federal Pipeline and
Hazardous Materials Safety Administration (PHMSA) has urged gas pipeline
operators to evaluate this threat; and (3) industry groups developing best
practices have highlighted the importance of addressing the risks created by land
movement. PG&E says that the 17 proposed projects include Tier 1 pipelines
containing high consequence areas (HCA) and Tier 2 pipelines not in HCA areas.
PG&E requests that the Commission authorize capital expenditures for MAT 75E
of $10.835 million for 2023.3¢8 This 2023 forecast is $12.053 million less than the
cost recorded for this program in 2020 of $22.888 million.3¢?

TURN recommends either (1) eliminating the program, or (2) eliminating
all proposed projects which have an associated impacted occupancy count (I0C)
of ten or less®”? and exclude carry-over costs. According to TURN, its second
recommendation would result in authorizing $3.7 million for 2023.

TURN'’s primary recommendation is that no money be authorized for this
program. TURN bases this on the following: (1) the Tier 1 projects will continue

to be assessed every seven-year cycle as required to meet TIMP regulations

367 PG&E Ex-03 at 5-78. The program scope has been revised from the 2019 GT&S Rate Case to
only consider for replacement of vintage fabrication and construction threats where they
interact with high land movement threats, where bending strain from ILI data is identified, or
where we have both landslide and liquefaction threats.

368 PG&E Ex-03-ES at v.
369 PG&E Ex-03 at 5-79.
370 TURN Opening Brief at 223.

-117 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

because they contain HCA mileage, (2) the program is not cost-effective
according to its low RSE scores, and (3) PG&E’s unit cost includes $1.7 million
each year in unrecovered 2021-2022 “closeout costs” from Vintage Pipeline
Replacement projects that were authorized in D.19-09-025.

In support, TURN states that if any pipeline shows deterioration in its
assessment, it can be repaired at that time. In addition, the Tier 2 projects contain
no HCA mileage and have impacted occupancy counts (IOCs) that are below 10.
These pipelines are clearly in rural areas and there are no dwelling units or even
recreational facilities nearby. Thus, even in a worst-case scenario, such as a
pipeline rupture, the expected loss of life or property damage is reduced.3”!
Further, TURN adds that carryover costs are not actual costs associated with the
new batch of Vintage Pipeline Replacement projects that PG&E proposes in this
rate case cycle. Instead, they are costs that PG&E will incur and pay after the
projects from the previous GT&S case are actually brought into service.372

In response, PG&E argues that the unit cost forecast for vintage pipeline
replacement was based on projects completed between 2015-2019 that met
relevant criteria. PG&E states that its forecast includes closeout costs for projects
that are expected to come on-line in 2021-2022. Because these close-out costs will
be incurred after the end of the 2019 GT&S rate case period (2019-2022), PG&E
argues that it is appropriate to include them in the rates for this GRC because
otherwise these costs will not be recovered.

Considering all the parties” arguments, the Commission finds that the

scope of the Vintage Pipeline Replacement program continues to address valid

371 TURN Opening Brief at 220.
372 TURN Opening Brief at 220 -221.
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potential threats not addressed by PG&E’s other pipeline assessment and
replacement programs, including those that are the subject of PHMSA
advisories.?”3 Thus, we reject TURN’s recommendation for program elimination.
In deciding the right size for the program, we note that PG&E has already
limited the scope of the program to approximately half of what the Commission
approved for 2020. Even within the reduced request, the Commission must
continue to consider program cost-effectiveness. TURN'’s evidence shows the
program has low RSEs. The Commission finds that TURN'’s alternative proposal
achieves a reasonable balance between retaining the program to address valid
potential threats while considering cost-effectiveness. We exclude carry-over
costs because these are not costs related to the authorized projects. Consequently,
the Commission adopts TURN's forecast of $3.7 million for MWC 75E in 2023.374

3.4.5. Shallow and Exposed Pipe Capital Cost
(MAT 75K, 75M, 75T)

PG&E’s Shallow and Exposed Pipe Program identifies locations where a
pipeline has insufficient ground cover, is vulnerable to damage from third
parties, or becomes exposed due to natural forces. Given the safety risks

presented by exposed natural gas transmission pipelines, PG&E seeks to

373 PHMSA Advisory ADB 2019-02: The advisory points out that when an operator discovers a
condition covered under the integrity management requirements of 49 CFR 195.452 or if a
segment of pipeline is determined to be in unsatisfactory condition per 49 CFR 192.613 [b] (in
the context of this advisory, a landslide), that 49 CFR 192.935 and 49 CFR 195.452 (i) require,
“...an operator to take additional preventative and mitigative measures to prevent a pipeline
failure and to mitigate the consequences of a pipeline failure that could affect a high
consequence area...if an operator determines there is a threat to the pipeline, such as outside
force damage (e.g. earth movement, floods), the operator must take steps to prevent a failure
and to minimize the consequences of a failure under these regulations.” PG&E Ex-16 (Rebuttal)
at 5-69.

374 PG&E Reply Brief at 165.
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prioritize and mitigate these risks. The Shallow and Exposed Pipe Program also
addresses risks at water and levee crossings.37>

PG&E requests that the Commission authorize capital expenditures for
this program of $27.808 million for 2023.376 PG&E developed its forecast by
multiplying the number of forecast mitigation locations by the historical average
cost per project from 2017-2019, plus escalation. This amounts to an increase of
$9.397 million over the recorded 2020 level of $18.411 million.377

TURN recommends either (1) eliminating this program, or (2) reducing it
to $20.485 million. TURN recommends program elimination because (1) it has
low RSE scores and is not cost-effective, and (2) PG&E has underspent its
authorized funding by an average of 30%.378 In support, TURN states the low
RSEs and benefit/ cost ratios reflect the minimal risk reduction benefits that
PG&E calculated for this program compared to the program’s total cost. For
example, according to TURN, the total value of the risk reduction benefit is only
$2.05 million, compared to the total cost of $131.52 million, which equates to a
program level benefit cost ratio of 0.0156, or less than two cents of benefits per
dollar of spending.379

In further support, TURN states that PG&E underspent its authorized
budget in four of the past five years. TURN asserts that PG&E underspent an
average of 30% during the 2016-2020 period, for a total underspend of
$34 million. According to TURN, PG&E’s request of $27.808 million for 2023 is

375 PG&E Opening Brief at 172.
376 PG&E Opening Brief at 173.
377 TURN Opening Brief at 233.
378 TURN Opening Brief at 226.
379 TURN Opening Brief at 228.
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almost double PG&E’s average annual spending over the past five years and is
inconsistent with PG&E'’s practice of underspending.380

In response, PG&E's describes how the selection of its mitigation locations
using its project or site-specific methodology is informed by industry best
practices, including those of Pipeline and Hazardous Materials Safety
Administration, the California State Lands Commission, and direction from the
Central Valley Flood Protection Board.381 PG&E states that such practices
requires mitigation of risks based on continual surveillance.382 PG&E also notes
that it has no metrics in its safety performance metrics report for this program to
measure its progress. Further, while PG&E acknowledges its underspending,
PG&E contends that its underspending is justified by “the fact that these capital
costs were spent on higher risk mitigations/controls within PG&E’s Pipe
Replacement program.”383

Spending on the Shallow and Exposed Pipe Program is discretionary
because it is not required by regulations.?* Further, we find PG&E has not met
its burden to demonstrate that its full request for this program is necessary to
provide safe, reliable, and affordable utility service. We find this based on the
evidence showing low RSEs, consistent underspending, no metrics in its safety
performance metrics report to measure progress, and incomplete support to

show that redirecting the authorized capital costs to other projects was justified.

380 TURN Opening Brief at 233 to 234.
381 PG&E Ex-03 at 5-119 to 5-127.

382 See, e.g., 49 CFR § 192.613 requires the mitigation of findings from continuing surveillance.
PG&E Ex-03 at 5-126.

383 PG&E Ex-16-E (Rebuttal) at 5-76.
384 PG&E Reply Brief at 170.
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Nonetheless, spending on this program is still warranted when conditions
needing mitigation are found. The Commission determines the appropriate level
of funding for this program by considering the relative cost-effectiveness of the
program. As a result, the Commission finds that TURN's alternate proposal of
$20.485 million3 strikes a reasonable balance and adopts a forecast in that
amount for MATs 75K, 756M, 75T for 2023.

3.4.6. Public Awareness Program (Expense MAT
JT0)

Federal regulations require PG&E to develop and implement public
education programs that comply with the American Petroleum Institute’s
recommended practices.3¥ In compliance with these regulations, PG&E has
developed a public awareness program with three objectives: (1) increase
awareness about the presence of natural gas pipelines; (2) reduce third-party
damage to pipelines through education outreach; and (3) promote emergency
response readiness.38”

PG&E’s forecast includes funding for a new Global Positioning System
(GPS) program that will start in 2023. The GPS Program uses real-time data and
motion sensors placed on excavation equipment to monitor an excavator’s
location and activities. The GPS program includes an automated alert system that

notifies utility personnel and the excavator if there is a risk of hitting or digging

385 TURN Opening Brief at 226-227.

386 49 CFR § 192.616 requires utilities to develop and implement public education programs that
comply with American Petroleum Institute’s (API) Recommended Practice 1162, 1st Edition
(RP 1162).

387 PG&E Opening Brief at 174.
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into a gas pipeline, thereby having the potential to significantly reduce
construction site dig-ins.388

PG&E forecasts $4.386 million for MAT JT0 in 2023. PG&E’s forecast for
the Public Awareness Program is an increase of $1.956 million over 2020
recorded costs. PG&E developed this forecast by starting with the 2017-2019
three-year average of recorded data and adding $1.9 million annually for the
GPS-based excavation equipment motion sensing device program.° PG&E
anticipates that the new GPS-based program will ramp up over the 2023-2026
period (from $0.845 million in 2023 to $2.465 million in 2026) and uses the
projected four-year annual average in its forecast for 2023.3%

TURN recommends a reduction of 35%, to an authorized level
$2.932 million in 2023. In support, TURN'’s evidence summarizes PG&E's
authorized and annual spending on the public awareness program and shows
that PG&E underspent its authorized funding for Public Awareness in every year
from 2016-2020 by an annual average of 35%. Based on this data, TURN states
that its recommended $2.932 million in 2023 is 21% higher than 2020 recorded of
$2.430 million, and 32 higher than the 2017-2019 recorded average of
$2.218 million.3! TURN claims its recommendation accounts for the new
GPS-based program that PG&E intends to rollout from 2023-2026.

Based on this evidence, the Commission adopts a forecast for MAT JTO of
$3.063 million total for 2023, which we derive as follows. We take underspending
into account by using the three-year average of $2.218 million (which PG&E

388 PG&E Opening Brief at 175.

389 PG&E Ex-03 at 5-106 to 5-107.

3% TURN Opening Brief at 223.

31 TURN Opening Brief at 223-226, and 224 (fn. 664).
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acknowledges recognizes its underspending).?2 We are unable to use PG&E'’s
estimate of an additional $1.9 million per year for the GPS-based program,
however, because PG&E does not provide sufficiently detailed and compelling
information to support either its estimate of an average of $1.9 million per year
or how the new program will ramp up over four years. The GPS component is
reasonable, however, and we include $0.845 million in 2023 (the estimated
funding for 2023), thereby totaling $3.063 million in 2023 for MAT JTO.

3.4.7. Balancing and Memorandum Accounts

There are seven Balancing and Memorandum Accounts discussed in
PG&E’s application, of which the proposed changes for two are uncontested -
the Hydrostatic Testing Balancing Account (HT BA) and the Root Cause Analysis
Memorandum Account (RCA MA). We adopt the uncontested changes. Changes
to the five disputed accounts are discussed below.

3.4.7.1. ILI Accounts (ILIBA and ILIMA)
The In-line Inspection Balancing Account (ILIBA) and the ILI

Memorandum Account (ILIMA) were established by the Commission in the
2019 GT&S rate case.3 The ILIBA is a one-way balancing account that records
capital costs for the 48 Traditional ILI Upgrade projects adopted for the rate case
period. The ILIMA tracks both Traditional ILI Upgrade capital costs and ILI
expense costs related to work for Traditional ILI Upgrade projects and
Traditional ILI inspection in excess of the 48 ILI upgrade projects authorized in

the GT&S rate case as well as ILI reassessment costs.3%

392 PG&E Opening Brief at 175, Reply Brief at 167 -168.
393 D.19-09-025 at 330
394 D.19-09-025 at 331, OP 63.
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These accounts were adopted in the 2019 GT&S Rate Case primarily to
address concerns that PG&E would not be able to complete more than its forecast
of 18 ILI Upgrade projects per year. The Commission set the authorized number
of ILI Upgrades at 12 but provided PG&E with the opportunity to do more and
record these costs in the ILIMA.

PG&E proposes to eliminate the ILIBA and ILIMA because it proposes to
perform 12 ILI Upgrades per year, consistent with the Commission’s direction.
Therefore, PG&E contends that the ILIBA and ILIMA are no longer needed.

Along with eliminating both accounts, PG&E recommends that costs
associated with initial runs, re-assessments and any associated repairs would be
accounted for in the TIMPBA because these costs relate to a TIMP program.3%
PG&E states that the accounts are redundant® and that the TIMPBA is the better
place to address all ILI related expenses.397

Cal Advocates opposes PG&E's plan to eliminate either the ILIBA or
ILIMA because they return underspending to ratepayers and allow for
tracking.3% TURN agrees with Cal Advocates” opposition to eliminating the
ILIBA. TURN states that this is based on evidence that PG&E continues to
complete fewer ILI Upgrade projects than authorized, averaging only nine

projects per year for 2016-2021.3%

35 PG&E Opening Brief at 179-182.

3% PG&E Ex-16 (Rebuttal) at 5-84.

397 PG&E Ex-16 (Rebuttal) at 5-85.

3% Cal Advocates Ex-02 at 37, lines 12 to 17.

399 TURN Reply Brief at 87 to 88; TURN Ex-04 at 5-6.

-125 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

TURN, however, agrees to the elimination of the ILIMA because, in
TURN's view, traditional ILI Upgrade projects are not cost-effective.4?0 In
addition, TURN recommends that PG&E demonstrate project reasonableness,
including the RSE and benefit-cost ratio associated with the individual
transmission pipelines that PG&E proposes to upgrade.41

The Commission finds that PG&E's history of completing fewer ILI
Upgrades than forecast continues to support retaining the ILIBA as a one-way
balancing account so that underspending is returned to ratepayers. Accordingly,
PG&E’s request to eliminate the ILIBA is denied. The Commission is persuaded,
however, that it is reasonable to eliminate the ILIMA because the number of ILI
upgrades is determined in this GRC to be four. In addition, we decline to adopt
TURN'’s recommendation to require a post-decision compliance obligation when
recording costs into the ILIBA because a reasonableness review is always

available at the time of reconciling the balance in the ILIBA.

3.4.7.2. TIMP Accounts (TIMPBA and TIMPMA)

The Transmission Integrity Management Program Balancing Account
(TIMPBA) was established in the 2019 GT&S rate case to track TIMP related costs
in a one-way balancing account. The TIMP Memorandum Account (TIMPMA)
was established in the 2015 GT&S rate case to track any TIMP costs not included
in PG&E’s forecast that are “associated with any new transmission integrity
management statutes or rules, or new or changed interpretation by a regulatory

body of transmission or integrity management statutes or rules.”402

400 TURN Ex-04 at 22.
401 TURN Reply Brief at 88 to 89.
402 PG&E Opening Brief at 176; PG&E Ex-16 (Rebuttal) at 5-79.
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In this proceeding, PG&E proposes converting the TIMPBA to a two-way
balancing account and eliminating the TIMPMA. Alternatively, if the TIMPBA
remains a one-way balancing account, PG&E proposes keeping the TIMPMA and
modifying it so that it tracks all costs above adopted amounts related to existing
TIMP regulations as well as costs associated with new TIMP regulations. PG&E
proposes structuring the two-way TIMPBA so that all costs above or below the
authorized amount would be trued up annually through a Tier 2 Advice Letter.
However, for costs greater than 135% of the adopted amount, PG&E proposes
recording these costs in a separate subaccount and filing a separate application
for recovery of these costs.

In support of its proposals, PG&E contends that eliminating the TIMPMA
and converting the TIMPBA into a two-way balancing account would reduce the
current administrative complexity involved in maintaining a balancing account
and a memorandum account along with the necessary and required reviews.403 [f
PG&E’s proposal to convert the TIMPBA to a two-way balancing account is not
adopted, however, PG&E proposes that the Commission approve an alternative
proposal of expand the TIMPMA to include TIMP costs above the adopted
amounts. 404

In further support, PG&E claims that circumstances have changed since
the last two rate cases were decided. PG&E states that the Commission should
consider the following reasons for changing the structure of these accounts:

“1) TIMP costs are mandatory compliance costs that are uncertain and difficult to

forecast; (2) recent adoption of two-way balancing account treatment for other

403 PG&E Opening Brief at 176.
404 PG&E Opening Brief at 179.
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areas of gas with uncertain costs such as storage and for difficult-to-forecast
electric system hardening costs support a two-way balancing account;
(3) consistency with the TIMPBA accounts adopted for Southern California Gas
Company (SoCalGas) and San Diego Gas & Electric Company (SDG&E); and
(4) administrative efficiency and regulatory review.”405

TURN and Cal Advocates oppose both proposals as the Commission has
rejected similar requests in the last two rate cases.4%¢ Cal Advocates contends that
none of PG&E’s arguments support changing the current structure of PG&E’s
TIMPBA and TIMPMA for the following reasons: (1) the Commission already
recognized the need for PG&E to address any uncertainty resulting from
evolving regulatory developments by allowing PG&E to establish the TIMPMA,
(2) the current structure for tracking TIMP-related expenditures is appropriate
even when considering recent adoption of two-way balancing account treatment
for other areas, and (3) the Commission found unpersuasive the previously
raised arguments by PG&E that a two-way balancing account for TIMPBA is
consistent with SoCalGas’s and SDG&E'’s approaches and facilitates
administrative efficiency and regulatory review.407

Upon review of the current structure and the parties” arguments, we do
not find that circumstances have changed sufficiently to alter the structure of
either account. Rather, the Commission finds that the current structure continues
to be a reasonable method for ensuring the PG&E can continue to recover just

and reasonable costs incurred to comply with unidentified potential regulation

405 Cal Advocates Opening Brief at 117 citing to PG&E Ex-03, Gas Operations Chapters 1-5S at
5-15:25 to 5-16:2.

406 PG&E Opening Brief at 176 to 177.
407 Cal Advocates Opening Brief at 116-119, citing to D.19-09-025 at 159.
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changes that impact the scope of TIMP work. Accordingly, the Commission
denies PG&E’s proposals for changing the TIMPBA and the TIMPMA.
3.4.7.3. ICDA Memorandum Account

The Internal Corrosion Direct Assessment Memorandum Account
(ICDAMA) was adopted by the Commission in the 2019 GT&S Rate Case to track
recorded ICDA expenses for the 2019-2022 rate case period. It was adopted in
2019 primarily to address concerns that PG&E had not completed ICDA work
authorized in the 2015 GT&S rate case period but had diverted the money to
instead fund more TIMP strength tests. According to PG&E, however, it has now
completed the units of ICDA work authorized in the 2019 GT&S Rate Case, thus
eliminating the need for the ICDAMA. Since the basis for establishing and
maintaining this memorandum account is no longer applicable, PG&E proposes
eliminating the ICDAMA. PG&E’s proposal includes allowing the ICDA
recorded costs to flow through the TIMPBA as originally intended, given that
these costs are Subpart O TIMP-related expenses.408

Cal Advocates supports the continued use of the ICDA memorandum
account. In support, Cal Advocates points to the continued significant
uncertainty associated with the new PHMSA interpretation, as well as PG&E’s
history of “underperforming.”40

Cal Advocates” arguments, however, do not take into account the
practicality of allowing ICDA recorded costs to flow through the TIMPBA. The

Commission finds that review of ICDA recorded costs through a separate

408 PG&E Opening Brief at 182.

409 Cal Advocates Opening Brief at 121; D.19-09-025, Decision Authorizing Pacific Gas and Electric
Company’s 2019-2022 Revenue Requirement for Gas Transmission and Storage Service, at 137 to 139.
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memorandum account is no longer necessary. Accordingly, the Commission
discontinues the ICDAMA.

3.5. Gas Facilities

This Section addresses PG&E’s forecasts related to three Gas Transmission
and Distribution (GT&D) aspects of PG&E’s business, (also referred to as
Facilities): compression and processing, measurement and control, and
Compressed Natural Gas (CNG). These assets include compression and
processing facilities, gas regulation stations, and CNG stations.410

Of the nine gas distribution and GT&D expense categories related to these
facilities, only three are disputed. Similarly, for the 17 gas distribution and GT&D
capital categories, only five are disputed. The eight disputed categories are
discussed below followed by documentation of the scope of undisputed
programs.411 The subject areas are: (1) GT Routine C&P Program, (2) Terminal
Upgrades and Brentwood Terminal Rebuild, (3) GT and GD M&C Station OPP
Enhancements Program, (4) High-Pressure Regulator program, (5) Tionesta
compressor replacement, and (6) Los Medanos compressor retirement.

3.5.1. GT Routine C&P Program (Expense MAT
JTY)

We adopt $8.263 million in 2023 for the Gas Transmission (GT) Routine
Compression & Processing (C&P) Expense Program (MAT JTY) for the reasons
explained below.

This program includes projects that arise during normal operation of C&P
facilities that must be performed to maintain current levels of service and

reliability. PG&E states typical projects include repair of malfunctioning

410 PG&E Opening Brief at 183.
41 PG&E Opening Brief at 184.
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equipment and instrumentation, compressor unit overhauls, inspection and
testing of asset components, and modifications to address equipment safety or
performance issues.*12

PG&E forecasts $10.013 million#!3 for this program in 2023, which is an
increase of $2.192 million over 2020 recorded costs of $7.821 million. PG&E based
its forecast on the three-year average of 2018-2020 recorded costs with escalation
after making one adjustment to remove historical costs for the Pleasant Creek
Storage Facility because of planned decommissioning in 2022.414

TURN recommends a forecast for MAT JTY of $8.263 million, which is
$1.750 million less than PG&E’s request. TURN's proposal is based on using the
last recorded year of 2020. In support, TURN asserts (1) PG&E’s recorded costs
for MAT JTY declined each year over the period PG&E averaged, and (2) in
D.04-07-022, the Commission determined that if recorded expenses in an account
have shown a trend in a certain direction over three or more years, the most
recent point in the trend, which is 2020 in this case, is an appropriate base
estimate for the test year.415

In response, PG&E argues that (1) 2020 is not a representative year due to
COVID-19 related delays from pausing non-essential work, (2) there is some
variation in costs expected year-over-year depending on the type of repair,
replacement projects, and the facility where work is performed, (3) PG&E’s use

of a historical average for forecasting programmatic work accounts for

42 PG&E Opening Brief at 185.
413 PG&E Opening Brief at 185.
414 TURN Opening Brief at 235.

415 D.04-07-022, Opinion on Base Rate Revenue Requirement and Other Phase 1 Issues (July 16, 2004)
at 15 to 16, quoting from D.89-12-057; TURN Opening Brief at 235-238.
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year-over-year fluctuations and provides a predictable trend of the expected
future level of work, and (4) D.04-07-022 states that an average of recorded
expenses over a period of time is reasonable as the base expense where there are
significant fluctuations in recorded expenses or where there are external forces
beyond the control of the utility.416

We are not persuaded by PG&E. After careful review, the Commission
finds that fluctuations in the 2018-2020 recorded expenses do not justify using
the average instead of the last year. Rather, the expenses over these three years
consistently declined. The Commission finds the 2020 recorded cost to be the
most known and measurable amount consistent with D.04-07-022 and a
reasonable basis for the 2023 forecast. Accordingly, the Commission adopts a
forecast for 2023 of $8.263 million.

3.5.2. Gas Transmission (GT) Measurement and
Control (M&C) Terminal Upgrades (Capital
MAT 765)

We adopt $9635 million in 2023 capital expenditures for the GT M&C
Terminal Upgrades (MAT 765) and require that PG&E file a Tier 2 Advice Letter
as described below if PG&E seeks Commission consideration of additional
funding for the Brentwood Terminal rebuild project.

The GT M&C Terminal Upgrades will perform work to upgrade and
rebuild aging and obsolete equipment at three gas terminals in Milpitas, Antioch,
and Brentwood.#1” The GT measurement and control terminal upgrades program
includes two types of work: (1) routine terminal upgrades at all three terminal

stations including regular upgrades and maintenance to maintain reliability of

416 PG&E Reply Brief at 173 to 174.
417 PG&E Ex-16 at 6-11.
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the GT system, and (2) a phased approach for rebuilding the Brentwood
Terminal 418

For the GT M&C Upgrades, PG&E forecasts $16.920 million41? in 2023
capital expenditures, including $2.3 million for upgrades at all three terminals
and $14.6 million for rebuilding the Brentwood Terminal. PG&E derived the 2023
test year forecast by dividing the total forecasted cost for the terminal rebuild by
the four years of the GRC cycle.*20 According to PG&E, the work includes four
phases that will be operative in sequence before construction starts on the
subsequent phase.*21

TURN opposes inclusion of the Brentwood Terminal Rebuild in this GRC
because (1) PG&E has not provided used and useful dates for any of the four
project phases, and (2) PG&E failed to spend the authorized amounts in prior
years.422

In response, PG&E states that this complex project consists of phased
construction that is scoped and sequenced so that one phase is completed before
starting construction on the subsequent phase. Based on this, PG&E asserts that it
made a reasonable assumption that the total project capital spending forecast be
allocated equally over four years (2023-2026) for purposes of modeling the
operative date.*2 PG&E also states that its spending less than authorized

amounts in 2019 and 2020 was due in part to COVID-19 related delays and work

418 PG&E Ex-16 at 6-11.

419 PG&E Ex-03-ES at v.

420 PG&E Opening Brief at 188; TURN Opening Brief at 239.
421 PG&E Ex-16-E at 6-13.

422 TURN Opening Brief at 239.

4233 PG&E Reply Brief at 176.
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requirements. PG&E asserts that it ramped up the work on the Brentwood
Terminal Rebuild project in 2021 to forecast completion of the work by 2022 424

TURN does not disagree with the necessity of the work forecasted for the
Brentwood Terminal Rebuild. The Brentwood terminal is a critical pressure
control facility that, if not rebuilt timely, will create safety risks to the public and
impact the reliability of gas service.*?> Nonetheless, TURN recommends not
including funding for this rebuild in this GRC to protect ratepayers from delays
and underspending.426

We agree with TURN. Previously authorized amounts have been
underspent and project timing has been uneven. The Commission finds it
reasonable to protect ratepayers from underspending and timing issues by
approving 50% of the requested $14.569 million for the initial phase of the
project. PG&E may request funding for the remaining phase through one or
more Tier 2 advice letters based on PG&E (1) verifying the work has been
completed, and (2) providing a detailed scope of work with timelines for
completing the remaining phases. Accordingly, the Commission adopts a
forecast of $9.635 million in 2023 capital expenditures ($7.3 million for the
Brentwood Terminal Rebuild and $2.3 million for GT M&C Terminal Upgrades
for all three terminals tracked in MAT 765) , subject to escalation for years 2024
through 2026. The Commission requires PG&E to file a Tier 2 advice letter as
described above for the Commission to consider additional funding for the

Brentwood Terminal Rebuild project.

424 PG&E Reply Brief at 176-177.
425 PG&E Reply Brief at 175-176.
426 TURN Reply Brief at 52-53.
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3.5.3. GT and GD M&C Station OPP Enhancements
Program

This decision first briefly summarizes the OPP Enhancements Program.
This provides necessary background information to address the four disputed
cost categories of this program.

PG&E states it designed the gas transmission and distribution
Measurement and Control (M&C) Station Overpressure Protection (OPP)
Enhancements program to mitigate large overpressure (OP) events due to
equipment-related failure at regulator stations. According to PG&E, the industry
has found that certain regulator stations, referred to as pilot-operated, have a
higher likelihood of overpressure events compared to other M&C station
types.#?” These pilot-operated stations can fail when affected by contaminants in
the system.

PG&E asserts that the initiatives it is pursuing under its M&C Station OPP
program address certain failure modes of GT and GD stations. The initiatives
include: (1) installing filters for pilot-operated regulator stations; (2) performing
system planning studies, pilot studies, and program management; (3) including
evaluation and test modifications to the existing regulation devices on the low
pressure (LP) regulator stations to isolate the station during over- and
under-pressure scenarios; (4) retrofitting pilot-operated stations with automatic
shut-off valves or, if required, other technologies and relief valves; and
(5) including reconstruction of Large Volume Customer Meter (LVCM) facilities

that are inconsistent with current design standards and operating conditions.42

427 PG&E Ex-16-E at 6-17; PG&E Ex-03 at 6-60.
428 PG&E Opening Brief at 190-191.
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TURN recommends eliminating this program.4? Before addressing the
details of the four specific forecasts in dispute, two topics at the center of these
disputes are discussed first: (1) operational benefits, and (2) risk.

Regarding operational benefits, PG&E claims its GT and GD M&C Station
OPP Enhancements Program is designed to prevent overpressure events due to
equipment failure at pilot-operated gas regulator stations. Overpressure events
that occur if the primary OPP regulator fails can result in loss of containment
and, with ignition, result in significant injuries, fatalities, loss of service, and/or
equipment damage. PG&E claims that four factors drive its forecast for this
program.430

First, PG&E performed investigations of large overpressure events PG&E
experienced from 2011 to the present to determine the cause and to examine
mitigations. Second, PG&E collaborated with the industry to review
overpressure events in other areas of the country, such as the Merrimack Valley,
Massachusetts overpressure event in 2018. Third, PG&E reports that its practice
of installing secondary overpressure protection devices is recognized as one of
the leading practices in reducing the possibility of a gas overpressure event. For
example, PG&E states that it successfully installed devices on other stations
called slam shut devices (i.e., valves that automatically shut off gas if pressure
rises above a certain threshold). Fourth, a federal act was passed in 2020 to
protect and enhance the safety of pipeline infrastructure, resulting in a Pipeline
and Hazardous Materials Safety Administration (PHMSA) rulemaking that

would require operators to prevent and mitigate overpressure events using

42 TURN Opening Brief at 258.
430 PG&E Opening Brief at 193-194.
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appropriate secondary OPP devices. PG&E contends that its OPP program is
consistent with this pending rulemaking.

Regarding risk, PG&E states that its proposed overpressure protection
enhancement program is needed to address a significant portion of remaining
pilot-operated facilities that carry a risk of Large Overpressure Event
Downstream of Gas M&C Facility (LRGOP).#31 PG&E ranks the relative cost-
effectiveness of this LRGOP risk as the second lowest baseline risk score of all the
RAMP risks. The Commission’s Safety Policy Division explained that the
baseline risk is low because “the system is designed to prevent overpressure of
the pipelines.”432

TURN argues that, since PG&E began this program in 2017 and has
addressed 50% of the targeted assets by the end of 2022, PG&E should have been
prioritizing the highest-risk locations first. As a result, TURN contends that there
is relatively little LRGOP risk in lower-risk locations left to mitigate in this rate
case period.433

In response, PG&E states that it considered RSE scores as part of its
prioritization process,*3 but the station OPP program is not based on RSEs.
Instead, it is based on quantitative and qualitative analysis of large OP events,
causal evaluations, corrective actions, and industry best practices,*> discussed

above. However, industry best practices and pending rulemakings do not

431 PG&E Opening Brief at 86 and 195.
432 TURN Opening Brief at 252 to 253.
433 TURN Opening Brief at 252-253.
434 PG&E Reply Brief at 182.

435 PG&E Reply Brief at 183.
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determine the pace at which the OPP enhancements program should be
completed, according to PG&E.

With this background we now turn to the four specific disputed
components of the OPP Enhancements Program. These four are: (1) expense and
capital costs, (2) high-pressure regulator program, (3) Tionesta compressor
replacement, and (4) Los Medanos compressor replacement.

The Commission adopts neither expense nor capital funds for the OPP
Enhancements Program for the reasons explained below.

The GT and GD M&C Station OPP Enhancements Program involves both
expense and capital programs. The expense program (MATs FHQ and JTX)
includes installing pilot filters to reduce the likelihood of pilot-operated
regulator or monitor failure due to sulfur; and performing system planning
studies, pilot studies, and program management. The capital program (MATs
50N and 76G) includes retrofitting pilot-operated type stations with slam shuts
or, if required, alternate technologies and relief valves. For GD, PG&E’s
2023 forecasts are $1.807 million for expense (MAT FHQ), and $19.576 million for
capital (MAT 50N). For GT, PG&E’s 2023 forecasts are $1.073 million for expense
(MAT JTX), and $41.372 million for capital (MAT 76G).43¢

As mentioned above, TURN recommends eliminating this program due to
the very low cost-effectiveness of the program related to its low-risk reduction
benefits. PG&E maintains, however, that the program is justified by its

operational benefits, which PG&E claims TURN failed to recognize.43”

436 PG&E Reply Brief at 177.
437 PG&E Reply Brief at 178-181.
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Considering both the operational benefits and the cost-effectiveness of the
risk reduction benefits, the Commission finds that the operational benefits and
risk reduction benefits do not support continued funding of this program in this
GRC. Given that the riskier assets were addressed in the first phase of this
program, continued funding, if any, can be addressed in a future GRC.
Accordingly, the Commission adopts zero funding for MATs FHQ, JTX, 50N and
76G for this rate case period. If proposed PHMSA rules become final, PG&E shall

file an application for recovery to seek recovery for expenses and capital

expenditures recorded in the Gas Statutes Rules and Regulations Memorandum
Account (GSRRMA) that are reasonably necessary to comply with PHMSA rules.
Prior to recording such costs, PG&E shall file a Tier 2 advice letter to update the
GSRRMA to allow recovery of such costs.

3.5.4. High Pressure Regulator (HPR) Program
(Capital MWC 2K)

PG&E requests $17.853 million for this program in 2023. For the reasons
explained below, however, the Commission does not authorize funding for this
program but authorizes $17.853 million to be devoted to the Alternate Energy
Program.

PG&E reports that it uses high-pressure, spring-operated regulators
(HPRs) in district regulator stations that serve areas of low demand, including
individual customers, mostly in rural areas. According to PG&E, the HPR
program addresses gas leaks and the condition of HPR facilities. PG&E explains
that the scope of the program includes all HPR-type facilities, including Farm
Tap HPR sets and HPR-type district regulator stations.

PG&E states that HPRs are addressed by this program through several

different options. Where possible and cost-effective, HPR units will be removed
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and eliminated from the system in lieu of replacement so subsequent
maintenance will not be required. Alternatively, HPR units may be rebuilt or
updated to an acceptable design configuration or converted to a different district
regulator station where appropriate. An additional option, according to PG&E, is
to convert the HPR customer to a non-natural gas alternative source and then
remove the HPR and associated facilities.438

PG&E reports that the HPR program has existed for a decade and is now
approaching completion. There are still about 400 HPRs that need to be replaced,
according to PG&E. PG&E's forecast of $17.853 million in 2023 is based on
replacing 100 HPR units each year for the 2023-2026 period. PG&E states that its
2023 forecast for the HPR replacement program is less than half the amount
recorded in 2020 because PG&E is ramping down this program. At the pace of
replacing 100 HPRs per year, the program will be effectively completed in 2026.

The Commission is not convinced that PG&E has met its burden of proof
to justify funding this program. The Commission first approved replacing HPRs
when a 2011 report documented that the majority of leaks on the transmission
system were on HPR facilities. The Commission authorized this program,
however, without the benefit of RSE analysis. TURN recommends discontinuing
funds for the HPR program based on its lack of cost-effectiveness.

TURN also asserts that PG&E should now address relatively lower-risk
HPR assets compared to the relatively higher-risk assets it targeted in the early
years of the program. PG&E responds that the HPR mitigation program was
established to address all HPRs that have age and other risks, not just a subset of
high-risk assets. The record, however, shows that PG&E failed to provide

438 PG&E Opening Brief at 196-198.

- 140 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

evidence regarding age or useful life of the approximately 400 remaining HPRs.
Thus, the Commission is unable to judge the merits of the program based on
asset age or useful life. Further, the Commission is persuaded by TURN that
PG&E would have reasonably addressed higher-risk assets first, and the
program is now targeted at relatively lower-risk assets.

Gas rates are now higher than in 2011 when the HPR program was first
authorized, and there is growing interest in transitioning customers from gas to
electric service where reasonable. As PG&E stated, an additional option for the
HPR program is to convert the HPR customer to a non-natural gas alternative
source and then remove the HPR and associated service facilities.*3

Accordingly, in light of the affordability challenges posed by PG&E'’s
overall GRC proposal and the arguments regarding long-term gas planning
discussed above, the Commission does not authorize funds for replacing the
remaining HPRs at this time. We do, however, authorize diversion of funds
forecasted for the HPR Program to the Alternate Energy Program consistent with
the process established for using such funds discussed in Section 3.12.14. Thus,
the Commission adopts zero funding for the MAT 2K HPR Program for
2023-2026 and allocates $17.853 million to the Alternative Energy Program.

3.5.5. GT C&P Compressor Replacements and
Retirements: Tionesta Compressor
Replacement (MAT 76X)

PG&E requests $23.318 million to replace the Tionesta compressor station.
The Commission denies this request for the reasons explained below.
As background to this issue, PG&E describes its gas transmission (GT)

compression and processing (C&P’) Compressor Replacements and Retirements

439 PG&E Opening Brief at 196-198.
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Program as focusing on the management of PG&E'’s fleet of 41 compressor units
installed at stations located in its GT pipeline system and underground gas
storage facilities. The program includes both compressor replacements and
retirements. Approximately 65% of the units in PG&E’s compressor fleet are at or
over 40 years old, according to PG&E. Compressor replacements focus on
facilities typically in response to a specific driver (such as age, obsolescence,
change in regulatory requirements, or lack of service or spare parts from
manufacturers). Compressor retirements focus on the removal of facilities that
are no longer required for system operation and that results in a more efficient
operation of the gas system. Together, compressor replacement and retirement
initiatives mitigate equipment-related threats and risks that can adversely impact
gas system operations through the loss of service, loss of operating flexibility and
reliability, and inability to meet evolving industry and environmental
regulations.#40

PG&E’s 2023 GRC forecast for MAT 76X includes two projects: (1) the
Tionesta Compressor Station Retirement, and (2) the Los Medanos K-1
Compressor Replacement. This Section addresses the Tionesta Compressor
Station Retirement.

In the 2019 GT&D rate case, PG&E proposed replacing the Tionesta K-1
compressor unit. However, the results of the system planning studies conducted
in 2020 changed PG&E’s long-term strategy. In this GRC, PG&E now does not
seek to replace but recommends retirement of the Tionesta facility in 2025. PG&E
describes the retirement of the Tionesta facility as including two major activities:

(1) removal of the Tionesta equipment, structures, and piping; and (2) conversion

40 PG&E Opening Brief at 199-200.
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of the site to an M&C Complex station facility with remote controlled, main Line
valves.441

PG&E forecasts a total capital expense of $23.318 million for the Tionesta
Compressor Station Retirement project for the 2023 GRCs period. The cost of
retirement is forecast over a three-year period and includes $9.184 million,
$9.413 million, and $4.720 million in 2023, 2024, and 2025, respectively.442

TURN recommends disallowing PG&E's forecast for retiring the Tionesta
Compressor Station because TURN believes PG&E's request is comparable to a
second request for funding for “deferred work” that triggers the requirements of
the Deferred Work Settlement (DWS).443 According to the DWS, PG&E must
demonstrate additional facts to justify funds for deferred work, when the
following conditions arise.

1. The work was requested and authorized based on representations that
it was needed to provide safe or reliable service.

2. PG&E did not perform all of the authorized and funded work, as
measured by authorized (explicit or imputed) units of work; and

3. PG&E continues to represent that the curtailed work is necessary to
provide safe and reliable service.444

TURN argues that PG&E’s request for funds to retire the Tionesta
compressor meets these conditions. PG&E responds by asserting that application
of the DWS requirements is inappropriate because the third condition is not met

(i.e., PG&E no longer claims “that the curtailed work [replacement] is

441 PG&E Opening Brief at 205.
42 PG&E Ex-03-ES at WP 6-38, line 2.
443 TURN Opening Brief at 2243.

444 TURN Opening Brief at 93; PG&E Opening Brief at 57 to 58; D.20-12-005, Decision Addressing
the Test Year 2020 General Rate Case of Pacific Gas and Electric Company (December 3, 2020) at 37.
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necessary”). Rather, PG&E claims that replacement is not the same as retirement,
and the funding authorized for replacement was reasonably allocated to other
necessary projects.445

The Commission is not convinced. The evidence shows that PG&E is in
this GRC proposing the same or similar removal of the Tionesta equipment,
structures, and piping that it did in the 2019 GRC. Given that the Commission
already approved funds to remove the Tionesta compressor and PG&E is
requesting funds for the same work again, further application of the DWS
principles described above is required to demonstrate the reasonableness of this
request.

The DWS requires PG&E to describe how the specific funding request is
consistent with the three principles identified above.44¢ After initially denying
that a deferred work showing is required, PG&E stated that the adopted funding
in the 2020 proceeding was not spent on Tionesta compressor replacement and
that it was reallocated to other work in the gas operations portfolio.#” This
explanation does not demonstrate the reasonableness of any alternate work
PG&E performed using the already authorized $38.7 million for replacing the
Tionesta compressor. The amount of $23.318 million requested to remove and
convert the Tionesta compressor facility in this GRC cycle is more than covered
by the $38.7 million PG&E already received to remove and replace it.
Accordingly, PG&E’s forecast for a total capital expenditure of $23.318 million

445 PG&E Reply Brief at 195-198.

446 D.20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric
Company (December 3, 2020) at 324-326; TURN Ex-19-Attachment 1, Settlement Agreement,
Section 5.2 at 36-37.

447 PG&E Reply Brief at 198.
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for the Tionesta Compressor Station Retirement project for the 2023 GRC period
is denied.

3.5.6. GT C&P Compressor Replacements and
Retirements: Los Medanos Compressor
Replacement (MAT 76X)

The Commission authorizes PG&E's request of $50.980 million in the
2023 GRC period for one compressor replacement project at the Los Medanos
Storage Facility. That project is identified as Los Medanos K-1. To explain this
result, this decision first describes the facility. The decision must then briefly
trace the project’s history and Commission treatment over the last few rate
proceedings in order to put the decision in context.

Los Medanos K-1, a Cooper Bessemer GMVM V-12 (Quad) unit installed
in 1981, is considered by PG&E to be obsolete. According to PG&E, there were
few installations of this model compressor, technical support from the original
equipment manufacturer (OEM) is declining, and there has been a notable cost
increase in OEM replacement parts. PG&E forecasts a total capital expenditure of
$50.980 million for the Los Medanos K-1 compressor replacement project for the
2023 GRC period, including costs to replace an obsolete compressor, replace
associated equipment, install a compressor building, and modify any ancillary
systems that must be upgraded to accommodate the new unit.448

The relevant Commission treatment starts in 2016, when the Commission
authorized PG&E to recover $57.032 million for the Los Medanos compressor
station upgrade project and $54.1 million for the Burney compressor upgrade

project.#49 The Los Medanos compressor ultimately was not upgraded due to

448 PG&E Ex-03-ES at WP 6-38, line 3.

449 D.16-06-056, Decision Authorizing Pacific Gas and Electric Company’s 2015-2018 Revenue
Requirement for Gas Transmission and Storage Services and Adopting Interim Rates (June 23, 2016).
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PG&E's decision to pursue the Natural Gas Storage Strategy (NGSS), so PG&E
did not spend funds on the Los Medanos project at that time.450

In the 2019 proceeding,*! TURN challenged the reasonableness of a
$16.1 million cost overrun on the Burney project. But the Commission found that
PG&E had justified the increased costs. It also found that $4.95 million of the cost
overruns should have been attributed to PG&E'’s Physical Security program
instead. In effect then, the Commission approved a net cost overrun of
$11.15 million for the Burney project ($16.1 million minus the $4.95 million
reclassified as Physical Security).*52 There was no deferred work issue raised in
that case with respect to the Los Medanos compressor upgrade because, at that
point, PG&E stated it was intending to cease operations and requested no funds
for that project.

In this rate case, PG&E is proposing to retain the Los Medanos field, while
requesting $50.980 million of capital over this rate case period for upgrading the
compressor. This upgrade, however, was arguably already funded at
$57.032 million in D.16-06-056.

TURN recommends that PG&E's request be disallowed because: (1) PG&E
has not provided the required showing consistent with DWS, and
(2) $11.2 million was used to cover the cost overruns on the Burney compressor
station project, leaving $45.9 million of the amount adopted for the Los Medanos

compressor replacement unaccounted for (the originally authorized $57.0 million

450 TURN Opening Brief at 247-248.

451 D.19-09-025 Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service (September 12, 2019) at 99-102.

4521.19-09-025 Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service (September 12, 2019) at 99-102.

- 146 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

minus $11.2 million).453 PG&E replies that the Los Medanos Compressor project
is not deferred work and that the funds previously authorized were properly
reprioritized.

In reaching our decision, the Commission first finds that the Los Medanos
2023 compressor replacement project meets all three criteria of the Deferred
Work Settlement (DWS).454 The work was requested and authorized in
D.16-06-056; PG&E clearly did not perform the work; and PG&E continues to
represent that the curtailed work is necessary to provide safe and reliable service.

PG&E argues that the DWS does not apply because in the 2019 rate
proceeding no party raised the issue of a ratemaking adjustment for PG&E’s
decision not to replace the Los Medanos compressor, and the Commission did
not on its own address the issue as deferred work. The Commission disagrees.
The DWS does not specify timelines for the criteria, and the Commission does
not find that the timing of this issue being before the Commission now
invalidates the DWS. That is, there is no implied waiver for not contesting
deferred work in the 2020 proceeding.

Second, in applying the DWS, the DWS does not specify in what manner
PG&E must demonstrate the reasonableness of alternative work. After the
2015 rate case, PG&E testified, and the evidence shows, that funding from the
Los Medanos project was used to cover $36.5 million of spending over adopted
funding on the Physical Security and Upgrade Station Controls programs, and an

additional $11.2 million was used to cover the cost overruns due to incremental

453 PG&E Opening Brief at 201, citing to TURN Ex-07 at 40.

454 Adopted in D.17-05-013, Decision Authorizing Pacific Gas and Electric Company’s General Rate
Case Revenue Requirement for 2017-2019 (May 11, 2017) and extended in D.20-12-005, Decision
Addressing the Test Year 2020 General Rate Case of Pacific Gas and Electric Company (December 3,
2020).
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scope for the Burney Compressor replacement. Moreover, the Los Medanos
compressor replacement project was reasonably deferred due to changes in the
status of Los Medanos decided by the Commission in D.19-09-025.

Based on these circumstances and prior Commission decisions, the
Commission is persuaded by PG&E’s explanation regarding its use of the funds
originally intended for the Los Medanos replacement project but reprioritized to
other necessary work. Accordingly, the Commission adopts PG&E’s capital
forecast for the Los Medanos compressor replacement project (MAT 76X) of
$50.980 million for the Los Medanos K-1 compressor replacement project for the
2023 GRC period, including the following for each year: $9.970 million,
$10.219 million, $15.373 million, and $15.418 million in 2023, 2024, 2025, and
2026, respectively.455

3.6. Gas Storage

PG&E'’s Gas Storage includes several asset types: (1) wells and reservoirs
for underground gas storage facilities; (2) surface facilities; and (3) gas pipelines
at the underground storage facilities.4> PG&E states that it currently operates
three storage facilities: McDonald Island, Los Medanos, and Pleasant Creek. In
total, PG&E describes its facilities as including 109 injection and withdrawal
wells equipped with over 200 miles of casing and tubing that extend
approximately one mile into the earth to the storage reservoirs.4” Additionally,
PG&E states that Gas Storage includes approximately 14 miles of transmission
pipe and ancillary equipment (of which four miles are designated in high

consequence areas); 271 surface and downhole safety valves; and 178 well

455 PG&E Ex-03-ES at WP 6-38, line 3.
456 PG&E Opening Brief at 207.
457 PG&E Opening Brief at 207-208.

- 148 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

measurement meters, wellhead separators, and flow controls. PG&E also
maintains a 25% interest in the Gill Ranch Storage Facility.458

3.6.1. Natural Gas Storage Strategy

This Section provides information regarding how gas supply, demand,
storage, and withdrawal are interrelated and analyzed or calculated.** In the
1960s and 1970s, when the demand for natural gas was growing and supply from
in-state fields was declining, PG&E commissioned three storage facilities at
McDonald Island, Los Medanos, and Pleasant Creek. PG&E’s states that its
storage fields were funded by its bundled customers and, at that time, were the
only storage facilities connected to its transmission system. Initially, PG&E
explains that the sole purpose for its storage fields was to provide reliability
services. Eventually, as price competition was introduced, PG&E states that
storage fields were also used to provide commodity price management services
to noncore customers, which allows lower-priced gas to be stored and used when
gas prices are higher.460

By the end of the 20th century, PG&E’s storage capacity exceeded its
reliability needs. In addition, Independent Storage Providers (ISP) were
permitted to connect to, and operate on, PG&E’s transmission system. The ISPs
newer storage fields had a lower cost structure and were constructed with more

modern technology 46!

458 PG&E Opening Brief at 207-208.

459 See also, D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service (September 12, 2019) for background and
history of the components of PG&E’s gas storage system.

460 PD.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service (September 12, 2019) at 20.

461 D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service (September 12, 2019) at 20.
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In 2018, the California Department of Conservation’s Division of Oil, Gas
and Geothermal Resources (DOGGR) implemented new rules for storage service
providers.42 Compliance with the new rules required PG&E to retrofit its wells
and perform additional inspections, both of which have increased costs and
reduced the overall withdrawal capacity of PG&E'’s storage facilities. Given these
changes, PG&E weighed the costs and benefits of maintaining the price
commodity services for its ratepayers. PG&E concluded that it would cede the
business of firm storage-based price management services to the independent
storage providers and revise its existing gas storage services to focus on
reliability.463

PG&E proposed to implement this direction in the last GRC by leaving the
commercial storage market and reducing its storage holdings to only the amount
necessary to provide reliability services (e.g., managing unplanned outages and
inventory fluctuations). To that end, PG&E sought to size its storage assets using
a reliability supply standard and a supply strategy outlined in a Memorandum
of Understanding, executed between PG&E, several independent storage
providers, and TURN.464

The above reforms have been collectively referred to as PG&E’s Natural
Gas Storage Strategy (NGSS).465 The 2019 Natural Gas Storage Strategy included
switching to a reliability-focused storage service strategy by (1) implementing a

new reliability supply standard, (2) modifying its storage services, and

462 On January 1, 2020, the name of DOGGR changed to the California Geologic Energy
Management Division (CalGEM).

463 D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service (September 12, 2019) at 21.

464 TURN Opening Brief at 266.
465 TURN Opening Brief at 266.
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(3) restructuring its asset holdings. In this way, PG&E states it intends to save

money over the next 20 years by not offering a price commodity service.46¢

3.6.2.

Peak Day Supply Standard

A key component of the 2019 Natural Gas Storage Strategy is an analysis

of the demand and available supply on a peak day to determine the necessary

amount of gas storage capacity. In this proceeding, PG&E provided a modified

and updated supply standard,*” reflecting current information and forecasts, as

well as events which have occurred since the 2019 GT&S proceeding .48 PG&E’s

calculations are presented in Table 3-B, below.4°

Table 3-B

Updated Peak Day Supply Standard Analysis (MMcfd)

Management and
Reserve Capacity

2019 Winter Winter Winter

NGSS
Demand Design 2021-2022 2022-2023 2023-2024
1. Core 2,493 2445 2572 2575
2. Industrial Demand 522 578 458 460
3. Electric Generation 928 457 897 908
4. Off-System and 123 123 123 123
Shrinkage
5. Total Demand Sum Line 1-4 4,066 3,603 4,050 4,066
6. Total Combined 3,760 3,723 3,723 3,723
Northern and Southern
Supply
7. Withdrawal needed to | Line 5 minus 6 306 -120 327 343
meet demand only
8. Inventory 550 550 550 550

466 PD.19-09-025 at 21-23.

467 TURN Opening Brief at 267. In D.19-09-025 (2019 GT&S decision), peak day analysis was
referred to by the Commission as the Reliability Supply Standard. It is referred to in this case as
the Peak Day Supply Standard analysis. See also, PG&E Opening Brief at 211.

468 PG&E Ex-03 at 7-43 and 7-46.
469 PG&E Ex-16 at 7B-13 (Table 7B-1).

-151 -




A.21-06-021 COM/JR5/nd3

ALTERNATE PROPOSED DECISION (Rev.1)

2019

Winter

Winter

Winter

9. Total withdrawal
needed from PG&E
Storage

Line 7 plus 8

856

430

877

893

10. Forecast Withdrawal
Capacities at McDonald
Island and PG&E Gill
Ranch before any
capacity investments

808

750

662

11. Capacity Shortfall

Line 10 minus 9

378

-127

-231

Capacity Investments

12. Retaining
Los Medanos

191

180

168

13. Cross Compression

94

93

14. Additional Wells at
McDonald Island

15. Restore PG&E Gill
Ranch to 100 MMcfd

22

30

38

16. Total Capacity
Additions

Sum Lines 12-15

213

304

299

17. Forecast PG&E
Storage capacities after
investments

Sum line 10 plus
16

1,021

1,054

961

18. Surplus or shortfall
after identified
investments

Line 17 minus 9

591

177

68

In Table 3-B, the column entitled “2019 NGSS Design” represents the

forecasts that were included in the 2019 NGSS. The columns to the right of the

NGSS Design column reflect gas demand if a peak day occurred during a

forecast winter (e.g., 2021-2022, 2022-2023, 2023-2024). The rows reflect the

demand for gas by PG&E customers, the supply of gas, and the capacity of

PG&E facilities to store and withdraw gas to meet the demand. This data

illustrates the elements of the NGSS that determine whether PG&E's facilities

have sufficient storage and withdrawal capacity to meet demand.

The Peak Day Supply Standard is critical for advance planning to ensure

that PG&E has sufficient gas transmission and storage resources on peak day
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events.#’0 In this GRC, the updated Peak Day Supply Standard in Table 3-B helps
to determine the amount storage capacity that is included in PG&E’s forecasts.
PG&E's evidence in this GRC shows the potential for gas storage capacity
shortfalls through the 2026-2027 winter. These shortfalls could require
shutoffs.4”! Consequently, a decision on a peak day forecast must be made in
order to determine the amount of storage withdrawal capacity that PG&E needs
during this GRC cycle. The forecasts for core and electric generation demand and
the capacity investments proposed to meet that demand are disputed by parties
and discussed below.

3.6.3. Core Peak Demand Forecast

The Core Demand is the forecast demand for core customers anticipated
during the coldest day-in-10-years (also referred to as “1-in-10 peak day
demand” or “peak day gas demand”). PG&E estimates that peak day gas
demand by core customers at 2,580 million cubic feet per day (MMcfd) in the
winter of 2022-23 and increase to 2,622 MMcfd by the winter of 2026-2027.472
PG&E’s estimate includes the following factors: (1) an updated core customer
peak day forecast model created by Marquette Energy Analytics, a firm with
recognized expertise in gas demand modeling under contract to PG&E;*73

(2) data in the 2020 California Gas Report;*7* (3) the retirement of Diablo Canyon

470 PG&E Opening Brief at 211.

471 PG&E Opening Brief at 211-212.

472 PG&E Ex-13, Table 7-15 and Table 7-48.

473 PG&E Opening Brief at 215-216; TURN Opening Brief at 272.
474 TURN Opening Brief at 269.
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Power Plant in 2024 and 2025;47> and (4) and the connection of thousands of new
customers since 2013.476

TURN, Wild Goose, LLC (Wild Goose), and Lodi Gas Storage, LLC (Lodi)
recommend the Commission adopt a core peak day gas demand forecast of
2,384 MMcfd per year for the rate case period*”” based on the system recorded
core peak demand in December 2013.478 These parties assert that 2,384 MMcfd
represents a conservative but reasonable forecast because core peak day gas
demand has been in continual decline since that peak in 2013.47 Furthermore,
these parties contend the following: (1) since average daily demand is forecasted
to decrease, peak day demand should decrease as well; (2) customers are making
energy efficiency improvements and a serious effort to electrify buildings has
begun; (3) PG&E’s demand forecasts, including core demand, are only based on
two years of data, which is not sufficient for a forecast through 2027; (4) the peak
day core demand that occurred in December 2013 (2,384 MMcfd) was lower than
the core demand reflected in PG&E’s updated Peak Day Supply Standard
analysis; and (5) the core peak demand forecast from the 2019 GT&S rate case
should continue to be used.48

The Commission recognizes that considerable uncertainty exists relative to
trends in core customer gas use and the demand forecast. The average core

demand appears to be declining based on the factors identified by TURN and

475 PG&E Ex-03 at 7-47.

476 PG&E Reply Brief at 208. Wild Goose and Lodi are two ISPs and owned by Rockpoint
Storage, LLC.

477 TURN Opening Brief at 281.
478 TURN Opening Brief at 273.
479 TURN Opening Brief at 273.
450 PG&E Opening Brief at 215 to 218; PG&E Reply Brief at 209; TURN Opening Brief at 269-273.
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others. PG&E correctly states, however, that it has connected several thousand
new customers since the peak usage in 2013. Moreover, there are significant
uncertainties around future demand as a result of climate change and the
Commission recognizes the need to responsibly plan for extreme weather
conditions. PG&E addressed the uncertainty by using an updated model with
the most recent data that accounts for a range of uncertainties. As a result, the
Commission is persuaded by PG&E’s evidence and, accordingly, the
Commission’s determination of a reasonable cost forecast for this rate case
period (2024-2026) is based on PG&E’s core peak demand forecast based on the
2022 California Gas Report shown in Table 3-B, above.

3.6.4. Electric Generation Demand Forecast

The second largest component of peak day demand, shown in Table 3-B, is
natural gas used by electric generation customers.*81 This is the gas needed for
electric generators to support electric reliability on a peak winter day.*82 PG&E
presents its forecast for this peak demand event in Table 3-B, above (line 3).483
PG&E's forecast, shown in PG&E Exhibit-03,484 is 740 MMcfd for the winter of
2022-23, which declines slightly and then increases to 892 MMcfd by the winter
of 2026-2027. The increase starting in the winter of 2024-25 reflects the
anticipated retirement of the Diablo Canyon nuclear units.*5

TURN, Wild Goose, and Lodi disagree with PG&E's electric generation gas

forecast for the following reasons: (1) it represents something more like total

481 PG&E Ex-16 at 7B-13 (Table 7B-1).

482 PG&E Ex-03 at 7-49.

483 PG&E Ex-03 at 7-48 (Table 7-15, line 3).
484 PG&E Ex-03 at 7-48 (Table 7-15).

485 TURN Opening Brief at 273-274.
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expected electric generation gas demand rather than the minimum electric
generation demand to support electric reliability on a peak winter day; (2) it did
not take into account the many new non-gas resources with an accelerated
buildout approved in the Commission’s Preferred System Plan adopted in
D.22-02-004; (3) the core and electric generation demands will not peak on the
same day; (4) PG&E should have used a “power flow analysis;” and (5) PG&E’s
forecast does not include or reflect data from the 2022 California Gas Report (CGR).

Based on these considerations, TURN recommends an electric generation
gas demand forecast based on an average peak-to-average demand ratio of
1.40 applied to the average monthly peak electric generation (EG) gas demands
from the 2020 CGR. This results in a TURN forecast of adjusted electric
generation gas peak day demand of 606 MMcfd for winter 2022-23, 599 MMcfd
for 2023-24, 601 MMcfd for 2024-25, and 615 MMcfd for 2025-2026.486

After careful consideration, the Commission is persuaded by PG&E and
will rely on its electric generation gas forecast for determining a cost forecast. As
explained below, however, the Commission increases the usage forecast for the
following reasons, taking into consideration the 2022 California Gas Report.

First, PG&E acknowledges that its forecast does not use the Preferred
System Study (wherein the Preferred System Study reflects increased renewable
generation that is not natural gas-fired). We adopt an updated peak day demand
forecast from the 2022 California Gas Report (which incorporates the Preferred
System Plan from D.22-02-004). The effect of incorporating the Preferred System

486 TURN Opening Brief at 278.
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Study is to produce higher electric generation demand from 2022-2027 than
PG&E's forecast.487

Second, the parties” forecasts assume early retirement of Diablo Canyon
and do not take into account that Diablo Canyon is likely to remain in operation
through 2026.48 The Diablo Canyon power plant is likely to continue in
operation due to the extension of the operation of Diablo Canyon for up to five
years by Senate Bill 846 and the Nuclear Regulatory Commission’s March 2023
letter allowing PG&E to update its previous license renewal application. PG&E's
forecast reasonably considers other factors, however, which helps balance the
uncertainty of Diablo Canyon’s operation. These facts include the increase in
electric demand to fuel electric cars, general economic growth, and the growth of
all-electric homes, that will likely increase the peak day need for gas-fired
generation. 48

Third, the Commission must consider the impact of core customer and
electric generation gas demand peaking on the same day. That is, both PG&E
and TURN estimate that 23% of the time there is a correlation between core
customer peak demand and electric generation peak demand. This correlation

cannot be ignored and is reasonably considered in PG&E's forecast.

487 PG&E Opening Brief at 218-219.

488 Senate Bill 846 authorizes the extension of operating the Diablo Canyon Nuclear power plant
beyond the current expiration dates (of 2024 for Unit 1 and 2025 for Unit 2), to up to

five additional years (no later than 2029 and 2030, respectively), under specified conditions.

SB 846 Floor Analyses, Chapter 239, September 1, 2022; Further, on June 30, 2023, Official Notice
was taken of the March 2, 2023 Nuclear Regulatory Commission’s letter allowing PG&E to
update its previous license renewal application and submit a sufficient license renewal
application for DCPP Units 1 and 2, by December 31, 2023, and, if it does so, receive timely
renewal protection under 10 CFR 2.109(b).

https:/ /www.nrc.ecov/docs/ML.2302/ML23026A109.pdf.

489 PG&E Opening Brief at 219.
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Fourth, PG&E acknowledges that its forecast was not developed using a
power flow analysis. We use the 2022 California Gas Report, however, which did
use a power flow analysis. The result is a higher electric generation peak day
demand forecast than that of PG&E.4%0

Fifth, the Commission considers the relevance of both the 2020 and 2022
California Gas Reports to the parties’ forecasts. The electric generation numbers in
the 2020 California Gas Report are for average daily winter demand, not peak day
demand. The demand forecast from the 2022 California Gas Report is peak day
and is the most recent data. The result is a higher forecast for electric generation
than that of PG&E.#9

Sixth, there are important new conditions due to CalGEM requirements for
well re-inspection intervals. The result is a loss of storage withdrawal capacity
due to increased well inspections required by CalGEM regulations.42 PG&E’s
electric generation forecast is more conservative than that of the other parties by
considering the new well re-inspection intervals.

Based on all these factors, Commission relies on the 2022 California Gas
Report for cost forecasting purposes in this this proceeding and the electric
generation peak day demand as shown in the Table 3-B, above

3.6.5. Other Gas Supply Demand Components and
Total Demand

Parties do not dispute industrial demand, off-system use, and shrinkage.
The Commission relies on those forecasts as shown in Table 3-B, above, for

purpose of determining cost forecast in this proceeding.

490 PG&E Opening Brief at 221.
491 PG&E Opening Brief at 221-222.
492 PG&E Opening Brief at 224.
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To those forecasts we add the results for core and industrial demand to
produce the adopted total gas demand, as shown in Table 3-B. This demand
forecast is (based on PG&E’s Revised Table 7-1543 and the 2020 and
2022 California Gas Reports***) only approved for the winter of 2023 through 2024.
This is because the parties have not provided forecasts for 2024 that include the
continued operation of both Diablo Canyon units.

As a result, the Commission finds that the gas supply standard should be
improved to resolve uncertainties presented by parties” disputes over the
definition of the electric generation standard and data. Consequently, the
Commission directs PG&E to include an update to its revised Peak Day Supply
Standard in a new application discussed in Section 3.6.7 below. The purpose of
requiring PG&E to resubmit its supply standard is to improve its methodology
and include changed circumstances, such as changes in the operation of the
Diablo Canyon Power Plants after 2025,4% the Preferred System Study, the latest
California Gas Report, and the impact of new well inspection regulations on gas

storage capacity, among others.4%

493 PG&E-03 at 7-48 (Table 7-15).
494 PG&E Ex-16 at 7B-13 (Table 7B-1).

49 Senate Bill 846 authorizes the extension of operating the Diablo Canyon Nuclear power plant
beyond the current expiration dates (of 2024 for Unit 1 and 2025 for Unit 2), to up to five
additional years (no later than 2029 and 2030, respectively), under specified conditions. SB 846
Floor Analyses, Chapter 239, September 1, 2022; Further, on June 30, 2023, Official Notice was
taken of the March 2, 2023 Nuclear Regulatory Commission’s letter allowing PG&E to update
its previous license renewal application and submit a sufficient license renewal application for
DCPP Units 1 and 2, by December 31, 2023, and, if it does so, receive timely renewal protection
under 10 CFR 2.109(b). https:/ /www.nrc.gov/docs/ML2302/MIL23026 A109.pdf.

495 TURN Opening Brief at 284.

4% Note: no aspect of this decision makes any assumptions regarding how costs should be
allocated among the core and noncore customers in the GT&S Cost Allocation and Rate Design
proceeding. TURN Opening Brief at 286.
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3.6.6. Curtailment Process

The parties contend that PG&E's curtailment process may substitute for
reserve capacity.*” To assess this, we first briefly describe PG&E’s storage
services.

PG&E provides two storage services in addition to core storage: inventory
management and reserve capacity. Inventory management includes gas storage
capacity needed to operate the system and to meet large intraday demand
swings created by core and electric generation gas customers. Reserve capacity is
intended to provide the system with an intraday supply of gas in case of
significant unplanned equipment outages or other supply problems (e.g.,
forecasting errors, reduction of supply at an interconnect, demand forecast
uncertainty, a pipeline outage). When an outage or other event occurs that is
beyond the capability of the reserve capacity to serve, PG&E has a process for
curtailing service to certain non-core customers.*%

In D.19-09-025, the Commission directed PG&E to propose improvements
in its curtailment process for consideration in this rate case. The Commission also
ordered that PG&E’s proposal evaluate whether PG&E can implement hourly
curtailments.*” PG&E’s showing here, however, does not address how its
curtailment process can be improved. Moreover, its evaluation of hourly

curtailments is essentially limited to arguing they are not feasible.500

497 PG&E Opening Brief at 224-230.

498 D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service at 36; PG&E Ex-03 at 7-54.

499 D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service at 34, 35, 40, and 322 (OP 10).

500 PG&E Opening Brief at 224-232.
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The result is that the Commission lacks sufficient evidence in this
proceeding to consider modifying PG&E's curtailment process as a substitute for
reserve capacity. As the parties have correctly noted,>0! the Commission has
approved curtailment orders for other utilities.502

Accordingly, the Commission once again directs PG&E to address this
issue and, within 180 days of the effective date of this decision, file an application
for authority to revise its curtailment procedures similar to the curtailment
procedures of other large energy utilities. PG&E’s application should consider
input from stakeholders consistent with past practice. The Commission expects
PG&E and parties to provide sufficient evidence to allow us to consider
improvements in PG&E’s curtailment protocol

3.6.7. Los Medanos Storage Facility

The Los Medanos gas storage facility is located in Contra Costa County
and was placed into service in 1980. It is the second largest of PG&E’s storage
fields, with a design working capacity of approximately 12 billion cubic feet
(BCEF). This facility has 16 injection/withdrawal wells and two observation wells
for monitoring reservoir integrity .50

The Commission approved a process in the 2019 GT&S case for
decommissioning the Los Medanos storage facility. The process involved PG&E
addressing storage capacity uncertainties after the shutdown. In particular,

PG&E was required to address: (1) whether PG&E would have the requisite

500 TURN Opening Brief at 282-283.

502 D.16-07-008, July 14, 2016, A15-06-020, Application of Southern California Gas Company and
San Diego Gas & Electric Company for Authority to Revise their Curtailment Procedure
https:/ /docs.cpuc.ca.gov/PublishedDocs/Published /G000/M165/K051/165051361.pdf.

508 PG&E Ex-03 at 7-7; D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s
2019-2022 Revenue Requirement for Gas Transmission and Storage Service at 58.
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storage capacity to operate without the Los Medanos storage field, and (2) other
supply constraints that could be exacerbated by closing Los Medanos. Relatedly,
the Commission also noted possible uncertainties in the estimates of the
withdrawal and injection capacity at the McDonald Island facility after PG&E
began complying with DOGGR (now CalGEM) regulations.504

PG&E now proposes retaining the Los Medanos gas storage facility. PG&E
makes that recommendation based on the following: (1) a shortfall in gas
withdrawal capacity identified by its gas supply forecasts and analysis; (2) the
relative cost-effectiveness of operating Los Medanos compared to other
alternatives; and (3) the claim that ISP capacity is not a reasonable substitute for
Los Medanos.505

TURN recommends not retaining the Los Medanos storage field. TURN
argues that its revised gas supply standard analysis shows no shortfall in gas
storage. In support, TURN claims that its revised analysis exhibits a margin for
error of at least 134 MMcfd in each year of the forecast period.>% Further, TURN
describes three other factors that may increase the supply of gas compared to its
demand. First, there is an increased possibility that the Diablo Canyon power
plant will continue to operate for another five years, significantly reducing the
need for gas-fired electric generation on peak days, as well as throughout the

year.5%7 Second, TURN contends that an additional 250 MMcfd of withdrawal

504 D.19-09-025, Decision Authorizing Pacific Gas and Electric Company’s 2019-2022 Revenue
Requirement for Gas Transmission and Storage Service at 71-72.

505 PG&E Opening Brief at 233-243.
506 TURN Opening Brief at 281-282.

507 Senate Bill 846, Floor Analysis, Ch. 239, September 1, 2022; see also TURN Opening Brief at

282 regarding the Nuclear Regulatory Commission’s March 2, 2023 decision to allow PG&E to

update its previous license renewal application. Further, on June 30, 2023, Official Notice was
Footnote continued on next page.
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capacity could be eliminated by PG&E adopting a gas curtailment system similar
to that employed by Southern California Gas Company (SoCalGas). Third,
TURN recommends investigating whether the installation of additional pipes to
connect a Rockpoint gas storage field to the PG&E transmission system would
eliminate constraints and supplement withdrawal capacity.58

The Commission finds substantial uncertainties remain, and the evidence
fails to establish that PG&E has the requisite storage capacity to operate without
Los Medanos. Therefore, the Commission finds that PG&E should maintain its
operation of the Los Medanos Storage Facility.

Further, the evidence does not sufficiently show the impact new inspection
regulations will have on gas storage capacity. Accordingly, the Commission
requires PG&E to provide an update regarding this impact in its application to

revise its supply standard discussed above.

3.6.8. Gas Well Drilling (MAT 3L1)
PG&E proposes a forecast to support drilling 12 new wells at the

McDonald Island facility during the rate case period. Three of these 12 new wells
will address the capacity shortfall forecasted in PG&E’s Peak Day Supply
Standard analysis discussed above. The remaining nine wells will provide
needed withdrawal and deliverability capacity given increased re-inspection
frequency, reworks/retrofits, and CalGEM regulations.>® PG&E forecasts the
well drilling capital costs to be $18.886 million in 2023, $45.884 in 2024, and

taken of the March 2, 2023 Nuclear Regulatory Commission’s letter allowing PG&E to update
its previous license renewal application and submit a sufficient license renewal application for
DCPP Units 1 and 2, by December 31, 2023, and, if it does so, receive timely renewal protection
under 10 CFR 2.109(b). https:/ /www.nrc.gov/docs/ML2302/MIL23026 A109.pdf.

508 TURN Opening Brief at 284.
509 PG&E Ex-03 Vol. 2, WP at 47; PG&E Opening Brief at 243.
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$32.973 in 2025.510 TURN opposes PG&E’s request, contending that the analysis
of gas supply does not demonstrate the need for new wells.511

As discussed above, the ability of PG&E's well storage to meet the
forecasted demand is uncertain for a number of reasons. First, the forecast for
total demand is unclear, particularly given the need for gas during uncertain
future extreme weather events. Second, the impact on well storage capacity due
to mandated increases in well inspections has yet to be fully determined. Third,
although the continued operation of Diablo Canyon in 2024-2026 appears likely,
the margin of error for PG&E’s storage capacity to meet demand is low, even
with the retention of the Los Medanos. For example, even with retaining
Los Medanos but without new wells, Revised Table 3-B above shows a surplus in
gas storage capacity next winter of only 68 MMcfd.

Based on these and other uncertainties, the evidence justify the forecast as
it demonstrates a need for additional well drilling. Accordingly, the Commission
adopts PG&E’s request for capital costs for additional well drilling tracked in
MAT 3L1 of $18.886 million in 2023, $45.884 in 2024, and $32.973 in 2025.

3.6.9. Well Reworks and Retrofits
(Capital - MAT 3L3)

The Well Reworks and Retrofits activity (or “reworks”) addressed in this
Section is a capital program. (A subsequent Section will address the expense
portion). This capital program involves converting wells from their existing
condition to dual barrier construction consistent with CalGEM requirements and
regulations. Reworks can also be required by other activities, such as pressure

testing. The MAT 3L3 funding category includes the capital work associated with

510 PG&E Opening Brief at 244.
511 TURN Opening Brief at 300.
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retrofit, repair, or assessment of the storage well to: (1) mitigate a single point of
failure (i.e., installation of dual barrier); (2) assess the condition of a well; and/or
(3) perform corrective work.512

PG&E forecasts 56 reworks over the rate case period. PG&E’s 2023 capital
expenditure forecast is $85.199 million. However, as reworks are completed, the
capital expenditures decline to $18.553 million in 2026.513 The parties dispute the
number and cost of reworks. We address each in turn.

3.6.10. Number of Gas Well Reworks
PG&E forecasts 40 of the 56 gas well reworks will be associated with wells

that are scheduled for conversion. The remaining 16 reworks are associated with
emergent or unplanned work. PG&E states that emergent work is identified
during the course of routine monitoring, surveillance, and/or testing as
requiring a rig to be brought in for further investigation and/or mitigation.

TURN recommends two emergent reworks per year for a total of eight
through 2026, thereby reducing the 2023 capital expenditure forecast by
$22.148 million to $63.051 million.51* TURN’s lower forecast is based on the
number of reworks in PG&E's initial filing.

The Commission is persuaded by TURN. In its revised testimony, PG&E
increased the number of emergent reworks in anticipation of an increase in the
number of well pressure tests required by CalGEM and the need for a rig. The
number, however, is essentially unknown.515> Given this uncertainty, the

Commission approves PG&E’s initial estimate of reworking two emergent wells

512 PG&E Opening Brief at 246.
513 PG&E Reply Brief at 229-230.
514 PG&E Reply Brief at 230.

515 TURN Opening Brief at 291.
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per year. If a higher number of well reworks is needed, PG&E may account for

the difference by an adjustment in the Gas Storage Balancing Account.516

3.6.11. Cost of Gas Well Reworks
PG&E classifies well reworks into three types with differing costs: Types 1,

1la, and 2. Because the work for each type varies, the costs also vary. Typically,
PG&E explains, Type 1 reworks are the least expensive and Type 2 the most
expensive. PG&E used a cost calculator to estimate the cost for each type of
rework and averaged the costs to arrive at an overall unit cost forecast of
$3.298 million per well (in 2020 dollars). PG&E contends that its averaging
approach captures the range of costs across each type of well and category.51”

TURN recommends a lower cost of $3.031 million per well (in
2020 dollars). TURN's approach primarily uses a weighted average instead of a
simple average.5® The Commission finds TURN’s forecast based on the weighted
average to be reasonable and uses it to determine the 2023 Well Reworks and
Retrofits activity forecast.

As a result of our use of TURN’s evidence on the adopted number and cost
of reworks, the Commission adopts a total well rework forecast (MAT 3L3) of
$63.051 million for 2023, $56.891 million for 2024, $6.717 million for 2025, and
$6.869 million for 2026 (subject to adjustment in the Gas Storage Balancing

Account if a higher number of well reworks are needed).

516 TURN Opening Brief at 292.
517 PG&E Opening Brief at 249.
518 TURN Reply Brief at 287 to 290-293.
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3.6.12. Gas Controls and Monitoring (Capital
MAT 3L5)

PG&E states that the Controls and Monitoring program includes installing
safety-related equipment to monitor pressure and flow at PG&E’s storage fields.
Projects in this program include installation or replacement of equipment to:

(1) monitor pressure at storage fields; (2) monitor injection flow at McDonald
Island; (3) replace older monitoring equipment at McDonald Island. In addition,
this program includes necessary control upgrades at the Los Medanos facility.
These upgrades mitigate storage well control failures or an inability to monitor
well performance that can result in a loss of gas isolation, uncontrolled flow, or
lost production from a storage well.

TURN objects to the funding of control upgrades at the Los Medanos
facility .51 Since the Los Medanos facility is being retained as discussed above,
the Commission adopts PG&E's forecast for Controls and Monitoring (MAT 3L5)
of $1.365 million in 2023, $7.525 million in 2024, and zero funding for years 2025
and 2026.

3.6.13. Gas Well Reworks and Retrofits (Expense
MAT AH2)

The Well Reworks and Retrofits activity addressed in this Section is an
expense item. (A prior Section, herein, addressed the capital potion.) PG&E states
that this activity involves the performance of well re-inspections following
conversions required by CalGEM's regulations. In addition, it includes work to

address emergent integrity issues that require rig mobilization (i.e., response to a

519 PG&E Opening Brief at 251-252.
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failed pressure test). PG&E refers to the work in this program as “re-inspection”
work.520

PG&E forecasts the cost of each re-inspection at $1.513 million in
2020 dollars.52! Initially PG&E projected that this activity would not begin until
2026, when 11 re-inspections would be required. Later, PG&E added 10 additional
emergent or unplanned re-inspections (two each in 2023 and 2024, and three each
in 2025 and 2026) for a total of 14 in 2026.522 The number of re-inspections can
depend upon the frequency of those re-inspections. Regarding the frequency,
PG&E’s 2021 Revised Implementation Plan proposes a re-inspection frequency
that generally occurs between eight and 15 years. In contrast, PG&E states that it
bases its forecast here on the assumption that PHMSA guidance and regulations
will require such inspections every seven years.52> On the other hand, PG&E
reports that CalGEM’s regulations currently call for a two-year re-inspection
interval but also allow CalGEM to review an alternate frequency should an
operator contend that the corrosion growth rate would be negligible in two years.
PG&E states that it has petitioned for a risk-based inspection interval that would
be other than every two years, and an answer from CalGEM is pending.52* As a
result, PG&E contends that CalGEM may require direct downhole casing
re-inspections more frequently than every seven years. Based on its consideration
of all factors, PG&E requests authorization to fund 11 direct casing re-inspection

projects planned in 2026 that would require rig mobilization.

520 PG&E Opening Brief at 253-254.
521 TURN Opening Brief at 293.
52 PG&E Opening Brief at 254.
52 PG&E Opening Brief at 255.
524 TURN Opening Brief at 295-297.
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TURN recommends reducing the number of re-inspections to three. 525
TURN asserts that emergent re-inspection work should not be required on wells
that have recently been reworked. Further, TURN shows that a PHMSA
publication states that “there is no prescribed maximum interval for performing
downhole integrity inspections” and that “an operator must develop and
implement a process that incorporates risk analysis and integrity assessment
results to schedule subsequent downhole integrity inspections.”526

The Commission finds there is some degree of regulatory uncertainty. It is
also clear, however, that regulators consider the risk assessment presented by an
operator. As a result, the Commission directs PG&E to provide a better
risk-assessment to support this request in the next GRC.

For this GRC, the Commission adopts an expense forecast for Well
Reworks and Retrofits (MAT AH?2) that authorizes six direct downhole casing
re-inspections. Using PG&E'’s escalated unit cost forecast, the Commission
adopts a forecast for MAT AH?2 of $3.207 million for 2023.

3.6.14. Well Integrity Assessments (Expense MAT
AH1)

PG&E states that its Integrity Inspections and Surveys Program covers
work performing integrity inspections and surveys on storage wells. This
includes the following: (1) annual and periodic compliance surveys;

(2) thru-tubing barrier inspection surveys; and (3) direct well integrity and

production casing/barrier inspections and tests.52

55 TURN Opening Brief at 298.
526 TURN Opening Brief at 294.
527 PG&E Opening Brief at 252.
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PG&E’s 2023 expense forecast for this program is $9.177 million. PG&E’s
expense forecast for 2024-2026 is not based on escalation but rather the amount of
work forecast for each year. These forecasts are based on PG&E’s estimate that
12 new wells will have to be drilled to meet the Peak Day Supply Standard (with
each requiring scheduled testing) and that Los Medanos will be retained
(requiring an additional 18 existing wells to be tested).528 TURN's estimate differs
from the company’s only with respect to the number of wells that will have to be
tested each year in order to comply with CalGEM'’s regulations.

As described above, the Commission adopts a forecast both allowing the
drilling of 12 new wells at McDonald Island and retaining the Los Medanos
facility. Consistent with those decisions, the Commission approves PG&E’s
proposed testing of 12 new wells and 18 existing wells. Accordingly, the
Commission adopts of PG&E’s Well Integrity Assessment Program (Expense
MAT AH1) forecast>? of $9.177 million in 2023.

3.6.15. Gas Storage Balancing Account
The Commission adopted the Gas Storage Balancing Account (GSBA) in

the 2019 GT&S Rate Case.53 The GSBA is a two-way balancing account that
tracks the revenues it receives based on approved rates, as well as the actual
expenditures it incurs. To the extent expenditures exceed revenues, PG&E is
entitled to recover these costs after submitting an application to the Commission.
To the extent expenditures are less than revenues, the amount collected over

revenues is return to PG&E’s customers.5! It recognizes the significant

528 TURN Opening Brief at 299-300.
529 PG&E Opening Brief at 253.

530 D.19-09-025.

51 PG&E Opening Brief at 258.
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regulatory uncertainty regarding gas storage regulations and requirements, and
the resulting costs. In this rate case, PG&E proposes continuing the GSBA based
on ongoing uncertainties regarding gas storage regulations and costs, as well as
uncertainties inherent in storage well work. PG&E proposes one modification,
described below 532

In the 2019 GT&S rate case, the Commission required that “[i]n the next
rate case, PG&E shall submit an analysis comparing the total recorded costs with
the authorized amount, and the Commission shall determine whether the
transactions in the balancing account are reasonable.”333 Doing this
determination in rate cases, however, creates a substantial delay in returning
over-collected amounts to customers or recovering under-collected costs in rates.
The delay occurs because rate cases are now based on a four-year cycle.
Moreover, rate cases themselves typically take several years to reach resolution.
As a result, the return of excess amounts or recovery of under-collected amounts
can take years.53

To address this problem, PG&E proposes changing how costs recorded in
the GSBA are recovered. Specifically, PG&E proposes filing a Tier 2 Advice
Letter each year after the GSBA recorded costs are final for that year, typically in
April. The advice letter would provide details regarding the actual costs incurred
compared to the adopted forecast amount, indicate whether there was an
over- or under-collection, and create a vehicle for PG&E to either return the

overcollection or to recover the under-collection. If a party protests the Tier 2

532 PG&E Opening Brief at 257.
533 PG&E Opening Brief at 258, citing to D.19-09-025 at 95.
54 PG&E Opening Brief at 258.
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Advice Letter, PG&E notes that the Tier 2 advice letter can either be converted
into a Tier 3 Advice Letter or PG&E can be required to file an Application.53>
TURN urges the Commission to reject review of the GSBA via an advice letter.
Rather, TURN contends that this approach would not allow interested parties
enough time to investigate what may be complex issues of fact.>3The
Commission agrees. Accordingly, the Commission denies PG&E’s proposal to
modify the GSBA.

3.7. Gas Operations and Maintenance
PG&E'’s 2023 forecast in PG&E Ex-03 includes expense forecasts and

capital expenditure requests for both Gas Distribution and GT&S assets. PG&E
presents its forecast subdivided into three programs: (1) O&M expense,

(2) corrosion control programs, and (3) leak management programs. PG&E states
that these programs support the maintenance of other assets, including
distribution mains and services, transmission pipe, measurement and control,

compression and processing, compressed natural gas, and storage.53”

3.7.1. Locate and Mark (Expense MAT DFA)
PG&E states that the Locate and Mark Program activities are required to

identify PG&E’s distribution and transmission assets for third parties who plan
to dig near those assets pursuant to federal regulations, 49 CFR, Part 192. Such
assets include gas, electric, and fiber optic facilities.>38 In addition, PG&E states
that Government Code Section 4216 requires PG&E to belong to and share the

costs of operating the regional “one-call” notification system. The one-call

535 PG&E Reply Brief at 314-315.
5% TURN Reply Brief at 83-86.
537 PG&E Opening Brief at 260.
538 PG&E Ex-03 at 8-10 (fn. 5).
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notification system is commonly referred to as Underground Service Alert
(USA). Prior to excavating, work crews must call 811 to obtain a USA ticket,
which is transmitted electronically to PG&E. PG&E states that then it may locate
and mark all subsurface installations identified within the area of proposed
excavation, provide records of subsurface installation locations, or advise the
excavator that PG&E operates no facilities within their proposed area of
excavation.53

PG&E’s 2023 expense forecast is based on the number of Locate and Mark
USA Tickets worked on during 2019 split between Gas Distribution and Gas
Transmission, with a 12% per year increase applied. PG&E states that the 12%
rate of increase is based on the increase in ticket volume between 2018 and 2019.
PG&E’s unit cost forecast is based on a three-year average of recorded costs
(2017-2019) and escalated to 2023. For the Gas Distribution cost forecast, PG&E
states it considered the following additional factors: (1) ten minutes was added to
the three-year average job time of 35 minutes to capture the additional time it
takes to respond to tickets (new ticket management system as well as updates to
the Locate and Mark Field Guide and Field Procedures), and (2) Fiber Optic costs
which were previously recorded to IT. PG&E'’s expense forecasts for 2023 is
$77.595 million for the Gas Distribution Locate and Mark Program based on a
number of 904,808 tickets worked.>0 Although PG&E's forecast for this program
is assigned to the gas line of business, 33% of the resulting revenue requirement

is allocated to electric distribution as it was in PG&E’s 2020 GRC.541

539 PG&E Opening Brief at 262.
5490 PG&E Opening Brief at 262-263.
541 PG&E Ex-03 at 8-80 to 8-81.
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3.7.1.1. Rate of Locate and Mark Activity

TURN and Cal Advocates recommend reductions in PG&E's forecast
based on their opinion that a decrease in the rate of locate and mark activity is
appropriate. TURN recommends a reduction of 41,126 tickets worked to a total
of 863,682 in 2023 based on the recorded average annual increase in tickets
worked from 2016-2019. This data produces a growth rate of 10% instead of 12,
which TURN applies beginning in 2020.542

Cal Advocates recommends a reduced forecast based on a lower number
of worked Locate and Mark Tickets and suggests a total of 688,134 Locate and
Mark Tickets is appropriate based on an average of 2016-2020 data and a 5%
increase per year from 2021 to 2023. Cal Advocates recommends this outcome
and methodology based on the following: (1) between 2019 and 2020, the number
of tickets PG&E processed declined by 8%; (2) PG&E processed only a 2.7%
increase in tickets in 2021; (3) between 2016 and 2020, the average increase in
tickets processed is approximately 5% per year.543

PG&E proposes using the 12% increase seen in ticket volume between 2018
and 2019, the most recent full year of tickets worked that was not impacted by
work stoppages caused by the COVID-19 pandemic. In support of this
methodology, PG&E states the following: (1) the 12% growth rate accounts for
additional ticket volume expected in the future related to new regulations which
established the California Underground Facilities Safe Excavation Board’s
(Excavation Board) excavation investigation and enforcement authority; (2) new

regulations include implementing the use of Area of Continuous Excavation

52 PG&E Opening Brief at 263.
543 Cal Advocates Opening Brief at 72-74.
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(ACE) tickets, and investigation and enforcement by the Excavation Board of all
excavators, not just in ACE areas; (3) PG&E's forecast reflects the overall growth
of tickets it expects when the Excavation Board fully implements its oversight
program; (4) the California Dig Safe Board 2020 Results Report states that
planned in-person events targeting outreach were hampered by the COVID-19
pandemic; (5) due to COVID-19 the Excavation Board had not fully implemented
its enforcement program in 2020, so that growth in tickets in not reflected in

2020 data.>#

After disputing the conditions impacting recent locate and mark activity,
the parties debated what data best forecasts locate and mark activity during
through 2026. Cal Advocates opined that the Commission should consider a
broader range of historical data due to the variability in PG&E’s ticket volume
and the unknown impact of PG&E's outreach and education efforts.5*> PG&E
used a three-year average escalated by the increase between 2018 and 2019, prior
to the pandemic because PG&E believes best reflects the aggressive and
escalating outreach to excavators being implemented by the Excavation Board.
TURN opined that the use of a single year (e.g., last year recorded) of data is only
valid if (1) there is no variability, and/or (2) there are changed circumstances that
will persist. Furthermore, TURN argues that neither of the above factors is
present, and the variability of historical data warrants the use of a multi-year

average. In addition, the only changed factor is the new regulations related to

54 PG&E Reply Brief at 239-240.
545 Cal Advocates Reply Brief at 33.

-175 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

ACE tickets, which were implemented in mid-2020,54¢ for which growth in tickets
has not materialized yet.>4

Based on the totality of the above facts, the Commission finds TURN's
recommendation, which is based on an average of the most recent pre-COVID
recorded years (2016-2019), to be the most persuasive, which reflects a
10% growth rate since 2020 and 863,682 expected Locate and Mark Tickets in
2023.

3.7.1.2. Locate and Mark Unit Cost
PG&E recommends a unit cost of $86 per Locate and Mark Ticket5*8 based

on PG&E'’s unit cost forecast is based on a three-year average of recorded costs
(2017-2019) with escalation.>#

Cal Advocates recommends a $49 unit cost based on the 2020 unit cost,
escalated to $54 for the 2023 unit cost.50 Cal Advocates asserts that the proposed
job time increase in 2023 was already captured in 2020 because the new
regulatory oversight and requirements were already implemented by July 1,
2020. PG&E responds that Cal Advocates” unit cost is too low because: (1) 2020
did not represent normal operating conditions as it was impacted by work
stoppages caused by the COVID-19 pandemic; and (2) it excluded
shareholder-funded costs from the unit cost calculation that will become part of

base ratepayer expenses in 2023.551

546 TURN Reply Brief at 75.

547 PG&E Reply Brief at 239.

548 PG&E Ex-03 at WP (Table 8-6), WP 8-11, and 8-12.
549 PG&E Opening Brief at 262.

550 PG&E Opening Brief at 266 to 267.

51 PG&E Opening Brief at 241.

-176 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

The Commission finds PG&E's unit cost of $86 per Locate and Mark Ticket
to be persuasive. Accordingly, the Commission adopts TURN’s recommended
2023 expense forecast of $74.277 million for the Locate and Mark Program (MAT
DFA) based on forecast work of 863,682 Locate and Mark tickets in 2023 at a unit
cost of $86 per ticket.

3.7.2. Standby Governance (MAT DFB)

In the standby process, a PG&E field employee monitors excavation
activity on both Gas Distribution and Gas Transmission (GT) assets in a watch
and protect capacity to prevent damage to PG&E's critical facilities. Examples of
activities where PG&E performs a standby include excavations that are within
five feet of the nearest edge of a critical facility and boring activities that cross a
critical facility within ten feet of its nearest edge. PG&E's 2023 expense forecast
for Gas Distribution Standby Governance is $0.451 million%52 and for Gas
Transmission Standby Governance is $7.237 million.553

3.7.2.1. Gas Distribution Standby Governance

TURN recommends a lower 2023 expense forecast for Gas Distribution
Standby Governance of $0.442 million based on a growth rate for standby tickets
of 10% (as opposed to 12% proposed by PG&E) beginning in 2020 and annually
thereafter.5>

PG&E's states that its forecasted increase in Locate and Mark tickets is also
expected to drive up the need to perform standbys due to the correlation
between USA tickets worked in the Locate and Mark Program (MAT DFA) and
the need for standby activities (MAT DFB). PG&E proposes that the 12% rate for

552 PG&E Opening Brief at 267-268.
553 PG&E Ex-03-ES at iii.
54 TURN Opening Brief at 303.
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DFA (Section 3.7.1.1, herein) should also apply to DFB work. As PG&E forecasts
an increase in Locate and Mark tickets, it is expected that the need to perform
standbys will also increase.

Since the Commission adopted a growth rate for Locate and Mark tickets
in Section 3.7.1.1, herein, of 10% beginning in 2020, the Commission finds
persuasive TURN's recommended 2023 expense forecast of $0.442 million for
Gas Distribution standby governance for 2023, which is $9,000 less than PG&E's
2023 expense forecast of $0.451 million.

3.7.2.2. Gas Transmission Standby Governance

PG&E states that is bases its forecast for Gas Transmission Standby
Governance on its expectation that the need for activities will continue to
increase in direct correlation with PG&E'’s projected increase in Locate and Mark
tickets of 12%. However, PG&E acknowledges that beginning in 2019, the
standby governance team implemented new processes and procedures that
reduced standbys and made the group more efficient and effective.>%

In contrast, TURN recommends a 2023 expense forecast for Gas
Transmission Standby Governance of $5.349 million, which is $1.889 million
lower than PG&E's forecast of $7.237 million.5% TURN contends that the
continuing work of the Standby Governance Team justifies using the 2019
recorded units (5,221) as the basis for the 2023 forecast without escalation.55”

Since the Commission adopted a growth rate for Locate and Mark tickets
in Sections 3.7.1.1 and 3.7.1.2 of 10% beginning in 2020, the Commission finds

persuasive TURN'’s forecast for Gas Transmission standby governance for 2023.

5% PG&E Opening Brief at 270.
556 TURN Opening Brief at 304.
57 TURN Opening Brief at 307.
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Accordingly, the Commission adopts a 2023 expense forecast gas transmission
standby governance of $5.349 million.

3.7.3. Meter Protection Program

The Meter Protection Program protects meters and risers that are
vulnerable to vehicular damage and installs service valves where existing service
valves are inaccessible. Federal regulations require utilities to protect meters, but
do not provide a timeframe for remediation.>> Meter protection is primarily
accomplished through the installation of steel posts (bollards). If a meter is
inadequately protected, PG&E field personnel document it as an abnormal
operating condition (AOC) that may need remediation.5? When PG&E installs
bollards, the work is charged to expense MAT EXB. However, in cases where
meter protection posts cannot be installed to protect the meter, PG&E relocates
the meter and replaces the service. Such work is generally more expensive and is
charged to capital account MAT 27A for Meter Relocation.560

PG&E classifies the work it performs at meter locations by the following

types:

(1) Can’t Get In (CGI) locations: CGI locations are sites where
no access is available to perform meter protection work,
which are more complex and costly to remediate. Based
on work performed by PG&E’s contractor in 2020, PG&E
estimates that 8% or 3,410 meter locations are CGI
locations.

(2) New Finds: PG&E expects to find 19,380 new abnormal
operating condition (AOC) locations annually through
leak surveys, atmospheric corrosion inspections, and
other field activities. PG&E documented a find rate from

558 49 CFR § 192.35; TURN Opening Brief at 308.
59 PG&E Opening Brief at 270.
50 TURN Opening Brief at 308.
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leak surveys and atmospheric corrosion inspections in
2020. PG&E applied the number of 2020 new finds to the
2021 inspection plan to estimate the forecast of 19,380 new
abnormal operating conditions to remediate in 2023 over
two years.

(3) Existing Locations: PG&E has documented a backlog of
81,133 existing AOC locations it proposes to remediate by
2026 based on relative risk ranking. PG&E forecasts that it

will remediate a quarter of the existing backlog each year
through 2026 or 20,283 locations in 2023.

(4) Customer Call-ins: PG&E estimates that it will visit
120 meter locations in 2023 based on customer requests
over the last five years.

3.7.3.1. Meter Protection Program (Expense
MAT EXB)

For The Meter Protection Program (MAT EXB), PG&E’s 2023 expense
forecast is $35.442 million based on 43,193 meter protection locations at a unit
cost of $821 per location.5! The 2023 forecast for MAT EXB consists of
four separate projections:

(1) 3,410 CGlI locations based on an 8% CGI rate seen from
work performed by PG&E’s contractor in 2020;

(2) 19,380 “New Finds” based on expected new AOC
locations identified through routine Leak Survey and
Atmospheric Corrosion (AC) inspection plans along with
field services activities;

(3) 20,283 Existing AOC Locations based on total pending
meter protection locations (81,133) divided by the
four-year 2023 rate case period; and

(4) 120 Customer Call-ins.562

561 PG&E Opening Brief at 270 to 272.
52 PG&E Reply Brief at 245.
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PG&E's total 2023 expense forecast is more than triple PG&E'’s
2020 recorded expense of $11.471 million. PG&E proposes an increase in the rate
of remediating meter locations primarily to reduce the backlog of existing
locations needing remediation.?% PG&E explains that is 2023 unit cost forecast
for the Meter Protection Program reflects a blend of Non-CGI and CGI
remediation costs.564

For MAT EXB, Cal Advocates recommends a lower amount for the
following reasons: (1) zero meter remediations for the CGI category because
CGIs are no longer a stand-alone source to identify meters for remediation;56>
(2) a forecast of 9,204 New Find meters for PG&E to remediate in 2023;5¢¢ (3) that
the Commission specifically authorize PG&E to remediate 6,217 existing AOC
meters per year starting in 2023;%7 (4) zero-meter remediations from the
Customer Call-Ins category because PG&E’s estimates are inadequately
supported.58 Cal Advocates’ suggests reducing PG&E’s 2023 expense forecast
for costs tracked in MAT EXB by approximately $22.783 million.

TURN recommends that new AOC finds be mitigated within PG&E'’s
existing two-year policy, to avoid expanding the backlog of remediation needs.
In the past, PG&E has allowed backlogs of unprotected sites to build up. TURN
recommends that PG&E remediate existing AOC locations over a longer period

of twenty years, rather than ten years based on vehicular damage to vulnerable

563 PG&E Reply Brief at 243-247.

564 PG&E Opening Brief at 270-271.

565 Cal Advocates Opening Brief at 81-82.
566 Cal Advocates Opening Brief at 79.

567 Cal Advocates Opening Brief at 77-79.
568 Cal Advocates Opening Brief at 81.
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meters having an extremely low risk of loss of containment, as reflected in a very
low-risk spend efficiency score and benefit/cost ratio. TURN adds that the
longer rate would minimize near-term rate impacts. This policy allows
remediation of the existing AOC locations in two-thirds of the time it took PG&E
to remediate the 1990 backlog under the Meter Protection Program.>® TURN
recommends reducing the number of annual existing meter remediations over
twenty years from 20,283 units to 4,057 units, for a reduction of $12.510 million
for costs tracked in MAT EXB, but it does not address the other types of meter
remediations noted above.

The Commission finds that PG&E does not fully address Cal Advocates’
persuasive recommendations for the number of meter location remediations by
category. In addition, such meter location remediation is not required by any
regulation and is not ranked highly in terms of its cost-effectiveness or RSE score.
Accordingly, for Meter Protection Program expenses tracked in MAT EXB, the
Commission bases its forecast on a projected total of 15,421 meter locations based
on the recommendation of Cal Advocates. Accordingly, based on a projected unit
a unit cost of $821 per location, the Commission adopts $12.660 million for
2023 expense forecast for costs tracked in MAT EXB.570

3.7.3.2. Meter Protection Program (Capital
MAT 27A)

The capital cost of relocating meters in the Meter Protection Program is
tracked in the Relocation of Meter Sets Program (MAT 27A). PG&E states that
the purpose of this program is two-fold: (1) meter protection through the

re-location of the meter set; and (2) relocating the meter set due to an inaccessible

59 TURN Opening Brief at 309-310; TURN Reply Brief at 75.
570 Cal Advocates Opening Brief at 76.
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service valve. PG&E forecasts 250 capital units to be completed in 2023. For 2023,
PG&E's forecast for capital expenditures in Relocation of Meter Sets Program
(MAT 27A) is $7.245 million.571

TURN recommends a reduced expense forecast of $2.066 million for
MAT 27A based on a projected 184 units.572 TURN states that its
recommendation matches its recommendation for slowing the pace of the
expense Meter Protection Program (MAT EXB).573

In the 2020 GRC, the Commission found similar claims by PG&E to be
insufficient to support its forecast for reducing the backlog of meter remediation.
As argued by the same parties in the 2020 GRC, the AOC backlog began being
identified in 2014 but PG&E did not commence any remediation work to address
that backlog until the 2020 rate case. PG&E has similarly not met its burden of
justifying its meter remediation backlog in this case.57¢ Slowing the pace and cost
of this program is warranted due to the extremely low risk posed by existing gas
meters needing protection from potential vehicular damage. Of the three
forecasts, the Commission finds the slower pace of remediation adopted to be the
most persuasive and supported because it will give the Commission and PG&E
more time to consider how this effort fits into the gas long-term planning, before
a large additional investment in meter protection is completed. Accordingly, the

Commission adopts a 2023 capital forecast for the Meter Protection Program

571 PG&E Opening Brief at 278.

572 TURN Opening Brief at 310.

573 PG&E Opening Brief at 278-279; TURN Opening Brief at 308-311.
574 Cal Advocates Reply Brief at 34.
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(MAT 27A) of $5.332 million based on 184 meter units at the same cost per meter
as PG&E’s 2023 forecast.57>

3.8. Gas Operations Corrosion Control

PG&E states that is Corrosion Control Programs identify and mitigate the
threats of corrosion to PG&E’s Gas Transmission pipelines, Gas Distribution
mains, storage, and other facilities. Corrosion is an electrochemical process
where metal degrades due to its interaction with the environment. The loss of
metal is caused by the presence of an electrolyte, such as water, and electrical
current sources located near pipelines. PG&E explains that it mitigates internal
corrosion by monitoring gas inputs to ensure that electrolytes are not introduced
into PG&E’s pipeline system and by using gas treatment facilities to remove
electrolytes from natural gas supplies. To mitigate the threat of external
corrosion, PG&E states it uses coating systems to isolate the pipe from
electrolytes that are present in the area surrounding the pipe. For pipeline
segments that cannot be visually inspected because they are buried or
submerged, PG&E explains that it also uses Cathodic Protection, a process that
protects steel pipe against electrolysis by the attachment of sacrificial anodes.576

PG&E’s Corrosion Control Program and its capital expenditure requests
and expense forecasts are based on PG&E’s assessment of these threats and
PG&E’s plans to reduce these risks.5”7 Two of the 27 expense maintenance
activity types related to corrosion control and four of the 11 capital types are

disputed.

575 $7.245 / 250x184=%$5.332 million.
576 D.19-09-025 at 183.
577 PG&E Opening Brief at 279.
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3.8.1. Atmospheric Corrosion Mitigation of Gas
Distribution Mains (MAT FHL)

PG&E states that the Atmospheric Corrosion Mitigation of Gas
Distribution Mains program mitigates deficient coating systems identified
during atmospheric corrosion inspections of steel pipe distribution mains.
Typical mitigation projects include coating repair replacement. PG&E request a
2023 expense forecasts of $3.184 million to mitigate 145 Gas Distribution main
spans that were identified during 2020 inspections. The forecast represents an
increase of approximately $2.7 million compared to 2020 recorded costs and an
increase of 117 spans compared to 2020 recorded units. PG&E states that the
increase in forecast units and dollars, as compared to 2020, is primarily due to
the discovery of additional spans from the 2020 Atmospheric Corrosion Span
Inspection Project (MAT FHK).578 PG&E states that it determined the 2023 unit
cost for these inspections using the average unit cost from 2018-2020 and
escalating it.

Cal Advocates recommends a forecast of $1.209 million based on a
projected 108 mitigation projects in 2023 using the 2021 mitigation rate of 15%
because, according to Cal Advocates, it accounts for the most recent mitigation
repairs.>”?

PG&E states that Cal Advocates use of 108 mitigation projects in
calculating an expense forecast for 2023 is too low because: (1) Cal Advocates’
recommended 2023 main mitigation rate incorrectly assumes that atmospheric
corrosion inspections and remediations are conducted in the same year, whereas

the vast majority of PG&E’s atmospheric corrosion remediation projects occur in

578 PG&E Opening Brief at 281.
579 Cal Advocates Opening Brief at 86-90.
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the third year following the atmospheric corrosion inspections (i.e., 2023 span
remediation projects were identified during 2020 span inspections);

(2) Cal Advocates acknowledges that PG&E identified an additional 532 spans
following a records research project but does not consider the impact of this
effort in its unit forecast; and (3) Cal Advocates relies on 2021 recorded data that
was not available when PG&E submitted its 2023 GRC.580 The Commission finds
PG&E’s explanation of the number of its mitigation projects reasonably supports
its forecast.

With regard to unit costs, PG&E’s 2023 unit cost forecast of $21,961 is
based on the average unit cost for this workstream for the period 2018-2020,
escalated to 2023, while Cal Advocates recommends utilization of a calculated
partial-year 2021 unit cost ($11,231) without escalation for 2023.

The Commission finds the use of a three-year average unit cost is the more
appropriate methodology to calculate representative unit costs over time and
considers year-to-year cost variations associated with projects completed across
PG&E’s service territory. Accordingly, the Commission adopts PG&E's expense
forecast of $3.184 million in 2023 based on work to mitigate a projected 145 Gas
Distribution main spans (MAT FHL).

3.8.2. Gas Distribution Atmospheric Corrosion
Mitigation Services (MAT FHM)

PG&E states that its Gas Distribution Atmospheric Corrosion Mitigation
Services mitigate deficient coating systems identified during atmospheric
corrosion inspections of steel service spans and service risers. Typical mitigation
projects include coating repair or coating replacement. In instances where

significant corrosion is encountered, replacement of service risers may also be

50 PG&E Reply Brief at 249-250.
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performed. PG&E requests a 2023 expense forecast of $1.6 million to mitigate
1,822 standard historic units (coating repair, coating replacement, and riser
replacement) and an additional $10.7 million to mitigate 55,000 new units
associated with expanded remediation requirements for service risers at the
soil-to-air interface. PG&E’s unit forecast for service riser coating remediation at
the soil-to-air interface, 55,000 units, was based on an engineering estimate of a
5% find rate applied to PG&E’s approximate 1.1 million annual service riser
inspections.?8!

Cal Advocates recommends a lower forecast of $3.924 million for the work
tracked in MAT FHM, which is $8.348 million less than PG&E’s request, claiming
that PG&E has not met its burden to support its request for service riser units.
Cal Advocates calculated its $3.924 million forecast by adjusting PG&E'’s
November 30, 2021-recorded expense amount of $3.597 million2 to include an
estimate of December expenses for the repair of 24,366 units.583

PG&E states that it demonstrated that its forecast for MAT FHM is
reasonable. First, since PG&E did not implement the expansion of service riser
remediation requirements to include coating damage at the soil to air interface
until March 2021, the 2021 recorded costs used by Cal Advocates do not
represent a full year of service riser remediation at the soil to air interface.
Second, PG&E used an engineering estimate that 5% of future inspections would
result in service risers requiring remediation under the new requirements. PG&E
maintains that this was appropriate since the 2021 data that Cal Advocates relies

on was not available when PG&E prepared its forecast in 2021, and in any event

581 PG&E's total forecast is $12.272. PG&E Opening Brief at 284-285.
582 ($327,000 = 1/11th of $3.597 million).
583 Cal Advocates Reply Brief at 84 to 86.
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2021 data is not representative of the future rate of riser repair. Finally, PG&E
states that Cal Advocates’ recommendation to adopt the 2021 recorded adjusted
expense amount of $3.9 million for 2023 does not provide for standard annual
cost escalation.58

For all these reasons, the Commission finds that PG&E’s projection for
55,000 service riser coating remediations at the soil-to-air interface is reasonable
based on an engineering estimate of a 5% find rate applied to PG&E’s
approximate 1.1 million annual service riser inspections. Accordingly, the
Commission adopts PG&E's forecast of $12.272 million: $1.6 million in 2023 to
mitigate a project 1,822 standard historic units (coating repair, coating
replacement, and riser replacement) and an additional $10.7 million to mitigate a
projected 55,000 new units associated with expanded remediation requirements

for service risers at the soil-to-air interface.

3.8.3. Corrosion Control (Capital MAT 50D and
MAT 50Q)

PG&E explains that loss of electrical isolation between a gas pipe casing
and gas piping can divert cathodic protection current and increase the risk of
external corrosion. PG&E state that it monitors each cased distribution crossing
annually and investigates anomalous conditions to determine whether remedial
action is required to mitigate the risk of external corrosion created by the contact
between the casing and gas piping. Such corrosion control work for Gas
Distribution includes contacted casing remediation of casing spans over 100 feet.
Historically, PG&E states that casings over 100 feet were mitigated by work
tracked in MAT 50D. PG&E states that, effective, January 1, 2021, PG&E
transitioned this work to MAT 50Q.

54 PG&E Reply Brief at 251-253.
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PG&E's forecast for Gas Distribution casing mitigation over 100 feet
(MAT 50D and MAT 50Q) is $3.969 million in 2023.585 Cal Advocates accepts
PG&E'’s 2023 forecast.5¢ Accordingly, the Commission adopts PG&E'’s
2023 capital forecast for Gas Distribution casing mitigation over 100 feet
(MAT 50D and MAT 50Q) of $3.969 million.

Cal Advocates recommends that PG&E’s 2021 data be reduced by
$4.5 million to $10.9 million, and that the PG&E’s 2022 data be reduced by
$8.7 million to $10.9 million based on PG&E’s 2021 recorded expenditures for a
number of reasons.’” Recorded expenditures in 2016 for as the Capital Casing
Mitigation Program (MAT 50D) did not exist until 2017, and during 2017-2019
this program transitioned from development in 2017 to full scale during
2020-2022.58¢ However, Cal Advocates did not dispute that PG&E's full 2021 data
provided on March 9, 2022, shows $12.288 million for MAT 50D /50Q.
Accordingly, for modeling purposes, the Commission adopts $12.288 million for
the 2021 cost for MAT 50D /50Q.

Cal Advocates recommends that PG&E’s 50Q recorded data be reduced for
2022 because Cal Advocates contends that PG&E appears to be underperforming
and that PG&E does not explain how it is possible for PG&E to complete
forecasted backlog projects by 2022, especially since federal regulations do not

indicate a deadline for compliance by then.5 In response, PG&E claims that the

585 Cal Advocates Opening Brief at 90 citing to PG&E Ex-03 at WP 9-46; PG&E Ex-03-ES,
Workpaper Table 9-49 and Table 9-51.

586 Cal Advocates Opening Brief at 90-93; PG&E Opening Brief at 286-289.
587 Cal Advocates Opening Brief at 91-92.

588 Cal Advocates Opening Brief at 91.

59 Cal Advocates Opening Brief at 92-93.
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data cited by Cal Advocates is not indicative of PG&E’s ability to perform work,
but due to COVID-19 impacts in the first half of the 2020-2022 rate case cycle.>
Considering both parties” arguments and in the absence of 2022 recorded costs in
the evidentiary record, the Commission finds insufficient evidence to revise
PG&E'’s 2022 forecast for the Capital Mitigation Program now being tracked in
MAT 50Q and adopts PG&E forecast for MAT 50Q of $19.530 million in 2022.

3.8.4. Gas Transmission & Storage Corrosion
Control (Capital MATs 3K1, 3K4, 3K9)

PG&E forecasts $12.026 million for its Internal Corrosion Program (Capital
MAT 3K1), $11.721 million for its AC Interference Program (Capital MAT 3K4),
and $10.441 million for its DC Interference Program (MAT 3KO9) for 2021. No
party disputed 2022 and 2023 forecasts for these programs.5!

For GT&S Corrosion Control capital expenditures (Capital MAT 3K1,
MAT 3K4, and MAT 3K9) in 2021, Cal Advocates initially recommended a
reduction in the forecast for 2021.52 PG&E responded that 2021 forecasts should
be replaced with the more recently available recorded 2021 costs, at which point,
Cal Advocates stated that it does not object to the Commission adopting PG&E’s
2021 recorded expenditures for MATs 3K1, 3K4, and 3K9.5%

The Commission finds reasonable the use of the 2021 recorded costs for
expenditures for MATs 3K1, 3K4, and 3K9. Accordingly, the Commission adopts
forecasts for PG&E’s Internal Corrosion Program (Capital MAT 3K1) of
$1.342 million, for PG&E’s AC Interference Program (Capital MAT 3K4) of

590 PG&E Opening Brief at 256.
591 PG&E Opening Brief at 289.
592 PG&E Opening Brief at 289.
593 PG&E Reply Brief at 257; Cal Advocates Opening Brief at 93 and 95.
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$3.310 million, and for PG&E’s DC Interference Program (MAT 3K9) of
$7.411 million for 2021

3.9. Gas Operations Leak Management

PG&E’s Leak Management programs consist of gas leak surveys, grading,
repairs, and gas service and main replacements when needed to remediate gas
leaks. Its scope includes all engineering, materials, and labor for Leak
Management work. PG&E’s Leak Management programs mitigate safety and
reliability risks on the Gas Distribution system, and the GT&S system, as well as
reducing GHG emissions. In 2020, PG&E’s Leak Management teams surveyed
over 1.4 million Gas Distribution services and over 13,000 miles of Gas
Transmission pipeline, identified 26,513 gradable distribution gas leaks and
4,012 gradable GT&S gas leaks, and repaired 21,251 gradable distribution gas
leaks and 3,503 gradable GT&S gas leaks. Three of the 23 expense Maintenance
Activity Types related to Leak Management and one of the capital types
discussed below are disputed.5%*

3.9.1. Below Ground Distribution Main Leak Repair
(MAT FIG)

PG&E's states that its Below Ground Distribution Main Leak Repair
includes work repairing leaks on Gas Distribution mains in accordance with
federal regulations.5® Regarding the 2023 expense forecasts for this work, parties
made adjustments to forecasts in their opening briefs. PG&E forecasts
$33.715 million in expenses in 2023 for work tracked in MAT FIG, and

Cal Advocates recommends an expense forecast of $27.99 million, a reduction of

594 PG&E Opening Brief at 290-291.
595 PG&E Opening Brief at 292.
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$5.725 million.5% Cal Advocates’ lower recommendation is based on a lower leak

find rate and a lower unit cost per repair than PG&E's forecast.

3.9.1.1. Below Ground Distribution Main Leak
Rate

PG&E determined a 2.04% leak find rate for below-ground leaks using the
following analysis. PG&E's leak “find rate per 1 thousand services surveyed” for
each leak grade is based on a blend of 2018-2020 June year-to-date (YTD) actuals
broken down by division.5” Using these find rates, PG&E projects the leak find
volume in 2023 for each type of leak - above-ground grade 1, 2, and 3 leaks and
below-ground grade 1, 2, and 3 leaks. PG&E then added the forecast call-in leaks
found from customer odor complaints. Finally, PG&E summed up the leaks
forecast from these calculations and obtained a total 2023 forecast leak volume of
27,739. This total, divided by the total leak survey volume of 1,361,716 units,
yields PG&E’s overall find rate of 2.04% .59

Cal Advocates recommends a leak-find rate of 0.84% based on PG&E’s
records of the number of services and mains surveyed annually from 2016 to
2021.5% Cal Advocates claims that this data reflects a leak find rate that has
declined from 4.3% in 2019 to 0.84% in 2027.600

In response, PG&E states that Cal Advocates’ calculation is inaccurate
because: (1) Cal Advocates relied on 2021 data not available to PG&E when it

developed its forecast; (2) Cal Advocates” calculations used partial-2021 data

5% Cal Advocates Reply Brief at 37-38.

57 PG&E Opening Brief at 292.

598 PG&E Opening Brief at 293-294.

59 PG&E Ex-03 at 10-16.

600 Cal Advocates Opening Brief at 100-101.
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even though PG&E provided full 2021 recorded data in March 2022, long before
Cal Advocates’ testimony was submitted; (3) by utilizing a single year for its
forecast calculation, Cal Advocates’ recommendation only provides leak rate
information for one third of PG&E’s Gas Distribution system because PG&E'’s
leak survey covers the entire system every three years, and using a single year of
data does not provide a true representation of the historical average find rate;
and (4) Cal Advocates’ leak find rate does not include a volume of leaks found
due to call-ins from customer odor complaints.®% The parties dispute whether
the volume of leaks found includes customer complaints.

Considering all the evidence, the Commission finds that PG&E’s data is
more thorough and complete, and therefore, finds by a preponderance of the
evidence that PG&EFE’s leak rate of 2.04% is more persuasive and adopts it for

purposes of establishing a reasonable forecast in this proceeding.

3.9.1.2. PG&E’s 2023 Forecasted Leak Repair
Unit Cost

PG&E’s 2023 forecasted unit cost for leak repairs is based on 2020 recorded
costs plus a 3.75% escalation due to annual Internal Brotherhood of Electrical
Workers (IBEW) wage increases. PG&E proposes basing its forecast on
2020 recorded costs because it is the base year consistent with the Commission’s
Rate Case Plan described in Section 1.5, herein.02 This produces a unit cost of
$8,871.603

Cal Advocates” unit cost forecast is based on 2021 recorded costs divided

by 2021 recorded leak repairs as of November 30, 2021. Cal Advocates

601 PG&E Reply Brief at 259-260.
602 PG&E Opening Brief at 293-294.
603 PG&E Reply Brief at 262-263.
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recommends using the 2021-unit cost of $8,193 per unit as a basis for the

2023 forecast because it is based on more recent data and it produces a unit cost
that is lower than PG&E's of $8,871.6%4 Cal Advocates argues that its unit forecast
should be adopted because it represents the 2021 average unit cost and compares
closely with recent recorded average costs.

As described in Section 1.5, herein, the Commission’s ratemaking
principles seek to balance ratemaking goals designed to facilitate a thorough,
effective and expeditious ratemaking process. As such the Commission balances
its interest in using recent data with other broader ratemaking principles. For this
forecast, Cal Advocates uses 2021 data which was not available at the time of
filing and does not comprise a full year of data. Other than the 11 months of
2021 data being more recent, the Commission does not find a sufficient reason to
depart from the use of the base year of 2020 recorded costs for this forecast.
Accordingly, for the unit cost for leak repairs (MAT FIG) the Commission finds
persuasive a unit cost forecast of $8,871 for purposes of establishing a forecast in
this proceeding. As a result, for the Below Ground Distribution Main Leak
Repair Program work (MAT FIG), the Commission adopts an expense forecast
for 2023 of $33.715 million.

3.9.2. Distribution Meter Set Leak Repair (MAT FIS)
PG&E states that Meter Set Leak Repair is the work to repair

non-hazardous leaks on gas meter sets. Repair of non-hazardous meter set leaks
within 36 months is required pursuant to PG&E’s internal work and compliance

matrix. PG&E projects 139,749 meter repairs in 2023 at a total forecasted expense

604 Cal Advocates accounted for the 3.75% escalation due to annual Internal Brotherhood of
Electrical Workers (IBEW) wage increases in its opening brief; Cal Advocates Opening Brief at
100-101.

-194 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

of $16.209 million.6% Cal Advocates recommends a lower forecast of
$7.536 million based on a lower number of repair units and a lower unit cost per
repair compared to PG&E’s proposal.t06

3.9.2.1. Annual Meter Set Leak Repairs for MAT
FIS

PG&E's estimate of 139,749 meter repairs in 2023607 represents a
110% increase in the number of repairs performed.o0 PG&E states that the
increase represents the company’s effort to reduce the pending backlog of
approximately 70,000 pending non-hazardous meter set leaks repairs and
preventing the backlog from continuing to grow.® PG&E characterizes this as
backlog, but also stated that pending units represent the backlog of units left
open at the end of a given year.?10 PG&E's find and repair rates are based on a
three-year average (2018 to 2020 through June) that it claims is more accurate
than Cal Advocates” methodology.

Both PG&E and Cal Advocates base their 2023 forecasts on the historical
number of find and repairs per year. However, the estimation is complicated by
the combination of sets of meter set leaks and riser thread leaks and PG&E’s
transfer of data from MAT FIH to MAT FIS.611

Cal Advocates proposes developing a forecast based on continuing meter

repair at the historic level. Cal Advocates estimates this level based on a single

605 PG&E Opening Brief at 294-295.

606 Cal Advocates Opening Brief at 101-104.
607 PG&E Reply Brief at 263.

608 Cal Advocates Opening Brief at 102.

609 PG&E Reply Brief at 264-265.

610 PG&E Opening Brief at 295.

611 Cal Advocates Opening Brief at 102-103.
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year of data as a total repair rate of 68.46%, which includes a rate of 59.54% for
meter set leaks and 8.65% for riser thread leaks. This equates to a total of
69,285 repairs — 60,645 meter set leak repairs and 8,641 riser thread repairs.612

In summary, PG&E states that Cal Advocates’ unit forecast is similar to
past repair rates but would allow the backlog of pending meter set leak volume
to continue to grow year over year, which PG&E is trying to avoid by proposing
an increased forecast. Cal Advocates claims year-to-year pending leaks are
managed as part of PG&E’s normal operation and do not warrant an escalated
repair level in the test year.613 In response, PG&E states that Cal Advocates’
position only makes sense if adequate funding is granted.

The Commission finds that costs tracked in MAT FIS represent a routine
maintenance program that needs additional funding to keep up with meter set
leak repairs and avoid an unmanageable ballooning of the backlog of
unaddressed leaks.t* Considering affordability issues presented by PG&E’s
overall request in this proceeding, the Commission finds that 80,000 is a
reasonable estimate for purposes of developing a forecast and balanced level of
annual meter set leak repairs (MAT FIS) for 2023 through 2026.

3.9.2.2. Meter Set Leak Repair (MAT FIS) Unit
Cost

PG&E’s projected unit cost for meter set leak repairs used for purposes of
developing its 2023 expense forecast represents a 133% increase above the base
year and is based on a combination of costs to repair meter set leaks, and the cost

to repair riser thread leaks, broken down by field services and maintenance and

612 Cal Advocates Opening Brief at 103.
613 Cal Advocates Reply Brief at 104.
614 PG&E Reply Brief at 265.
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construction. Meter set leak repair costs are based on 2019, not 2020, recorded
data due to the impacts on 2020 costs caused by job delays due to
State-mandated COVID restrictions. Riser thread repair costs are calculated
separately because cost per unit is higher due to some of the repairs requiring
maintenance and construction repair support and are based on a 2018-2020
year-to-date June historical average.

Cal Advocates recommends using the 2021 PG&E meter set repair unit
cost and riser thread repair unit costs to forecast the two different cost elements
because it reflects the most recent cost data. Cal Advocates states that this
equates to a 2021-unit cost for meter set repair of $110.29 and a unit cost for riser
thread repair of $98.08 and claims such costs are lower than PG&E's request of
$115.98 for the 2023 unit cost.t'> But PG&E's forecasted unit cost is based on a
combination of costs to repair meter set leaks, and the cost to repair riser thread
leaks.616

In response, PG&E disputes Cal Advocates” approach because “it does not
take into consideration a full years” work” and “uses 2021 data which was not
available at the time PG&E filed on June 30, 2021.”7617 Cal Advocates argues that
PG&E had the opportunity to provide full 2021 data in its rebuttal testimony and
should base its forecasts on the most up-to-date information.¢18

The Commission finds that, as with the unit cost for MAT FIG above,

Cal Advocates does not provide a convincing rationale for updating the data to

2021. In addition, the Commission finds Cal Advocates’ forecast unpersuasive

615 Cal Advocates Opening Brief at 104.
616 PG&E Reply Brief at 266.
617 PG&E Reply Brief at 266.
618 Cal Advocates Opening Brief at 104.
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because is not based on a full year of data. Accordingly, the Commission adopts
PG&E's unit forecast for meter set leak repairs (MAT FIS) of $115.98 for purposes
of establishing a forecast, resulting in an adopted expense forecast for meter set
leak repairs (MAT FIS) for 2023 of $9.278 million.

3.9.3. Below Ground Distribution Service
Replacement (MAT 50G)

PG&E’s Below Ground Gas Distribution Service Replacement program
works to replace or deactivate Gas Distribution services due to leaks in
accordance with federal regulations.®!® For this work, PG&E now requests a total
of $14.400 million in 2023 capital expenses tracked in MAT 50G, reflecting a
post-February 28, 2022 forecast reduction of $7.3 million from its original request
and $2.3 million lower than Cal Advocates’ original recommendation of
$16.7 million.620 The reduction is due to correction of an error in the use of
historical MAT code splits used to determine the leak repair forecast, resulting in
a 2023 unit forecast of 978 rather than 1,476.621

Because Cal Advocates does not contest the updated forecast, the
Commission finds PG&E’s updated amount reasonable. Accordingly, the
Commission adopts PG&E'’s updated forecast for PG&E’s Below Ground Gas
Distribution Service Replacement program for 2023 of $14.400 million.

3.9.4. Transmission Leak Repair (MAT JOP)

PG&E states that Transmission Leak Repair is the work to repair leaks on
Gas Transmission facilities. PG&E’s Transmission Leak Repair complies with the

requirement from the Commission’s Leak Abatement Rulemaking Best

619 PG&E Opening Brief at 298 citing to PG&E Ex-03 at 10-33.
620 Cal Advocates Opening Brief at 106.
621 PG&E Reply Brief at 267.
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Practice 21, which requires PG&E to repair all leaks “as soon as reasonably
possible after discovery, but in no event, more than three years after
discovery.”622 The intent of Best Practice 21 is to exceed the requirements in the
Commission’s General Order (GO) 112-F, which does not have a repair deadline
for above ground Grade 3 leaks.623 The 2017 mandate to repair leaks more
quickly has increased PG&E's repair forecast from 1,592 completed in 2017-2021
to 3,281 repairs. As a result, PG&E forecasts an increase in expense to
$13.210 million for 2023.624

Cal Advocates disagrees with PG&E’s above-ground Grade 3 leak unit
forecast. TURN recommends adopting a five-year average (2016-2020) unit cost
instead of PG&E’s proposed two-year average (2019-2020) unit cost.62> The
disputed issues are addressed below.

3.9.4.1. Forecast of Grade 3 Transmission Leak
Repairs

PG&E’s 2023 above ground Grade 3 leak repair forecast is based on an
estimate of active open leaks in 2020 that must be repaired within three years,
i.e., in 2023. Cal Advocates recommends a “forecast that recognizes 1/3 of the
open above ground Grade 3 leaks (159 out of 476 leaks) PG&E identified for 2020
to develop its 2023 forecast.” Cal Advocates excluded 2018 and 2019 leaks
arguing that PG&E should have already resolved them by 2023.

In response, PG&E stated that its 2023 forecast includes the known active

open Grade 3 above ground leaks from 2020 multiplied by two to account for the

62 D.17-06-015, Decision Approving Natural Gas Leak Abatement Program Consistent with Senate
Bill 1371 at 89.

623 Cal Advocates Reply Brief at 39.
624 PG&E Opening Brief at 300.
625 PG&E Opening Brief at 300.
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second half of the year. At the time PG&E developed its rate case forecast, PG&E
states that only data for 2020 YTID June was available and that PG&E is not
including leaks from 2018 and 2019 in its 2023 forecast. As shown in PG&E’s
workpapers, the 2023 above ground Grade 3 forecast is based on active above
ground Grade 3 leaks from 2020 and not 2019. Moreover, by using the 2020
year-to-date June above ground Grade 3 leak count, Cal Advocate’s calculation
does not take into consideration leaks found in the second half of 2020 that will
require repair by 2023. Consequently, PG&E states that Cal Advocates
significantly understates the above Ground Grade 3 leak count for 2020.626
Based on the evidence and argument above, the Commission finds that
PG&E has met its burden to demonstrate that its forecast of Grade 3
Transmission Leak Repairs is reasonable and the Commission adopts PG&E’s
2023 forecast of 1,902 above ground and below ground Grade 1 and 2 leaks and
1,379 Grade 3 above ground leaks (427 + 476 + 476) for a total of 3,281 leak
repairs for purposes of establishing a cost forecast for this proceeding.6?”

3.9.4.2. Transmission Pipe Leak Repair Unit
Cost

PG&E states that its 2023 forecasted unit cost for Transmission Pipe Leak
Repair is based on a two-year average, 2019-2020, plus a 3.75% escalation rate
due to increases in IBEW annual wages. PG&E states that its two-year average
aligns with the operational change that took place in 2019 where the leak survey
work transitioned from Gas Pipeline Operations Maintenance to the Leak Survey

team. Previously, Gas Pipeline Operations Maintenance leak repairs were

626 PG&E Reply Brief 268-269.
627 Cal Advocates Reply Brief at 39-40.
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captured as part of routine corrective maintenance under the work tracked in
MWC Jp.628

TURN proposes a reduction of $1.25 million in expenses by using a
five-year weighted average (2016-2020) to calculate the unit cost, given the
significant uncorrelated variability in historical unit costs. PG&E argues that a
unit cost based on a shorter two-year average (2019-2020) is more appropriate
because (1) the requirement to repair Grade 3 leaks within 36 months was not in
effect until 2017, and (2) in 2019, leak repairs transitioned from the gas pipeline
operations maintenance team to the leak survey team, thus “resulting in higher
leak find rates.” 62

The Commission finds that the information provided by PG&E does not
fully explain why the cost per Transmission Pipe Leak Repair changed from
$6,785 in 2016, dropped to $2,115 in 2018, and increased to over $3,650 in 2019
and 2020 when the number of repairs increased.®3 As a result, the Commission
finds TURN’s recommendation persuasive and, for purposes of establishing a
cost forecast in this proceeding, adopts TURN’s unit cost forecast for
Transmission Pipe Leak Repair based on the five-year average of the unit cost of
$3,291.00, instead of a two-year average suggested by PG&E. Based on these
findings, the Commission adopts a 2023 expense forecast of $10.797 million for
Transmission Pipe Leak Repair.

3.10. Gas System Operations

PG&E states that its Gas System Operations function is responsible for

maintaining sufficient design day capacity on the system, and for planning and

628 PG&E Opening Brief at 301-302.
629 TURN Reply Brief at 76.
630 TURN Reply Brief at 76-77.
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operating the Gas Distribution and GT&S system. The Gas System Operations
forecast also includes engineering for local Gas Distribution facilities and
activities related to the manual operation of gas facilities in the field.®3! Four of
the 11 expense maintenance activity types and three of the 10 capital types are
disputed.

3.10.1. Gas Distribution Control Center Operations
(MAT FGA)

PG&E states that its Gas Distribution Control Center Operations enables
Gas System Operations to mitigate operational risk by integrating operations,
capacity planning, integrity management, maintenance, and repairs into a highly
coordinated effort that is monitored and supervised from a single location. It
enables system operators, who staff the Gas Distribution Control Center
Operations 24 hours a day, seven days a week, to remotely monitor the Gas
Distribution system, including key equipment, and to respond quickly to
mitigate events that could occur. Activities under Gas Distribution Control
Center Operations also include control room management compliance,
technology maintenance (including Supervisory Control and Data Acquisition
(SCADA) and control console interfaces), and operations engineering.632

PG&E requests a 2023 expense forecast of $8.838 million for Gas
Distribution Control Center Operations, which is work tracked in MAT FGA.
Cal Advocates recommends a lower amount of $8.481 million. PG&E's request
represents a $1.2 million increase over the 2020 recorded expenses due to costs of
PG&E'’s proposed control room consolidation and SCADA Predictive Health
Analytics project. Cal Advocates recommends $.357 million less than PG&E on

631 PG&E Opening Brief at 302-303.
632 PG&E Opening Brief at 304.
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the basis that PG&E fails to prove that certain costs remain necessary in this rate
case period (2023-2026).633

3.10.1.1. Costs Associated With PG&E’s
Consolidation Plan

PG&E states that it allocated $0.078 million for consolidation activities to
train Distribution and Transmission Control System employees to operate both
systems. However, the proposed consolidation will no longer occur. Members of
IBEW voted against adopting the consolidation plan, so PG&E “will continue to
operate the gas system under the current distribution transmission structure.”
Nevertheless, PG&E claims that it needs to “backfill approximately six additional
gas control operators and supervisors that were left vacant in preparation for
implementation of the Gas Control Room Consolidation Plan.” PG&E expects
that backfilling these positions “will exceed the incremental cost forecast”
originally presented to the Commission. Cal Advocates states that PG&E fails to
provide a workload study, a breakdown of salaries, or additional evidentiary
support for the need and cost of these employees. For this reason, Cal Advocates
argues that PG&E’s request of $0.078 million for consolidation activities should
be denied.634

In response, PG&E states that its work papers contain information that
allows the incremental cost of hiring the additional Gas Control employees to be
estimated. PG&E states that the approximate annual cost of backfilling the
six additional gas control operator and supervisor positions is $1.586 million and
can be calculated by taking the fully-burdened cost for a Gas Control employee
and by multiplying that cost by the six FTEs to be hired. In addition, PG&E

633 Cal Advocates Opening Brief at 107.
634 Cal Advocates Opening Brief at 107-108.
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claims that the $1.586 million annual cost of hiring six additional Gas Control
employees is nearly three times the cost of the 2021 Gas Control Consolidation
forecast of $559,556.635

The Commission finds that whether or not the full amount of the
$1.586 million forecast is needed remains a reasonable question in light of the
record. The Commission expects PG&E to justify its future increases in forecasts
with sufficient detail. In this case a workload study and a breakdown of salaries
would provide additional evidentiary support for the need and cost of these
employees. Because PG&E has not supported its request by the preponderance of
evidence, the Commission is persuaded by Cal Advocate” arguments and finds
Cal Advocates’ recommended disallowance of $0.078 million for consolidation

activities that never occurred to be reasonable.

3.10.1.2. The SCADA Predictive Health Analytics
Work

PG&E states that it allocates $0.279 for incorporation of SCADA Predictive
Health Analytics in 2023. According to PG&E, “[t]his work has historically been
adopted in prior rate cases and funded as part of ongoing Information
Technology projects, since the tools and predictive health methodologies to mine
the data were continuously being developed and modified.”¢% In this rate case,
however, PG&E presented its forecast for this work in different accounting codes
— it was historically presented in MAT codes JVA and 2FA and is now
presented in MAT codes FGA and CMA. Cal Advocates argues that PG&E fails
to explain why it modified the accounting codes for this work activity. Such

modification adds a level of complexity to already-complicated GRC applications

635 PG&E Reply Brief at 272-273.
63 PG&E Ex-16-E (Rebuttal) at 11-14 to 11-15.
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and makes it more challenging for the Commission and parties to compare
historic costs with future forecasts. Cal Advocates states that, because PG&E has
failed to support its accounting cost transfer or explain why current funding for
this project is insufficient, the Commission should deny PG&E’s request.t37

In response, PG&E states that Cal Advocates misunderstands the nature of
the Supervisory Control and Data Acquisition (SCADA) Predictive Health
Analytics program that is now part of Gas Distribution Control Center
Operations arguing this is not new or additional work, but merely a shift to
MAT FGA of existing work previously charged to other MAT codes. The SCADA
Predictive Health Analytics was forecast as part of the 2019 GT&S rate case and
the 2020 GRC in MAT JVA and MAT 2FA as a technology project. In preparing
the 2023 rate case forecast, PG&E presented the forecast for SCADA Predictive
Health Analytics in MAT FGA (GDCC) and MAT CMA (GTCC) instead of
forecasting the costs in MAT JVA or MAT 2FA. The forecast presented in the
2023 rate case is simply an accounting cost transfer for continuing activities and
is not a new program to the GRC. PG&E is not forecasting any incremental
headcount additions to perform SCADA Predictive Health Analytics work
during this rate case period.3

The Commission agrees with Cal Advocates that PG&E’s modification of
accounting codes for its forecasts adds complexity to PG&E's rate case
applications that requires better explanation in its initial application rather than
waiting to provide it in rebuttal testimony, answers to data requests, and reply

briefs. The Commission requires greater transparency and more thorough

637 Cal Advocates Opening Brief at 108.
638 PG&E Reply Brief at 273 to 274.
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documentation of forecasts in future applications. Nevertheless, the Commission
finds PG&E's forecast for SCADA Predictive Health Analytics Work in

MAT FGA to be supported. The forecast presented here is an accounting cost
transfer for continuing activities and is not new work. For Distribution Control
Center O&M expenses for 2023 tracked in MAT FGA, the Commission reduces
PG&E'’s forecast by $0.078 million and adopts a 2023 expense forecast of

$8.760 million.

3.10.2. Gas Distribution Manual Field Operations
(Expense MAT FGB)

PG&E states that the Gas Distribution Manual Field Operations must be
performed from time to time to connect and calibrate pressure test gauges and
portable pressure recorders, to retrieve and replace paper charts from the
recorders, to remove incidental pipeline liquids, and to perform similar activities.
Furthermore, PG&E explains that when system demands are high, and to deal
with other abnormal situations, personnel may be dispatched to operate certain
field equipment manually.63

PG&E requests a 2023 expense forecast of $1.056 million for Gas
Distribution Manual Field Operations, which is work tracked in MAT FGB. This
is an increase of $0.1 million over 2020 recorded amounts. Cal Advocates
recommends a $0.27 million reduction for the forecast associated with MAT FGB
because PG&E's request does not account for the declining trend of expenses for
manual field operations. Cal Advocates’ recommendation is based on PG&E's
recorded expenses of $0.829 million for MAT FGB in 2021. PG&E admits that its
expenses have decreased from 2016 to 2021 “due to a decrease in the number of

manual field operations that were required to calibrate portable pressure chart

639 PG&E Opening Brief at 308.
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recorders in the field.”640 In fact, PG&E has observed a declining trend of
approximately 10% per year on average in MAT FGB recorded expenses during
that time period. According to PG&E, as the company “installs more Supervisory
Control and Data Acquisition (SCADA) devices that can monitor the gas
distribution system remotely, such as Electronic Pressure Recorders (ERXs) and
Remote Terminal Units (RTUs), fewer pressure chart calibrations are
required.”®4! In line with PG&E’s SCADA criteria objectives, the company plans
to complete 73% of the regulation station SCADA field installations by 2022.
Despite acknowledging the declining trend for MAT FGB costs, PG&E argues
that its forecast is still correct because “the frequency at which PG&E performs
manual field operations is variable and is dependent upon system conditions
that include the need to throttle values during peak demand days, to performing
site visits after winter storms to ensure asset calibration.” 642

The Commission finds that an analysis of the six-year average (2016-2021)
of MAT FGB costs (un-escalated) is $1,113,777, exceeding PG&E’s 2023 forecast of
$1.056 million and appropriately reflects the declining trend. Furthermore, the
recorded costs show that there continues to be variability in these costs. For
example, from 2019 to 2020, the costs jumped from $899,000 to $957,000.643
Therefore, the Commission finds that the continued variability does not support
reducing the 2023 forecast so steeply for MAT FGB based on one year of data.t4

Nor does the declining trend reflected in PG&E’s data support an increase for

640 PG&E Opening Brief at 309.

641 Cal Advocates Opening Brief at 109.

642 Cal Advocates Opening Brief at 108-109.
643 PG&E Reply Brief at 274-275.

644 PG&E Opening Brief at 309.
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2023. Accordingly, the Commission adopts the amount of the 2020 recorded
amount of $0.957 million for the 2023 expense forecast for MAT FGB.t45

3.10.3. GT&S Operations (MAT CMA)
PG&E states that GT&S Operations require staff in the Gas Transmission

Control Center (GTCC), Gas Scheduling & Accounting, Gas System Planning
(GSP) and Gas Operations Control Technology & Integration team to operate the
GT&S system, maintain the SCADA and other GTCC systems, support
customers using the system, and plan for capacity and operations on a daily and
longer-term basis. PG&E’s 2023 forecast for MAT CMA is $17.297 million.64
PG&E is seeking additional funding of $3.6 million over recorded 2020 expenses.
PG&E attributes the increase to four key drivers: (1) PG&E’s plan for control
room consolidation; (2) periodic wage increases for union represented
employees; (3) hiring five additional engineers; and (4) inclusion of SCADA
Preventative Health Analytics work.64

Cal Advocates recommends reducing the forecast for MAT CMA in 2023
by $1.94 million to $15.36 million for several reasons. First, the previously
proposed consolidation will no longer occur because IBEW voted to not adopt
the consolidation plan. Second, PG&E does not justify its decision to present
SCADA analytics work in new accounting codes. Third, the addition of five new
employees at an expense of $1.17 million in May 2021 does not support the need
for additional funding in 2023. PG&E’s expenses tracked in MAT CMA were
$13.80 in 2021 and $13.75 million in 2020. Finally, Cal Advocates’

645 PG&E Ex-03, WP 11-6.
646 PG&E Opening Brief at 309-310.
647 Cal Advocates Reply Brief at 110.
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recommendation of $15.36 million still exceeds the average from 2016-2021 for
MAT CMA of $13 million.648

In response, PG&E states: (1) its GSP team performed a workload study vs.
resources that showed that PG&E’s GSP team was projected to be understatfed
by 17% by 2021; and (2) the cost of the additional engineers was only incurred for
the second half of 2021, representing an incremental cost of approximately
$0.5 million.649

The Commission finds that PG&E’s fails to persuasively support its
request for additional funding above the $13.80 million in 2021 to $17.3 million in
2023. Rather, the Commission finds the amount of $15.360 million recommended
by Cal Advocates is better supported. Accordingly, the Commission adopts a
2023 expense forecast of $15.360 million for GT&S Operations (MAT CMA).

3.10.4. Electric Power for Compressor Fuel and
Other Equipment (MAT CMB)

PG&E states that electric power for compressor fuel and other equipment
includes the cost of operating electric-powered gas compressors at Bethany and
Delevan compressor stations on the backbone transmission system, the
McDonald Island storage facility, and on the local transmission system in
Santa Rosa. PG&E further states that MAT CMB also includes the costs for
electric power used by SCADA devices, station buildings, and other electric
equipment on the transmission system.630

PG&E forecasts 2023 expense of $29.125 million for MAT CMB. This

forecast is $2.1 million more than in 2020 recorded amounts and above the

648 Cal Advocates Opening Brief at 110-111.
649 PG&E Reply Brief at 276-278.
650 PG&E Opening Brief at 312.
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historical average for 2016-2020, which was below $24.5 million. PG&E states
that this increase is driven by increased electricity usage and higher electricity
costs to run the electric gas compressor stations.®5!

Cal Advocates recommends reducing PG&E’s 2023 forecast for work
tracked in MAT CMB by $1.625 million to $27.5 million because PG&E has not
provided sufficient support for the increase above the historical average.

Cal Advocates bases its forecast on the historical average of $24.5 million plus an
additional 12.25% to account for increases in fuel and electricity costs.652

The historic costs for the five-year average relied on by Cal Advocates are:
$20.9 million (2016); $20.4 million (2017); $21.7 million (2018); $24.8 million
(2019); and $27.0 million (2020). PG&E claimed that Cal Advocates use of a 2016
to 2020 average was inappropriate because it did not capture the increasing
trend.653

The Commission finds that the evidence for an increasing trend is
contradicted by PG&E’s recorded expenses for MAT CMB in 2021 dropping to
$24.278 million, which is close to the 2016-2020 historical average of
$24.5 million.®5* Consequently, the Commission finds a forecast based on the

historical average to be more reasonable and adopts a 2023 expense forecast for

MAT CMB of $27.500 million.

651 PG&E Opening Brief at 313.

652 Cal Advocates Opening Brief at 111-112.
653 PG&E Reply Brief at 279.

654 Cal Advocates Opening Brief at 112.
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3.10.5. SCADA Visibility Program — Gas Distribution
Remote Terminal Units (Capital MAT 4AM)
and Gas Transmission (Capital MAT 76M)

PG&E states that its SCADA program sends pressure and flow data to the
Gas Distribution Control Center to provide operators with constant monitoring
of the gas distribution system. If the devices detect conditions that are out of the
normal range, they send an alarm to the Gas Distribution Control Center that is
investigated and remediated. PG&E states that data from SCADA devices also
helps engineers validate and calibrate hydraulic models leading to more efficient
designs and data.

PG&E explains that it operates two basic types of SCADA devices: RTUs
and ERXs. RTUs are capable of real time data transmission with multiple sensing
capabilities, including pressure transmitters, pressure differential transmitters,
switches, and other instruments. RTU units are therefore the most valuable in
detecting abnormal conditions in real time and allowing the Gas Distribution
Control Center to mitigate unsafe situations. ERX devices are capable of periodic
data transmission at fixed intervals with limited sensing capabilities.5

For the Gas Distribution SCADA (MAT 4AM) program, PG&E forecasts
spending $22.787 million in 2023.65¢ This request is 25% lower than the
$29.8 million adopted for this program in 2022.657 PG&E's strategy is to provide
100% visibility into all hydraulically independent systems containing 50 or more

customers by 2025 to provide the Gas Distribution Control Center with increased

655 PG&E Opening Brief at 314.
656 PG&E Opening Brief at 315.

657 PG&E’s 2022 Risk Spending Accountability Report (March 31, 2022), at 2-13, Table 2-4,
MAT 4AM; Opening Comments of PG&E at 23.
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visibility into system performance and allow quicker identification and response
to abnormal operating conditions.638

For Gas Transmission lines (MAT 76M), PG&E proposes to install SCADA
devices at all transmission regulating stations and compressor stations to enable
a high degree of monitoring and control for the GTCC. The installations
proposed under this program will improve the GTCC's ability to detect and
prevent potential operational issues before they escalate into events, and its
ability to mitigate events that may occur despite these preventative efforts. For
gas transmission lines, PG&E requests a 2023 expense forecast of $2.778 million
(MAT 76M) for funding to install a total of 32 additional SCADA sites (eight per
year) on Local Transmission stations between 2023-2026, bringing Local
Transmission regulator station visibility from 60% at the end of 2022 to
approximately 69% by 2026.65

PG&E’s justification for installing additional SCADA devices on gas
distribution lines (MAT 4AM) and transmission lines (MAT 76M) is similar and
summarized as follows: (1) PG&E forecasts installing RTUs at the remaining
297 locations identified to provide 100% visibility into all hydraulically
independent systems (HIS) containing 50 or more customers; (2) completing
PG&E’s SCADA network provides the Gas Distribution Control Center and
GTCC the ability to implement a predictive approach to operating the system;
(3) only approximately 10%, or 30 locations, out of the remaining 297 forecast
SCADA installations on the Gas Distribution system are classified as “low risk;”

(4) PG&E’s Gas Distribution Control Center SCADA program enhances

658 PG&E Reply Brief at 280.
659 PG&E Opening Brief at 319.
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compliance with state and federal regulations; and (5) installing additional
SCADA devices provides the GTCC the situational awareness to identify
conditions that may lead to abnormal events, diagnostic capabilities to determine
the cause (e.g., station failure, pipeline capacity constraints, etc.), and the ability
to proactively take action to reduce the time to respond and minimize potential
impact on customers if they should occur.660

TURN recommends discontinuing funding for PG&E’s Gas Distribution
SCADA (MAT 4AM) Visibility Program and GT SCADA (MAT 76M) Visibility
Program because: (1) these discretionary programs have extremely low RSEs and
are not cost-effective; and (2) there is relatively little residual risk to be
mitigated.®®1 To support its recommendation further, TURN adds that PG&E has
installed at least one SCADA device at each backbone station, which provides
“100 percent visibility for the backbone system.” With respect to the local
transmission system, PG&E already “has visibility at all large regulator stations;”
the proposal here would “extend visibility into smaller systems.” 662

In response, PG&E states that much of the remaining work is necessary to
provide complete visibility to larger HISs and complete SCADA equipment
installations on smaller and single station HISs to effectively monitor these
systems.®63 However, PG&E does not quantify how many larger and smaller
HIS’s are remaining along with the relative risk reduction benefits of installing

additional SCADA systems.

660 PG&E Reply Brief at 281-282, 289.
661 TURN Opening Brief at 320.

662 TURN Opening Brief at 318.

663 PG&E Reply Brief at 286.
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In the last GT&S rate case, PG&E proposed to install a SCADA device
every 20 miles on long segments of its backbone transmission system and other
high priority pipeline segments, including nine SCADA devices on its backbone
transmission system and 26 SCADA devices at regulation stations on its local
transmission system and the Commission adopted a forecast of $10.2 million
over 2019-2021 to fulfill these plans.t*4 In this rate case, PG&E requests authority
to install a total of 32 additional SCADA sites (eight per year) on Local
Transmission stations between 2023-2026, bringing Local Transmission regulator
station visibility from 60% at the end of 2022 to approximately 69% by 2026. For
this number of additional GT SCADA sites, PG&E requests $2.8 million of
2023 capital expense funding. This is less than the forecast authorized in the last
GT&S rate case for additional SCADA distribution and transmission sites. The
reduction is justified by the low RSE scores for this activity. Accordingly, the
Commission adopts a forecast for 2023 for eight additional SCADA devices in
this rate case only for gas transmission as tracked in MAT 76M of $2.778 million.

With regard to PG&E’s Gas Distribution SCADA (MAT 4AM) Visibility
Program, PG&E provides insufficient information regarding the number of
HIS’s remaining along with the relative risk reduction benefits of installing
additional SCADA systems. Accordingly, the Commission does not adopt
PG&E’s 2023 capital forecast of $22.787 million for additional Gas Distribution
SCADA devices in this rate case, which is work tracked in MAT 4AM.

3.10.6. Gas Transmission Capacity for Load Growth
(Capital MAT 73A)

PG&E states that capacity projects install gas transmission facilities to meet

non-customer specific demand growth. Examples of capacity projects include

664 .19-09-025 at 220-221.
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constructing new gas pipelines (including parallel lines), increasing regulating
station capacity, and adding new regulating stations. PG&E explains that the
need for new transmission capacity projects is driven by demand growth from
increasing population, higher commercial and industrial loads, and increases in
gas usage from factors such as space additions to existing housing.6

PG&E forecasts $8.589 million in capital expenditures for capacity projects
in 2023.6% To develop this capacity forecast for work tracked in MAT 73A, PG&E
prepared a program level forecast by utilizing a three-year average of recorded
costs (2017-2019) and reducing the forecast by 50%. PG&E explains that the 50%
reduction represents the level of uncertainty that PG&E has in projects being
identified during the 2023 rate case period and reflects the cost necessary to build
capacity on an as-identified basis.?¢” In addition, PG&E provided estimates for
four projects in October 2021 that are in their early planning stages in 2023.668

TURN recommends a reduction in the forecast for MAT 73A based on
using the three most recent years from 2018-2020 instead of an average of the
capacity projects from 2017-2019. Fifty percent of the average of those years
produces a reduced forecast of $6.028 million for 2023. TURN contends PG&E

could avoid the need for additional transmission capacity entirely by using

665 PG&E Opening Brief at 322.

666 PG&E Opening Brief at 323.

667 PG&E Reply Brief at 293-294; TURN Opening Brief at 318.

667 PG&E Reply Brief at 286.

667 D.19-09-025 at 220-221.

667 TURN Opening Brief at 324; CPUC Resolution WSD-002 at 20.
667 PG&E Reply Brief at 293-294; TURN Opening Brief at 315-318.
668 PG&E Reply Brief at 295-297.
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alternatives such as peak-shaving and use of LNG and CNG support. PG&E
accepts that in some areas it is able to leverage these alternatives. At the same
time, PG&E disputes TURN's position to some extent, stating that for some areas
identified as needing capacity expansion, these are not viable options. In
addition, PG&E states that it continues to see load growth in a number of areas
not currently affected by policies restricting gas usage.®®?

In Section 1.5 above, PG&E advocates forecasts based on 2020 recorded
data and 2021 and 2022 forecasted data. But for this forecast it uses data in 2021
for four new, uncertain projects in their early planning stages estimated between
$30 million and $55 million. Yet, PG&E'’s forecast is based on 50% of three-year
average resulting in a forecast of $8.6 million. The Commission finds this
methodology to be irreconcilable. Instead, the Commission adopts a forecast
based on the more recent average of the data as recommended by TURN from
2018-2020 of $6.028 million for 2023 for MAT 73A.

3.11. Gas Research Development and Deployment
Program

PG&E states that the purpose of the R&D and Deployment Program is to
detect, develop, test, and introduce new methods and technologies into PG&E’s
Gas Distribution And Transmission operations to improve gas safety, reliability,
and efficiency. The R&D and Deployment team has defined seven priorities that
address the major threats, as identified in the Gas Operations” Risk Register and
support mitigation measures: (1) extending the safe operational lifetime of our
pipelines; (2) understanding the condition of PG&E's assets; (3) developing
proactive, as opposed to reactive, operations; (4) reinventing leak management;

(5) eliminating dig ins; (6) improving construction methods; and (7) decarbonizing

669 PG&E Reply Brief at 297-298.
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the gas system. While these priorities help guide R&D and Deployment, efforts
undertaken on a year-to-year basis vary based on risks to PG&E’s gas organization
and collective needs of the collaborations and consortia to which PG&E
contributes.®”0 For Gas R&D and Development, PG&E’s forecast for 2023 is
$11.497 million ($5.850 million Gas Distribution and $5.647 million Gas
Transmission). This amount is more than twice the 2020 recorded amount of
$5.339 million. The largest driver of this increase is in the category of
Contributions to Collaborations and Consortiums - Other, which PG&E seeks to
increase from $1.777 million in 2020 to $5.863 million in the 2023.671

TURN recommends reducing the Gas R&D and Deployment Program
forecast for Gas Transmission by $2.002 million to $3.648 million and the forecast
for Gas Distribution by $2.084 million to $3.766 million.672 TURN bases its
forecast on the last recorded year level of $1.777 million for Contributions to
Collaborations and Consortiums - Other because PG&E provided no supporting
documentation or calculations to support the requested increase.6”3
Cal Advocates recommends a similar reduction because PG&E’s request is
inadequately supported.674

The Commission agrees with both intervenors that the 2020 costs are the
last recorded year and the most known and measurable basis for a forecast and
adopts a forecast of $7.414 million for PG&E’s 2023 Gas R&D and Deployment
Program (MAT GZA). However, PG&E shall not record any Gas R&D and

670 PG&E Opening Brief at 334.

671 TURN Opening Brief at 328.

672 TURN Opening Brief at 328-329.

673 TURN Opening Brief at 328.

674 Cal Advocates Opening Brief at 113-114.
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Deployment program expenses in a one-way balancing account until an annual
Tier 3 Advice Letter outlining its Gas RD&D budget plan is approved.¢”>

Consistent with prior Commission decisions and resolutions approving
other gas R&D and Development Programs,t76 PG&E shall submit an annual
R&D and Development research plan for Commission approval. In Resolution
G-3592, the Commission approved a proposed budget for the California Energy
Commission (CEC) gas R&D program for fiscal year 2022-2023 of $960,000. This
amount will fund a comprehensive evaluation of the CEC’s Gas R&D program to
be implemented by Energy Division, including developing a scope of work,
issuing a competitive request for proposal, and hiring and managing the
contractor.”7 This will ensure optimal research investment to promote
innovation, ratepayer benefits, and coordination with other gas RD&D programs.
To ensure accountability of PG&E’s Gas R&D and Development portfolio, PG&E
shall submit its annual research plan via an initial Tier 3 Advice Letter filed by
June 1, 2024 following guidance based on D.19-09-051, Resolution G-3586, and
Resolution G-3592 as follows:

(1) The annual research plan should detail budgets broken
down by research sub-program area and explain how the
projects improve reliability, safety, equity, affordability,
and environmental benefits, and incorporates input from
key stakeholders, such as the Disadvantaged
Communities Advisory Group.678

(2) The annual research plan should include a proposed
benefits analysis framework, created in consultation with

675 D.19-09-051 (SoCalGas Test Year 2019 GRC) at 379.
676 PD.19-09-051 (SoCalGas Test Year 2019 GRC).

677 CPUC Resolution G-3592, OP 3.

678 D.19-09-051 at 379.
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Energy Division staff. This framework should provide
sufficient quantitative estimates of potential safety,
reliability, operational efficiency, improved affordability,
environmental-related benefits, benefits to underserved
communities, and numeric targets or a specified numeric
range of potential benefits for projects.67

(3) PG&E should cap its administrative costs for Gas RD&D
at 10%.980 Using Staff’s recommended decrease in
funding, this would cap PG&E’s administrative budget
at $741,442. PG&E's annual research plan should provide
detail about administrative costs and require PG&E to
allocate these cost categories to its administrative budget
as outlined below:68!

Program Administrative
Cost Budget Item Calendar Year ($)

Investment Plan Development

Project Planning and Initiation

Project Oversight and Governance

Stakeholder Communication, Engagement,
and Outreach

Regulatory Support Compliance

Internal Management Coordination

Program and Process Coordination and
Improvement

Administrative Activities

Supervision and Personnel

Training and Development

Total

(4) Inits annual research plan, PG&E should explain how its
proposals for low carbon research projects (rather than

679 CPUC Resolution G-3586, OP 5.
680 D.21-11-028.
681 Resolution G-3586, OP 4.
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zero/no carbon projects) support the State’s aggressive
zero-carbon goals.682

(5) The annual research plan should include information on
funds encumbered, spent, and unspent. The plan should
also outline co-funding and collaborative partners and
explain how P&GE engages with diverse academic
populations. Further, PG&E should describe how its
research plan will benefit underserved communities.683

(6) PG&E shall hold an annual workshop prior to submitting
its Tier 3 Advice Letter Annual Gas RD&D Investment
Plan and shall consult with Energy Division to develop
the workshop agenda. The annual workshop shall be
held at least 90 days before submitting its annual Gas
RD&D research plan to the CPUC to allow sufficient time
to incorporate stakeholder feedback. At these workshops,
PG&E shall present the results of the previous year’s
RD&D program and obtain input regarding its proposed
spending for the following calendar year. The workshop
shall follow the guidance of D.19-09-051 Ordering
Paragraph 30.684

(7) Prior to the workshop, PG&E should submit its RD&D
annual report to Energy Division staff describing prior
years’ RD&D program including a summary of ongoing
and completed projects; funds expended, funding
recipients, and leveraged funding; and an explanation of

the process used for selecting RD&D project areas as well
as the structure of PG&E’s RD&D portfolio.

(8) PG&E shall provide Energy Division staff with the
workshop presentation materials as well as
documentation on stakeholders consulted in the

682 Resolution G-3586 at 20-21 describes the Commission’s preference toward zero-emissions
projects.

683 Resolution G-3586.
684 1, 19-09-051 at OP 30.
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development of RD&D projects, both at least one week
before the workshop.

(9) PG&E shall engage relevant stakeholders to encourage
their attendance at the workshop, such as the California
Energy Commission, the Disadvantaged Communities
Advisory Group, the U.S. Department of Energy, and
other organizations engaged in gas research and
development.

(10) PG&E’s research plan should allocate approximately
$296,400 to an evaluation or audit.

(11) PG&E’s research plan may separately allocate and track
funds for gas research development and deployment in
one database that tracks all ratepayer-funded R&D and
Development projects across these industries.

3.12. Other Gas Operations Support
PG&E states that general support expenses for both Gas Distribution and

GT&S related to various programs includes the Engineer Rotation Development
Program (ERDP); gas consulting contracts; gas operations data management; the
Gas Asset Strategy’s Alternative Energy Program, and CEMA straight time labor.
For the distribution portion of CEMA straight time labor, MAT AB#, PG&E's
2023 forecast is $16.4 million. For the CEMA straight time labor GT&S portion of
MAT AB#, PG&E’s 2023 forecast is $18.0 million, including $1.3 million for the
Alternative Energy Program.®> The CEMA straight time labor expense is
discussed below in Section 3.12.1.

The Alternative Energy Program provides an incentive for customers to
replace their gas equipment and appliances with electric where such conversion
avoids the need for more costly upgrades or replacement of current gas assets

and aligns with PG&E’s efforts to reduce its overall gas footprint while reducing

685 PG&E Opening Brief at 336.
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risk in the system. The Alternative Energy Program has been focused on high
pressure regulator conversions, but PG&E also leverages conversions “when
there is a complex execution issue such as compromised infrastructure or
challenging areas (railroad tracks, rivers, canal, shallow pipe, remediation site,
Cal Trans right-of-way, newly paved, moratorium, erosion).” 686

TURN recommends that PG&E be authorized twice its requested amount,
or $2.6 million annually, to pursue the Alternative Energy Program in 2023 and
the years following, subject to reporting requirements that would help inform
the state’s future efforts at coordinating customer electrification with
opportunities to reduce gas system investments.” 7 While still small in scope, the
Alternative Energy Program is a promising program that could help illuminate
opportunities and barriers to effectively coordinating customer electrification
with gas system planning.

PG&E agrees with TURN’s recommendation to increase funding for the
Alternative Energy Program. But PG&E does not agree the detailed reporting
recommended by TURN?®88 is necessary or narrowly tailored to inform future gas
system planning efforts and maximize the benefits to ratepayers from funding
customer electrification. Instead, PG&E urges the Commission reject TURN's
detailed reporting proposal and instead direct Commission staff to host a
workshop with parties to develop the appropriate topics for reporting and
timing for implementation.

The Commission observes that gas system planning efforts and those to

fund customer electrification should also be coordinated with related programs

686 TURN Opening Brief at 330.
687 PG&E Opening Brief at 337.
688 TURN Opening Brief at 330-332.
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and proceedings, including the Long-term Gas Planning and Zonal
Electrification proceedings. Related programs that fund gas capital investments
that may be avoided through electrification include the Reliability Service
Replacement Program (MAT 50B), the High-Pressure Regulator Program

(MWC 2K), the gas Advanced Metering Infrastructure Module Replacement
Program, the New Business Program, and the Work At The Request Of Others
Program. Accordingly, the Commission adopts a forecast of $30.753 million in
O&M expense for the Alternative Energy Program ($2.6 million plus

$17.853 million from the High-Pressure Regulator Program and $10.3 million
from the Reliability Service Replacement Program). These funds shall be tracked
in a one-way balancing account to track additional funding diverted from the gas
capital investment programs above. In addition, the Commission directs PG&E
to host a meeting in coordination with the Commission Energy Division to
develop the topics for reporting and timing for implementation consistent with
this decision. Notice of this meeting should be provided on the service list for
Long-Term Gas Planning proceeding, R.20-01-007, and for Building
Decarbonization proceeding, R.19-01-011.

3.12.1. StanPac Transmission Pipeline (Expense
MAT 34A and Capital MAT 44A)

PG&E states that it owns, operates, and maintains the StanPac
Transmission Pipeline that runs from Rio Vista to Richmond.®? PG&E tracks
work for StanPac Transmission Pipeline in MAT 34A for expense and MAT 44A
for capital. The StanPac expense MAT tracks any gas expense project on a
StanPac line. PG&E’s 2023 expense forecast is based on a three-year average

(2018-2020), adjusted to remove one-time historical projects, and includes

689 One-seventh of this pipeline is owned by the Chevron Corporation.
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project-specific additions related to programs in the Transmission Pipe Asset
Family. The StanPac capital MAT covers any gas capital project on a StanPac line.
PG&E'’s 2023-2026 capital forecast is based on a three-year average (2018-2020),
adjusted to remove one-time historical projects, and includes project-specific
additions related to programs in the Transmission Pipe Asset Family.6%

TURN recommends adjustments to Transmission Pipe Asset Family
programs (Traditional ILI, ICDA, and Strength Testing) that impact expense and
capital costs for the StanPac Transmission Pipeline.

Consistent with the TURN forecasts adopted for these programs above, the
Commission adopts TURN'’s proposed $.507 million reduction to PG&E forecast
for StanPac expenses (MAT 34A) and $2.505 million in 2023.99! For capital
expenditures (MAT 44A), the Commission adopts forecasts of $2.887 million in
2023, $2.880 million in 2024, $15.245 million in 2025, and $15.736 million in 2026
based on TURN's proposed adjustments.®92

3.12.2. CEMA Straight Time Labor Expense (MAT
AB#) and Capital Expenditure (MAT 21#)

PG&E proposes a new two-way balancing account, which PG&E refers to
as the Catastrophic Event Straight-Time Labor Balancing Account (CESTLBA), to
recover straight time labor costs associated with its repair and restoration

activities for Catastrophic Event Memorandum Account (CEMA)-eligible events.

690 PG&E Opening Brief at 339.

691 TURN'’s proposed reduction is provided in PG&E Ex-16-E (Rebuttal) at 13-4T (Table 13-2).
PG&E'’s final forecast of $3.012 million is provided in PG&E Ex-03-ES at iii.

692 PG&E Ex-16 (Rebuttal) at 13-6, Table 13-4; PG&E Ex-03-ES at v; TURN proposed the
following capital adjustments: +$.077 million for 2023, -$3.282 million for 2025,
and -$3.366 million for 2026. TURN Opening Brief at 986.
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PG&E’s CEMA straight time labor request for Gas Operations is forecast
in MAT 21# for capital and MAT AB# for expense.® This program and party
positions are discussed in detail in Section 4.6.2.

For MAT AB#, PG&E’s CEMA expense forecast is $2.9 million in 2023.694
For MAT 21#, PG&E'’s capital expenditure forecast is $2.1 million in 2023,
$2.1 million in 2024, $2.2 million in 2025, and $2.3 million in 2026.6%

As discussed in Section 4.6, the Commission denies PG&E's request to
establish a CEMA straight-time labor balancing account. Accordingly, PG&E’s
request to recover related expenses and capital expenditures is denied.

3.13. New Business and Work at the Request of Others

PG&E's states that its New Business work consists of connecting new
customers to PG&E’s Gas Transmission or Gas Distribution systems, and Work
At The Request Of Others consists of relocating PG&E's existing Gas
Transmission or Gas Distribution facilities at the request of governmental
agencies, customers, and other third parties. This work includes eight expense
MATs related to Work at the Request of Others and 17 capital MATs.6% The
disputed forecasts are discussed below.

3.13.1. Gas Transmission Work at the Request of
Others (Expense MAT JTA)

PG&E states that its Gas Transmission Work At the Request Of Others
(WRO) program encompasses work required by tariff, third-party requests, and

franchise compliance. This work includes Gas Transmission non-plant

693 PG&E Opening Brief at 332.
694 TURN Opening Brief at 327.
695 PG&E Opening Brief at 332.
6% PG&E Opening Brief at 340-341.

-225-



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

relocations and alterations of gas facilities requested by others. Typical projects
include valve frame and cover alterations for street widening projects, lowering
transmission facilities to avoid a conflict with agency roadwork, adding
mechanical protection such as a concrete cap over a pipeline crossing a highway,
road, street, or other facility, and accommodating a project without requiring the
re-location of the pipeline. This work is generally required by City, County, State,
or other jurisdictional agencies.

For work tracked in MAT JTA, PG&E requests a 2023 expense forecast of
$1.129 million based on an escalated five-year average of recorded costs from
2015 to 2019.67 This represents a $0.9 million increase over recorded 2020
expenses, which PG&E attributes to a low amount of spending in 2020 compared
to historical averages.®® PG&E explains that its forecast was developed using a
five-year historic annual average from 2015-2019. Each year was escalated to the
rate case base year and then an average was developed based on net costs. A
five-year average was chosen to accommodate the changes that occur within the
WRO Program. Agencies and developers consistently adjust their timelines
based on funding and readiness issues. According to PG&E, utilizing five-year
average accounts for some of the variations that can occur with respect to
WRO projects.6%

Cal Advocates recommends a reduction in the MAT JTA forecast of about
50% to $0.51 million on the basis that PG&E failed to prove that its methodology
accurately forecasts its 2023 MAT JTA expenses.” Cal Advocates contends that

697 PG&E Opening Brief at 342.

698 Cal Advocates Opening Brief at 114.

69 Cal Advocates Opening Brief at 133.

700 Cal Advocates Opening Brief at 114-115.
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2020 expenses were not significantly lower than previous years. From 2016-2021,
PG&E'’s expenses for MAT JTA averaged $0.37 million per year. Cal Advocates
also claims that PG&E picked a period with the highest costs, escalated those
costs even more, and then developed an average to support its forecast.
According to PG&E's historic recorded expenses, 2020 was not an anomalous
year. In fact, 2020 recorded expenses of $288,000 were higher than 2019 recorded
expenses of $173,000 and 2017 recorded expenses of $83,000. To calculate its
six-year average of historic costs, Cal Advocates eliminated the “high-cost year”
of 2015 and used recent 2020 and 2021 data. This yielded average expenses of
$0.37 million per year for MAT JTA.701

In response, PG&E states that Cal Advocates” six-year 2016-2021 average of
yearly expenses is not representative because it selectively omits the high
spending year of 2015 but includes the very low 2020 spending year that was
impacted by COVID-19. PG&E contends that the five-year average from 2015 to
2019 is the most accurate representation of the recorded expense variations that
can occur within this program. In addition, PG&E claims that Cal Advocates use
of 2021 data is improper because 2021 recorded expenses for 2021 were not
available to PG&E when determining its 2023 forecast prior to filing on June 30,
2021.

This dispute hinges on whether the average of recorded costs for MAT JTA
for the five years from 2015-2019 or the average from 2016 to 2021 better
represents the Gas Transmission expense forecast for work at the request of
others. PG&E argues for using the earlier average and excluding 2020 recorded

expenses because MAT JTA recorded expenses in 2020 were 70% below the

701 Cal Advocates Opening Brief at 134.
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2015-2019 average of $957,000 due to the impacts of Covid-19.702 Cal Advocates
argues that 2020 recorded expenses were not anomalous because the amount of
$288,000 was higher than 2019 recorded expenses of $173,000 and 2017 recorded
expenses of $83,000. In addition, Cal Advocates argues for excluding the
high-cost recorded in 2015.

The Commission finds that the costs tracked in MAT JTA recorded in 2015
were arguably far more anomalous because they were $4.2 million,”% which is
over 400% above the 2015-2019 average of $957,000. Although Covid-19 started
to have an impact in 2020, whatever impact it may have had on work at the
request of others may have continued. Nevertheless, the Commission does not
find the 2020 recorded expenses to be so anomalous that they should be excluded
from the average used for forecasting. The impact of Covid-19 also provides a
reason for including 2021 data in the average. Furthermore, the Commission
finds it reasonable to use the 2016-2021 average because it provides additional
and more recent data that would better represent conditions from 2023-2026.
Accordingly, the Commission adopts a 2023 expense forecast of $0.510 million
for Work At The Request Of Others, which is tracked in MAT JTA, based on the
more recent and representative average.

3.13.2. Gas Distribution New Business Program
(Capital MWC 29)

PG&E originally proposed a forecast of $126.2 million in capital
expenditures in MWC 29 but recommended a reduced forecast of $85.4 million in

its Opening Brief to reflect the anticipated impact of the Commission’s recent

702 PG&E Opening Brief at 343.
703 PG&E Ex-03 at WP 14-7 (Table 14-7).
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decision that eliminated gas line extension allowances as of July 1, 2023.704
TURN’s Opening Brief proposes a reduction of approximately $16 million to
make adjustments to protect ratepayers from overpaying for gas new
connections in light of D.22-09-026. TURN proposed either a 50% forecast
reduction plus a new one-way balancing account or requiring PG&E to update
its MWC 29 forecast by Tier 2 Advice Letter on August 1, 2023, to reflect the
applications submitted before the July 1 deadline.

Since the filing of Opening Briefs, TURN and PG&E reached a mutually
agreeable resolution of the forecast for work tracked in MWC 29 as reflected in
the Stipulation on Gas Distribution Capital New Business Program (MWC 29),
attached to TURN'’s Reply Brief as Appendix A. Based on this stipulation, TURN
and PG&E stipulate to resolve all MWC 29 forecast issues under the following
terms:

1. PG&E’s TY 2023 forecast for MWC 29 will be $72 million. This forecast
will not be subject to the standard attrition adjustment mechanism
authorized by the Commission but will stay the same over the four-year
2023-2026 rate case cycle, i.e., $72 million in each year.

2. PG&E will establish a new one-way balancing account to track MWC 29
new business connection costs. The account will be referred to as the
Gas Distribution New Business Balancing Account (GDNBBA).

3. The new one-way balancing account will be trued up at the end of the
4-year 2023-2026 rate case cycle, with any underspending returned to
ratepayers. Any spending above the forecast will be reviewed as part of
PG&E'’s 2027 general rate case for inclusion in rate base.

4. Funding for allowances associated with interconnection applications
after July 1, 2023 will be separate from the MWC 29 funding adopted in
the general rate case pursuant to this Stipulation and addressed
through the annual application process established in D.22-09-026,
Ordering Paragraphs 2 and 3.

704 D.22-09-026.
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5. Although this Stipulation resolves all issues related to the 2023 rate case
forecast for MWC 29, nothing in this Stipulation shall be interpreted as
a waiver of any Party’s position on the issues raised by TURN in
testimony regarding the forecast of residential building permits.705

After reviewing the uncontested stipulation, the Commission finds that the
stipulation, on its own merits, is reasonable in light of the whole record,
consistent with the law, and in the public interest. It is clear from the record and
from the stipulation that PG&E and TURN had the necessary understanding of
the issues and facts and the capacity to engage in the stipulation process.
Therefore, the Commission finds it is reasonable to adopt the stipulation.
Accordingly, the Commission adopts a forecast for MWC 29 for 2023 of
$72 million that will remain constant over the four-year 2023-2026 rate case cycle.
The Commission also directs PG&E to establish the GDNBBA, a one-way
balancing account that will track MWC 29 new business connection costs which
will be trued up at the end of the four-year 2023-2026 rate case cycle, with any
underspending returned to ratepayers.

3.13.3. Gas Transmission New Business Program
(Capital MAT 26A)

PG&E states that the Gas Transmission New Business program consists of
projects that require either significant pressure or new load along with other
major projects. PG&E's forecast for Gas Transmission New Business program is
$7.923 million in 2023.7% PG&E used a five-year historical average (2015 through
2019) of escalated capital expenditures to determine the forecast for the 2023-2026
rate case period. In addition, PG&E added $5.774 million for anticipated major

conversion projects. The additional amount was based on PG&E’s Large Gas

705 TURN Reply Brief at 79-80.
706 PG&E Opening Brief at 353.
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Solutions Program (LGSP) that presents solutions to large customers to switch
from alternative higher GHG fuels to natural gas, fueling back up generation
with natural gas versus diesel, and converting heavy duty fleets to CNG and
constructing CNG stations.””

TURN recommends reducing the $2.054 million base forecast for MWC 26
by 50% to $1.027 million and subject it to a one-way balancing account, and to
remove the $5.774 million forecast for the LGSP entirely, to be considered in the
annual applications allowed by D.22-09-026.708 TURN contends that D.22-09-026
will impact these transmission level costs in the same way that it impacts the
distribution level costs recorded in MWC 29 because both involve the costs of
connecting new customers to the system, albeit customers of different sizes.
TURN also contends that the customers targeted for the LGSP are exactly the
type of large customers currently using non-gaseous fuels that are likely to be
reflected in the annual applications for special case line extension allowances
allowed by D.22-09-026. Finally, TURN states that PG&E continues to include
$5.774 million in its MWC 26 forecast for the LGSP even though PG&E excludes
projects that might qualify for the new annual application process from its
revised forecast for MWC 29 “[s]ince there is currently no way of forecasting
these projects.” Instead, TURN recommends removing PG&E’s LGSP costs from
the forecast, which PG&E can instead pursue through the annual application
process created by D.22-09-026, where the Commission can address the
appropriateness of providing line extension allowances, as well as cost

recovery.”®®

707 PG&E Opening Brief at 352-353.
708 TURN Reply Brief at 83.
709 TURN Opening Brief at 345-348.
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In response, PG&E states that TURN'’s recommendation to reduce the
forecast by 50% to reflect the impact of the allowance decision is unreasonable
given the lag in payments for existing projects, and the real possibility of a
“rush” of new applications ahead of the July 2023 deadline. The forecast related
to PG&E’s historic spending of $2.1 million is expected to be needed to cover
projects that have already been initiated and for new applications that PG&E
anticipates will be submitted before July 2023. As PG&E explained in its Opening
Brief, due to the lag in contracting and construction that follows submission of an
allowance application, the allowances for residential new business projects are
expected to be paid in 2023, 2024 and 2025. Gas transmission interconnection
projects are potentially larger and more complex than residential
interconnections and the lag between applying for allowances and ultimate
payment of the allowances is expected to be even longer. Thus, notwithstanding
the gas allowance decision, PG&E expects to incur costs for gas transmission
project allowances related to applications received before July 2023 throughout
the 2023-2026 period. PG&E argues an adjustment to its forecast for MAT 26A is
therefore not warranted since it expects to pay allowances over the entire
2023-2026 rate case period. Second, PG&E argues $5.8 million is needed for its
Large Gas Solutions Program because this program is creating a higher level of
new business activity than in past rate case periods. In the past, PG&E’s gas
transmission new business service projects would occur only as customers
requested them. Today, PG&E is proactively identifying opportunities that align
with California’s climate goals and is reaching out to customers utilizing fuels

such as coal, propane, and diesel to convert them to natural gas.”10

710 PG&E Reply Brief at 309-312.
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The Commission finds PG&E’s criticism of TURN’s recommendation
convincing. However, given the uncertainty in this forecast, the Commission also
adopts the unopposed proposal to establish a one-way balancing account to
reconcile revenue associated with this forecast at the end of the rate case cycle.
PG&E shall only record costs associated with GT New Business projects that
meet the July 1, 2023 deadline established in D.22-09-026, including Large Gas
Solutions Projects that have project agreements with PG&E prior to July 1, 2023.
This approach protects ratepayers against the possibility that the payment of gas
allowances will be lower than forecast. Accordingly, the Commission adopts a
forecast for work at the request of others tracked in MAT 26A for 2023 of
$7.923 million.

3.13.4. Gas Transmission Work At The Request Of
Others Program (Capital MAT 83A)

PG&E states that its Gas Transmission Work At The Request Of Others
Capital Program covers transmission pipeline or related facility removals and
relocations performed by PG&E at the request of third parties. These projects are
typically requested by governmental agencies, such as Cal Trans, cities, counties,
regional transportation agencies, and private developers. These projects are
primarily driven by public improvement work, under which PG&E'’s obligation
to relocate its facilities is subject to the terms of a franchise agreement, master
agreement, or eminent domain.

PG&E's original forecast for the Gas Transmission WRO Capital Program
was $20.9 million in the 2023 test year.”!! A five-year historical average (2015
through 2019) of actual net capital expenditures for this program was used to

determine the forecast for the rate case period. Based on information available at

711 PG&E Opening Brief at 354-355.
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the time, an additional cost of $5.5 million for the Department of Water
Resources Delta Conveyance Project was also included in the forecast. Following
removal of $5.5 million from the 2023 forecast for MAT 83A, the reduced forecast
that PG&E is seeking is $16.0 million.

The Commission finds the removal of $5.5 million for the Delta
Conveyance Project due to its unlikely performance during this rate case period
to be reasonable. Accordingly, the Commission adopts the reduced forecast for
MAT 83A of $16 million in 2023 capital expenditures.”12

3.14. Ratemaking

This Section addresses changes to cost recovery accounts related to
PG&E'’s Gas Operations that have not already been addressed above. No parties
contest PG&E’s request to close 15 accounts. The details regarding these
balancing and memorandum accounts and citations to PG&E's testimony are
provided in Appendix B of PG&E’s Opening Brief. The Commission addresses
these accounts below.

3.14.1. Internal Corrosion Balancing Account

The Commission’s 2019 GT&S decision established the one-way balancing
account, referred to as the Internal Corrosion Balancing Account (ICBA), for
capital internal corrosion expenditures work recorded in MAT 3K1. The
Commission’s rationale for establishing the ICBA was that PG&E’s 2019 GT&S
rate case application did not explain with adequate detail its methodology for
calculating its capital expenditure forecast.”13

PG&E recommends that the Commission discontinue the ICBA because it

has addressed the Commission’s concern underlying establishment of the ICBA.

712 PG&E Reply Brief at 313-314.
713 D.19-09-025 at 329, OP 54.
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PG&E explains that, in its exhibits and workpapers submitted as part of this rate
case, PG&E has provided the 2023-2026 capital cost forecast for Capital Internal
Corrosion, which is based on actual pipe replacement data that is utilized across
multiple chapters of its Application.”’4 In addition, PG&E asserts that
Cal Advocates did not take contest PG&E’s 2023 forecasting basis or approach.”15
Cal Advocates disagrees and recommends that the Commission continue
with the ICBA. In support of its recommendation, Cal Advocates asserts that
PG&E has performed below the level adopted by the Commission for the years
2019-November 2021. For example, the Commission authorized $13.012 million
in 2019 but PG&E only recorded $135.61 million. Similarly, the Commission
authorized $13.003 million in 2020, and PG&E only recorded $3.408 million.
Cal Advocates further asserts that it is not convinced PG&E will replace or
remove pipelines at the level proposed for the next GRC cycle.”¢ As a result,
Cal Advocates contends that PG&E will lose an incentive to keep costs low and
protect ratepayers if the Commission discontinues the ICBA.717
In response, PG&E acknowledges that recorded expenditures for Capital
Internal Corrosion Mitigation MAT 3K1 for the period 2019-November 2021 were
below the adopted values. However, PG&E states that it anticipates exceeding
the number of pipeline drip replacements forecast in the 2019 GT&S. In addition,

PG&E claims that Cal Advocates argument is based on recorded spending and

714 PG&E Opening Brief at 356.

715 PG&E Reply Brief at 321-322.

716 PG&E Opening Brief at 357.

717 Cal Advocates Opening Brief at 125-126.
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does not consider the number of pipeline drips that have been removed or
replaced.”8

The Commission finds that persuasive evidence exists that the
Commission that the ICBA is still appropriate. Accordingly, the Commission
continues to direct PG&E to use the ICBA.

3.14.2. New Environmental Regulations Balancing
Account

PG&E explains that the New Environmental Regulations Balancing
Account (NERBA) is used to track the difference between actual and adopted
costs related to 26 best-practice activities associated with minimizing methane
emissions as adopted by the Commission in the Natural Gas Leak Abatement
Order Instituting Rulemaking (R.15-01-008). This account was retained through
2022 for the purpose of tracking costs associated with below ground Grade 3 leak
repairs. The Commission authorized NERBA in response to arguments regarding
uncertainties around the implementation of new laws and regulations. At the
time, PG&E asserted there are potentially significant differences between PG&E’s
2017 GRC leak management forecast and new requirements.

PG&E requests the continuation of NERBA through the 2023 rate case
period for the following reasons: (1) Commission Resolution G-3538 created
uncertainty as to what level of below ground grade 3 repairs the Commission
would deem to be cost-effective; (2) the biennial leak abatement compliance plan
process means that the uncertainty of the appropriate level of below grade 3
repairs is likely to continue; and (3) continuing NERBA will not impact PG&E'’s
efficiency and cost-effectiveness of doing below grade 3 leak repairs since

PG&E’s execution of leak repair is uniform for all leak repairs and does not

718 PG&E Reply Brief at 321-322.
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differentiate between NERBA eligible repairs and other repairs. Based on these
reasons, PG&E maintains that continuing NERBA would protect ratepayers
against the continued uncertainty and potential fluctuation in the number and
costs of such repairs.”1?

Cal Advocates opposes PG&E’s request to continue the NERBA.
Cal Advocates acknowledges that the cost-effectiveness of the forecasted repairs
could change, but that should not make this forecast eligible for a two-way
balancing account or warrant the continuation of NERBA as a two-way
balancing account. Otherwise, ratepayers would be responsible for repairs and
costs without check and without a cap to incentivize PG&E to be efficient and
cost effective.”20

The Commission finds that the high level of uncertainty regarding the
number and cost of repairs reasonably supports continuation of NERBA during
this rate case period (2023-2026).

3.15. Gas Operations Uncontested Expense and
Capital

Unless otherwise provided, regarding the uncontested forecasts for
2023 expense and 2021, 2022, and 2023 capital expenditures for the Gas
Operations and Maintenance, the Commission finds those amounts to be
reasonable. The uncontested expense and capital expenditure forecasts are set

forth in Appendix A of PG&E’s Opening Brief at A-17 and A-25.721

719 PG&E Opening Brief at 357-358; PG&E Reply Brief at 322-324.
720 Cal Advocates Reply Brief at 449-451.
721 PG&E Opening Brief at 261.
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4, Electric Distribution
4.1. Overview

PG&E’s Electric Distribution forecast for expense and capital expenditures
is set forth in PG&E Ex-04 and related documents. The forecast presented for
Electric Distribution represents a significant portion of PG&E's total forecast in
this proceeding at approximately $2.6 billion for 2023 expense and $4.7 billion for
2023 capital expenditure forecasts.”22

PG&E’s proposed wildfire risk reduction activities are a major driver in
the cost forecast. As a result, its risk reduction analysis and general affordability
factors are major themes in PG&E'’s forecasts for Electric Distribution line of
business. Affordability and safety via a combination of risk reduction activities
are the core of the of the Commission’s mission, as stated by the Commission in
2015 and repeated in 2018, “... the ultimate balance the Commission must strike
is between safety and reasonable rate levels, or as expressed in that same
decision, ‘between affordability and risk reductions.””’723

PG&E's electric distribution system is essential in the provision of a basic
public service, electric service, but carries with it inherent risk. PG&E’s approach
to provision of electric service must mitigate the grave risks posed by wildfire to
Californians’ safety, health, and property. Reducing the risk of harm is necessary
and can be costly. This decision must determine whether PG&E has proven, by

the preponderance of evidence, that its cost forecasts related to mitigating risk

72 PG&E Reply Brief, Appendix A at A-2 to A-3. These figures reflect September 6,
2022 escalation adjustment in PG&E Ex-33.

723 D.18-12-014, Phase Two Decision Adopting Safety Model Assessment Proceeding (S-Map)
Settlement Agreement with Modifications (December 13, 2018) at 6, fn. 8 citing to D.15-11-021.
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and other operational needs related to Electric Distribution are reasonable in
light of the broader context of this proceeding.”2*

As part of its Plan of Reorganization, PG&E made a series of commitments
regarding governance, operations, and financial structure, all designed to
prioritize safety. Some of the commitments impacting Electric Distribution are as
follows:725

e Introducing a six-step Enhanced Oversight and
Enforcement Process to ensure that PG&E meets safety and
operational commitments, and promptly corrects any
issues that may arise;

e Achieving PAS55 and ISO55001 certifications; and

e Setting financial targets for Electric Distribution forecasts
to help position PG&E to deliver cost-effective service to
customers while actively managing costs within budgets to
improve long-term costs and financing plans.

PG&E's Electric Distribution revenue requirement forecast for 2023-2026
proposes significant cost increases over the recent years at $8.8 billion in 2023
(approximately +56 % over 2022);72¢ $9.3 billion in 2024 (+5.9% over 2023);
$10 billion in 2025 (+8.7% over 2024); and $11 billion in 2026 (+8.6% over 2025).727
The revenue requirement forecasts reflect PG&E’s proposals for both capital
expenditures (and the resulting rate base) and expenses.

During the rate case period, the capital expenditures forecasts for Electric

Distribution, including the September 6, 2022 adjustments to escalation rates in

724 PG&E Ex-04 at 1-5.
725 PG&E Ex-04 at 1-6.
726 PG&E Ex-33 at 4-AtchA-3, Table 2; PG&E Ex-10 at 1-2, Table 1-1.

727 PG&E Ex-64 (JCE) at 4-52. PG&E’s Reply Brief included decreases in its cost forecast for
System Hardening but PG&E did not provide updated revenue requirement figures for Electric
Distribution.
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PG&E Ex-33, are $3.57 billion in 2021, $4.21 billion in 2022, $4.73 billion in 2023,
$5.28 billion in 2024, $5.59 billion in 2025, and $6.15 billion in 2026.728 PG&E’s
2020 recorded adjusted capital expenditure is $3.1 billion.”? The total 2023-2026
forecast for capital expenditures for Electric Distribution is $21.8 billion.”0 PG&E
states that 86% of its 2023 capital expenditure forecast for Electric Distribution is
contested in this proceeding.”3!

PG&E’s 2023 expense forecast for Electric Distribution is $2.6 billion, which
includes an increase in the escalation rates submitted by PG&E on September 6,
2022.732 PG&E’s 2020 recorded adjusted Electric Distribution expense is
$2.2 billion.”3

PG&E’s recorded 2022 and estimates for 2023-2026 for the rate base
associated with Electric Distribution are: 2022 is $22.699 billion; 2023 is
$25.6 billion; 2024 is $28.9 billion; 2025 is $32.7 billion; 2026 is $36.8 billion.734
PG&E’s recorded 2020 rate base for Electric Distribution is $18.880 billion.

PG&E identifies the following as key developments in Electric Distribution
since its last GRC for test year 2020: (1) focusing on wildfire risk; (2) advancing

728 PG&E Reply Brief at 332; PG&E Opening Brief at Appendix H-2, PG&E Ex-04, PG&E Ex-64
(JCE) at Ch. 3, Tables 3A-1 and 3B-1.

729 PG&E Ex-04 at 2-47.

730 PG&E Reply Brief at 332. (Adding together 2023-2026 capital expenditures, which include
PG&E Ex-33 September 6, 2022 Update Testimony.)

731 PG&E Reply Brief at 332.

732 PG&E Opening Brief at Appendix H-2, PG&E Ex-04 at Ch. 2, PG&E Ex-64 (JCE) at Ch. 3,
Tables 3A-1 and 3B-1; PG&E Reply Brief at 331.

733 PG&E Ex-04 at 2-5.

73 PG&E Ex-10 at 15-2 (Table 15-1); PG&E Ex-11 at 3-13 (Table 3-4); PG&E Ex-64 (JCE) at 4-15
and 4-57. Note: PG&E's changes to its forecast in its December 9, 2022 Reply Brief may have
resulted in modifications to these rate base figures. PG&E did not provide revised forecasts.
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(4) emergence from bankruptcy; and (5) pursuing operational excellence.”?> Then

PG&E points to areas of focus within its forecast for Electric Distribution,

including (1) continued focus on wildfire risk mitigation work; (2) increasing

customer focus by delivering on customer commitments; (3) supporting

California’s clean energy goals; (4) improving public and workforce safety; and

(5) continued focus on operational excellence.

The Commission reviews PG&E’s forecast for Electric Distribution below.

4.2. Wildfire Risk Mitigation Forecast

PG&E’s 2023-2026 Wildfire Risk Mitigation expense and capital
expenditure forecasts are set forth in PG&E Ex-04, Ch. 4.1 through Ch. 4.6 and

summarized in the below tables. The tables are organized by the type of Wildfire

Risk Mitigation project proposed by PG&E together with the cost forecasts for

this rate case period.

Table 4-A:
Recorded and Forecast Wildfire Mitigation Costs 2020-2026 - Capital736
Thousands of Nominal Dollars

2020
PG&E | PG&E Ex-04 Recorded 2021 2022 2023 2024 2025 2026
Ex-04 | Chapter Name Adj. Forecast | Forecast | Forecast Forecast Forecast Forecast Total
Ch41 Situational $11,649 $9,451 $9,375 $4,601 $3,290 $3,341 $3,446 $45,153
Awareness
and
Forecasting
Ch4.2 PSPS 2,397 3,084 3,237 262 269 277 284 $9,809
Operations

735 PG&E Ex-04 at 1-2 to 1-6.

736 Regarding the first column, “PG&E Ex-04,” the amounts for Ch. 4.1 and Ch. 4.2 refer to

PG&E Ex-04 at 4-19 (Table 4-4). PG&E Ex-04, Ch. 4.3 amounts refer to the revised

undergrounding forecast in PG&E December 9, 2022 Reply Brief, Table 4-1 at 328 (and
Enhanced Automation and PSPS Impact Mitigation-System Hardening at PG&E Ex-04,

Table 4.3-7 at 4-25). PG&E Ex-04, Ch. 4.4, Community Wildfire Safety Program PMO presents
no capital expenditures. For the amount at Ch. 4.5, refer to PG&E Ex-04 at 4.5-23 (Table 4.5-3).
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2020
PG&E | PG&E Ex-04 Recorded 2021 2022 2023 2024 2025 2026
Ex-04 | Chapter Name Adj. Forecast | Forecast | Forecast Forecast Forecast Forecast Total
Ch43 System 584,417 | 520,005 | 950,167 | 1,343,699 1,440,758 | 1,711,884 | 2,249,074 | $13,025,501
Hardening,
Enhanced
Automation
and PSPS
Impact
Mitigations
Ch4.5 IT for Wildfire $22,658 25,300 25,300 25,300 25,300 25,300 25,300 $174,458
Mitigations
Total $621,121 | $557,840 | $988,079 | $1,373,862 | $1,469,617 | $1,740,802 | $2,278,104 $9,029,425

Table 4-B:
Recorded and Forecast Mitigation Costs 2020-2023 - Expense?3”
Thousands of Nominal Dollars

2020
PG&E Recorded 2021 2022 2023
Ex-04 PG&E Ex-04 Chapter Name Adj. Forecast Forecast | Forecast Total
Ch41 Situational Awareness and $34,022 $59,348 $54,559 $43,416 $191,345
Forecasting
Ch4.2 PSPS Operations 141,178 127,920 119,254 115,266 503,618
Ch4.3 System Hardening, Enhanced 7,872 7,949 6,679 11,595 34,095
Automation and PSPS Impact
Mitigations738
Ch44 CWSP Program Management Office 34,263 27,801 14,994 13,460 90,519
Ch4.5 IT for Wildfire Mitigations”3? 21,358 35,700 35,700 35,700 128,458
Ch4.6 Enhanced Powerline Safety Settings - $18,203 $148,921 $151,129 $318,254
Total $238,693 $276,921 $380,017 | $370,566 | $1,266,289

Within Wildfire Risk Mitigation, PG&E forecasts the majority of
2023-2026 capital expenditures for System Hardening (PG&E’s undergrounding,

covered conductor proposals, and other lesser costs, approximately $6.4 billion

737 PG&E Ex-04 at 4-19 (Table 4-3) and at 4-29 (Table 4-7).

738 The costs provided by PG&E with System Hardening (i.e., undergrounding and covered
conductor) for the wildfire mitigation measure also include Enhanced Automation and PSPS
Impact Mitigation, which represent a small percentage of the total costs represented by System
Hardening, and are addressed by the Commission at Section 4.4, herein.

739 PG&E Ex-04 at 4.5-23 (Table 4.5-2).
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($5.9 billion for capital for undergrounding and $517 million capital for covered
conductor), and a 2023 expense forecast of approximately $11.595 million.740

4.3. Wildfire System Hardening
The term System Hardening refers to methods relied upon by PG&E to

manage its infrastructure to reduce risks of ignitions. This section addresses
PG&E'’s forecast for System Hardening as it pertains to the projected use of two
specific mitigations, undergrounding assets and covered conductor. Covered
conductor involves replacement of bare overhead primary conductor and
associated framing with abrasion resistant polyethylene coatings. Covered
conductor can reduce the likelihood of faults including contacts and faults
caused by animals.

PG&E’s System Hardening forecast focuses on mitigating wildfire risk
posed by distribution overhead assets in and near Tier 2 and 3 HFTDs in its
service territory. PG&E states that System Hardening targets high wildfire risk
miles and applies various mitigation activities, including: (1) line removal,

(2) conversion of distribution lines from overhead to underground,
(3) application of Remote Grid alternatives, (4) mitigation of exposure through
relocation of overhead facilities, and (5) in-place overhead system hardening.”4!

Undergrounding, and to a much lesser degree covered conductor, make
up a significant portion of the System Hardening forecasts. The Commission first

addresses the reasonableness of those requested costs below, together with the

740 PG&E Reply Brief at 352. This reduction reflects PG&E’s modified proposal to reflect

2,000 miles of undergrounding (not including 100 miles for Community Rebuild MAT 95), as
opposed to PG&E’s prior proposal of 3,358 miles (not including 100 miles for Community
Rebuild MAT 95). A reduction of 1,358 miles. Undergrounding miles are tracked in MAT 08W.

741 PG&E Ex-04 at 4.3-26.
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arguments by parties challenging PG&E’s cost forecasts.”2 Other components of
PG&E’s System Hardening forecast, which includes Enhanced Automation, PSPS
Impact Mitigations, and other wildfire risk mitigation activities, are addressed in
Section 4.4, herein.743

4.3.1. Modifications to System Hardening Forecast
PG&E modified its cost proposal for System Hardening (2023-2026) several

times during this proceeding.7#4 PG&E’s initial System Hardening proposal of
June 30, 2021 relied primarily on the use of covered conductor at 1,638 miles and
182 miles of undergrounding.”5 On February 25, 2022, PG&E “revis[ed] its
System Hardening approach” and presented a plan that relied significantly more
on undergrounding at 3,460 miles and much less on covered conductor at

320 miles.”#6 PG&E presented its final System Hardening proposal on

December 9, 2022, which reduced its proposal for undergrounding to 2,000 miles

but did not change its covered conductor at 320 miles.7#”

72 PG&E’s undergrounding pertains costs forecasted in MAT 08W (and does not include
Community Rebuild recorded in MAT 95F). The exact amount of these costs is at times difficult
to establish.

743 PG&E Ex-04, Ch. 4.3 at 4.3-1. Electric Distribution System Hardening Program, expulsion
fuse replacement, enhanced automation for wildfire mitigation, and PSPS impact reduction
initiatives.

744 PG&E June 30, 2021 Application and prepared testimony; February 25, 2021 revised prepared
testimony; December 9, 2022 Reply Brief.

745 PG&E Ex-04 at 3-7.
746 PG&E Ex-04 at Ch. 4.3 at 4.3-9 (Table 4.3-2.)

747 The 2,000 miles forecast does not include Community Rebuild (Town of Paradise and
surrounding areas) forecast of 100 miles. PG&E Ex-04 at 4.3-51. PG&E Reply Brief at 328-329
and 353. The forecast for Community Rebuild is separately addressed, except where noted.
PG&E’s Reply Brief at 372 stated that PG&E reduced its covered conductor forecast to 285 miles
on December 9, 2022. Yet Exhibit PGE-85 AtchA at 6834-6835, which PG&E provided to match
their December 2022 proposal, includes 320 covered conductor miles and approximately

$517 million cost for 2023-2026.
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The below tables present a detailed timeline of PG&E’s modifications to
the proposed undergrounding miles/forecast costs and covered conductor
miles/forecast costs for 2023, 2024, 2025, and 2026 over the course of the
proceeding.”#® The below tables (Tables 4-C and 4-D) include forecasted
Community Rebuild miles and costs, which are addressed in Section 4.23, herein,
because PG&E presents its final undergrounding proposal as a combined
forecast, with both Community Rebuild miles and the larger undergrounding as
part of MAT 08W with its System Hardening undergrounding miles (and did not
provide figures separately for these two projects). The number of miles and costs
forecasted for Community Rebuild are minor in comparison to PG&E's larger

undergrounding proposal.

Table 4-C - PG&E’s Modifications to System Hardening Forecast: Miles of Covered Conductor and

Undergrounding’

Date of Proposal 2023 2024 2025 2026 Total

Miles Miles Miles Miles Miles
June 30, 2021 Original
Covered Conductor 423 405 405 405 1,638
Miles750
Feb 25, 2022 Revised
Covered Conductor 170 50 50 50 320
Miles?51

748 Parties sought permission and filed Sur-Reply Briefs in response to PG&E’s proposal.
Sur-Reply Briefs were filed on January 23, 2023. PG&E’s Community Rebuild program is set
forth in PG&E Ex-04 at 23-1, stating “In 2019, PG&E initiated the Community Rebuild Program
to rebuild PG&E's distribution electric and gas system infrastructure following the 2018 Camp
Fire, which devastated the Town of Paradise and surrounding areas in Butte County.” PG&E's
forecast for Community Rebuild includes three lines of business, Electric Operations, Gas
Operations, and Customer Care. These initiatives overlap in certain respects and, in addition,
PG&E's presentation of these two initiatives does not always clearly separate the forecast.

749 This chart includes forecasted miles for two programs that are tracked in MAT 08W, PG&E's
larger undergrounding proposal and the portion of PG&E’s Community Rebuild (Town of
Paradise) which are in Tier 2 and 3 in HFTD. The Community Rebuild forecasts are separately
addressed at Section 4.23, herein.

750 PG&E Ex-04 at 4.3-51.
751 PG&E Ex-04 at 4.3-51.
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Date of Proposal 2923 2924 2925 2926 thal
Miles Miles Miles Miles Miles

December 9, 2022 No

Change to Covered

Conductor (Same as 170 >0 50 >0 320

above)

June 30, 2021 Original

Underground Miles?2 63 > >4 = 221

Feb 25, 2022 First

Revised Underground 382 786 990 1,200 3,358

Miles?

December 9, 2022 Second 2000

Revised Underground 308 415 527 750 ’

Miles7>

Table 4-D - PG&E’s Undergrounding and Covered Conductor Forecast Modifications to System
Hardening Capital Expenditures ($000) 75

Date of Proposal 2023 2024 2025 2026 Total
Capital

June 30, 2021

Original Covered $642,960 $625,949 $627,523 $629,109 $2,525,541

Conductor Cost756

Feb 25, 2022 Revised

Covered Conductor $265,377 $81,507 $83,918 $86,402 $517,204

Cost77

December 9, 2022 No

Change in Covered $265,377 $81,507 $83,918 $86,402 $517,204

Conductor on

June 30, 2021

Original $265,987 $254,022 $236,930 $188,100 $945,039

Underground Cost”58

752 PG&E Ex-04 at 4.3-51, Table 4.3-10, lines 5 and 8.
753 PG&E Ex-04 at 4.3-51, Table 4.3-11, lines 5 and 8.
754 PG&E Reply Brief at 329.

755 This table includes forecasted cost for two programs, that are tracked in MAT 08W, PG&E's
larger undergrounding proposal and the portion of PG&E’s Community Rebuild (Town of
Paradise) which are in Tier 2 and 3 in HFTD. The Community Rebuild forecasts are separately
addressed at Section 4.23, herein.

75 PG&E Ex-04 at 4.3-51, Table 4.3-10, lines 4 and 7 (includes Community Rebuild (MAT 95F) of
100 miles).

757 PG&E Ex-04 at 4.3-51, Table 4.3-11, lines 4 and 7 (includes Community Rebuild (MAT 95F) of
100 miles).

758 PG&E Ex-04 at 4.3-51, Table 4.3-10, lines 4 and 7 (includes Community Rebuild of 100 miles
(MAT 95F and MAT 08W).
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Date of Proposal 2023 2024 2025 2026 Total
Capital

Feb 25, 2022 First

Revised $1,246,650 $2,459,839 $2,934,731 $3,337,360 $9,978,580

Underground Cost”

December 9, 2022
Second Revised $997,206 $1,288,141 $1,554,386 $2,085,850 $5,925,983
Underground Cost”¢0

Parties commented on the frequency and magnitude of PG&E'’s System
Hardening forecast changes regarding undergrounding and covered conductor.
Cal Advocates states that the numerous and significant changes to PG&E's
forecast hindered its ability to perform a comprehensive analysis.”¢! Similarly,
AARP states that “Neither the Commission nor stakeholders have had the
opportunity to adequately consider the pros and cons of the available
alternatives to the pros and cons of undergrounding” due to PG&E’s numerous
revisions.”62 Cal Advocates and other parties point out that an analysis was
particularly difficult because PG&E presented changes after opportunities for
party comments had passed according to the proceeding’s adopted procedural
schedule.”®3 AT&T also finds that “PG&E made material changes to the scope of
its proposed undergrounding” but after evidentiary hearings had been held.7¢4

Because PG&E changed its System Hardening proposal in its December 9,
2022 reply brief, the Commission granted parties permission to file sur-reply

briefs on PG&E’s new proposal. Sur-reply briefs were filed on January 23, 2023,

759 PG&E Ex-04 at 4.3-51, Table 4.3-11, lines 4 and 7 (includes Community Rebuild of 100 miles
(MAT 95 and MAT 08W).

760 PG&E Reply Brief at 352, Table 4-8.
761 CALPA Ex-07 at 12.

762 AARP Opening Brief at 27.

763 TURN Sur-Reply Brief at 5-6.

764 AT&T Sur-Reply Brief at 1-2.
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providing parties with approximately six weeks to analyze and prepare written
responses to PG&E’s December 9, 2022 proposal. TURN explains that “each
change necessitated additional time and process” and described PG&E's
proposal for System Hardening as a “moving target.”765

Beyond these procedural and scheduling challenges, parties raise
substantive questions and speculate on the rationale for PG&E’s numerous
changes. For example, TURN suggests that PG&E’s reductions of approximately
1,200 miles to its undergrounding proposal filed on December 9, 2022 was a
result of PG&E senior leadership’s concern about a number of issues affecting the
executability of the 3600 mile undergrounding proposal made in February 2022,
including the need for environmental permits, Caltrans permits, municipal
permits, land right acquisition from public and private entities, coordinating
with local stakeholders and landowners, and CEQA review.766

Cal Advocates raises a different concern about adherence to the
Commission’s Rate Case Plan, stating that PG&E’s significantly different
proposals for undergrounding presented in February 2022 and December 2022
were never vetted through the RAMP process, which is an integral part of the
Commission’s framework for evaluating the reasonableness of a cost proposal
prior to a general rate case.”” PG&E acknowledges that its significantly
expanded undergrounding proposal was not included in its RAMP proceeding
(A.20-06-012 tiled June 30, 2020), stating that “PG&E modified its portfolio of
mitigations [including System Hardening] since filing the 2020 RAMP Report.”768

765 TURN Sur-Reply Brief at 9.

766 TURN Sur-Reply Brief at 6.

767 Cal Advocates Opening Brief at 151.
768 PG&E Ex-04 at 4.3-20.
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“PG&E’s forecast in the 2020 RAMP Report [was approximately 440 miles].” 769
PG&E now plans to install 2,000 miles of underground system hardening, a
proposal never vetted through RAMP. PG&E explains this absence by stating
that, as PG&E reported in its RAMP proceeding, it has continued to “refine its
strategy and improve the scope of the System Hardening Program. The exact
scope of PG&E'’s System Hardening Program will continue to evolve....”770

Comcast points out that, while PG&E announced a “staggering”
undergrounding proposal nine months into the proceeding, PG&E has not
provided sufficient information about the location of the lines it plans to
underground and has failed to address how it intends to address service drops,
secondary lines, and the conversion of customer electric panels.”771

The frequency and magnitude of PG&E’s modifications to its System
Hardening proposal may have impacted the ability of parties to effectively
prepare their case. A more complete analysis by parties of PG&E’s System
Hardening forecasts would likely have produced more insights into the
reasonableness of PG&E’s final proposal, which, as described by AT&T, is flawed
by “enormous uncertainty.”772

The Commission focuses on the reasonableness of PG&E’s current
proposal and forecast, as reflected in PG&E’s December 9, 2022 reply brief, but
takes into account the frequency and magnitude of PG&E’s modifications and
how these modifications may have impacted parties” abilities to prepare. PG&E's

December 9, 2022 System Hardening proposal and PG&E’s arguments in support

769 PG&E Ex-04 at 4.3-20.

770 PG&E Ex-04 at 4.3-20.

771 Comcast Sur-Reply Brief at 2-4.
772 AT&T Opening Brief at 1.
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of the adoption of its forecast for undergrounding and covered conductor are
summarized below. The Commission also addresses the comments by parties in
opposition to and in support of PG&E's forecast.

4.3.2. System Hardening Forecast —
Undergrounding and Covered Conductor

The tables above show that PG&E’s June 30, 2021 forecast included plans
to underground a total of 182 miles at approximately $945 million in forecasted
capital expenditures (2023-2026).772 On December 9, 2022, PG&E revised its
forecast to include plans to underground a total of 2,000 miles at approximately
$5.9 billion in forecasted capital expenditures (2023-2026).774

PG&E’s 2023 expense forecast is $11.6 million and remained unchanged.””>

PG&E’s initial covered conductor proposal totaling 1,638 miles at total
capital expenditures of approximately $2.5 billion and its final much smaller
proposal totaling 320 miles at a total capital expenditure forecast of $517 million
(2023-2026).

PG&E states that the primary objective of its undergrounding program is
to target areas where (1) the wildfire threat is highest, and (2) the disruptions to
customers and communities from PSPS and EPSS are highest.””¢ To that end,
PG&E proposes to conduct its work throughout its HFTD. PG&E's risk model

has HFTD overhead exposure miles separated into 25 tranches with varying

773 PG&E Ex-04 at 4.3-51. PG&E Reply Brief at 328-329 and 353. The 2,000 miles forecast does not
include Community Rebuild forecast of 100 miles.

774 PG&E Reply Brief at 328, Table 4-1 and at 334, Table 4-5 (top row - “Adjusted” miles). TURN
presents $5.9 billion by combining all MAT 08W miles shown in PG&E Reply Brief at 334,
Table 4-5 (top row - “Adjusted” miles), with MAT 95F miles. TURN Sur-Reply Brief at 1.

775 PG&E Ex-04 at 4-19 and 4-29. This amount includes other lesser costs forecasted within
System Hardening,.

776 PG&E Reply Brief at 334.
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levels and combinations of consequence and likelihood of wildfire ignition risks.
PG&E has proposed to do work in all 25 tranches rather than prioritizing its
work by tranches with the highest risk reductions.””” PG&E asserts its proposal of
2,000 miles of undergrounding will mitigate the ignition risk of the lines placed
underground by 99%77¢ and reduce the wildfire risk in PG&E’s HFTDs by “up to
20%” between 2024 and 2026.77° PG&E also confirms that its proposal does not
eliminate the use of other mitigation methods, as PG&E states it will continue its
reliance on EPSS, PSPS, and other mitigations to reduce risk while PG&E
engages in the process/construction of undergrounding its electric distribution
infrastructure.”8 PG&E plans to rely on EPSS and PSPS in times of increased fire
risk while underground construction is underway.

Parties provide analysis and recommendations in response to PG&E’s

capital expenditure forecast for undergrounding and covered conductor. The

777 PG&E Ex-85.

778 While parties to this proceeding do not dispute the assertion by PG&E that a risk of ignition
of a line placed underground is reduced by 99% and the Commission does not test the
legitimacy of this percentage reduction in this proceeding, recent publications by the Office of
Energy Infrastructure Safety raise doubts, stating “PG&E calculates undergrounding
effectiveness to be 99 percent; however, this does not account for remaining risk associated with
secondary and service lines.... Approximately 12 percent of PG&E’s CPUC-reportable ignitions
from 2019 to 2022 were caused by secondary or service lines in the HFTD. According to PG&E,
“[most], if not all, of PG&E’s undergrounding projects have associated secondary and service
lines.” This means that PG&E'’s current calculation of percent effectiveness does not reflect the
remaining risk associated with secondary and service lines, despite observed ignitions from
those sources.” June 22, 2023 Revision Notice for PG&E’s 2023-2025 WMP Office of Energy
Infrastructure Safety Docket 2023-2025 WMPs at 16. (Footnotes omitted.)

779 PG&E Reply Brief at 335; PG&E Ex-04 at 3-6. PG&E explains that its 20% is based on its
proposal in its Reply Brief (and does not include work in 2023). PG&E Opening Brief at 370,
PG&E explains that some of its analysis does not include 2023 because 2023 is already in
progress, stating “PG&E’s analysis in this instance included only 2024-2026 because PG&E’s
2023 workplan is already in progress and was based on an earlier version of the risk model
(WDRM v2 for 2023 and WDRM v3 for 2024-2026).”

780 PG&E Reply Brief at 335.
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Coalition of California Utility Employees supports PG&E'’s forecast while other
parties contest PG&E’s capital expenditure forecast, including: Cal Advocates,
TURN, Wild Tree Foundation, MGRA, AARP, AT&T, Comcast, California Farm
Bureau Federation. TURN and Cal Advocates provide the Commission with
specific forecasts for System Hardening to consider. Other parties disagree with
PG&E'’s approach reflected in its forecast for System Hardening, especially
PG&E’s reliance on undergrounding, but do not present alternative forecasts for
System Hardening. The alternative recommended forecasts provided by TURN
and Cal Advocates are summarized in the chart below. Information regarding
AARP’s recommendations is also included. No party contests PG&E’s 2023
expense forecast for System Hardening of $11.595 million.

Table 4-E: PG&E and Parties - Comparison of Capital Expenditures for Undergrounding + Covered Conductor within
System Hardening ($1,000)

System 2020 Party 2021 2022 2023 2024 2025 2026
Hardening Recorded Forecast Forecast Forecast Forecast Forecast Forecast
Covered $484,915 PG&E78! $288,000 $366,000 $265,377 $81,507 $83,918 $86,402
Conductor/
Overhead
TURN?782 $358,200 $367,871 $377,804 $388,005
Cal Advocates™3 | $120,428 $366,000 $265,377
AARP784 $320,822 $311,764 $312,367 $312,974
PG&ET85 $127,654 $11,250419,6 | $997,206 $1,288,141 $1,554,386 $2,085,850
Underground 25
ing
TURNT786 $166,388 $158,209 $148,941 $139,057
Cal Advocates™ | $31,842 $203,565 $196,058

781 PG&E Ex-04 at 4.3-25 (Table 4.3-7).
782 TURN Ex-11 at 4.
783 CALPA Ex-07 at 10.
784 AARP Ex-01 at 77.
785 PG&E Ex-04 at 4-27 (Table 4-5).
786 TURN Ex-11 at 4.
787 CALPA Ex-07 at 10.

-252 -




A.21-06-021 COM/JR5/nd3

ALTERNATE PROPOSED DECISION (Rev.1)

System
Hardening

2020
Recorded

Party

2021

Forecast

2022

Forecast

2023

Forecast

2024

Forecast

2025

Forecast

2026

Forecast

AARP788

$320,822

$311,764

$312,368

$312,974

TURN presents the most comprehensive alternative forecast for System
Hardening, which recommends that PG&E rely more on covered conductor and
less on undergrounding. TURN'’s proposal is based on the installation of
approximately 450 miles of covered conductor each year, 2023 through 2026
(1,800 total miles), together with 50 miles of undergrounding per year, 2023
through 2026 (200 total miles).”8 TURN’s recommended forecast is $1.581 billion
(2024-2026) or approximately 30.5% of PG&E’s forecast. TURN states that its
proposal, which includes PG&E targeting undergrounding in the areas of the top
wildfire risk circuits together with using other mitigations, achieves almost the
same amount of risk reduction as PG&E’s proposed undergrounding.7

Below the Commission addresses the alternative forecast offered by TURN
together with the arguments by other parties that contest PG&E’s forecast for
System Hardening.

4.3.3. Risk Mitigation of Fire Ignition from Electric

Overhead Infrastructure

All parties agree that PG&E must continue work to mitigate the risk of
wildfire caused by overhead distribution assets. Parties disagree on what is the

just and reasonable set of wildfire mitigations, and the resulting capital

788 AARP Ex-01 at 8. Values in testimony expressed as reduction amounts. Calculated by
subtracting reductions from PG&E request.

789 The $1.581 billion recommendation by TURN reflects three years 2024-2026, whereas the

$2.1 billion recommendation reflects four years, 2023-2026, which is the length of this rate case
period. TURN Ex-11 at 20-21. The Commission notes that TURN’s covered conductor proposal of
1,800 miles (2023-2026) is a 463 % increase over PG&E’s current proposal of December 9, 2021
but only a 10% increase over PG&E’s June 30, 2021 proposal.

790 TURN Sur-Reply Brief at 8, citing to TURN Ex-11 at 20-45 and Table 12 at 45.
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expenditure forecast. Parties propose less capital-intensive mitigation measures
than undergrounding, such as covered conductor, which is a proven technology
with minimal construction barriers.”! PG&E heavily relies on the risk reduction
potential of its undergrounding proposal to support its requested $5.9 billion
capital expenditure forecast, essentially reasoning that the Commission must
adopt its cost forecast of $5.9 billion because the other cost proposals do not
eliminate risk, and asserting that risks will be reduced by 99% where
undergrounding is installed.”2 PG&E concludes that other mitigation measures
result in an unacceptably high level of risk as compared to its plan to eliminate
risk.

The desire to eliminate risk, rather than mitigate risk in high risk areas, is a
major premise of PG&E’s argument in support of its $5.9 billion forecast. PG&E
asserts: “distribution overhead assets represent a high ignition risk due to a
combination of high exposure (i.e., many overhead assets located in or crossing
through HFTD areas) and proximity to risk factors such as vegetation.”7?3 PG&E
asserts its proposal will result in “the near-total elimination of wildfire risk
caused by utility assets in the areas undergrounded.”, PG&E asserts that if it
does not underground its lines, customers will continue to face unreasonable
risks, stating: “restricting or postponing undergrounding, as parties recommend,

puts PG&E's customers and communities at unreasonable risk and should be

71 PG&E Ex-04 at 4.3-44, stating “[C]urrently the most frequently used method for system
hardening is overhead hardening along the existing alignment. Overhead system hardening can
often be done more quickly than line relocation or undergrounding, by taking advantage of
existing rights and easements.”

"2PG&E Reply Brief at 363; PG&E Ex-04 at 3-2, stating “PG&E’s undergrounding program
reduces ignition risk by approximately 99 percent because it eliminates vegetation, animal, and
other potential sources of contact with electric lines.”

793 PG&E Opening Brief at 378.
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rejected by the Commission.”7?* PG&E claims its costs are justified based on its
assertion that undergrounding achieves 99% risk reduction.”> PG&E opposes
TURN’s proposal, which relies on installation of covered conductor as the
preferred mitigation, and which PG&E states reduces risks by 62% (when used
alone),” asserting that covered conductor does not provide sufficient risk
reduction.””

As stated above, parties agree PG&E must continue work to mitigate the
risk of wildfire caused by overhead distribution assets and, in addition, agree
that undergrounding a distribution line could very substantially mitigate risk of
wildfire ignition from that undergrounded line as long as parts of the line are not

left overhead.” Parties disagree about the just and reasonable set of wildfire risk

794 PG&E Reply Brief at 358. PG&E Reply Brief at 335, clarifying that the 99% risk reduction only
applies to assets placed underground and PG&E estimates that its 2,000 miles of
undergrounding proposal, submitted on December 9, 2022, will reduce wildfire risk through
undergrounding in the HFTD by up to 20% between 2024 and 2026. PG&E’s risk reduction
estimate includes reliance on EPSS, PSPS and other mitigations to reduce risk while
undergrounding occurs.

795 TURN Opening Brief 381, stating “PG&E'’s every attempt to compare its “all-in
undergrounding” approach to another approach is based on PG&E’s unstated assumption that
spending more money to eliminate risk with just undergrounding is the preferable risk
mitigation solution.”

796 PG&E’s assertion of 62% effectiveness but this figure may be higher based on a recent study
submitted with PG&E’s 2023-2025 Wildfire Mitigation Plan, stating “The information compiled
and assessments completed in 2022 continue to indicate CC effectiveness between
approximately 60 to 90 percent in reducing the drivers of wildfire risk, consistent with
benchmarking, testing and utility estimates.” PG&E 2023-2025 Wildfire Mitigation Plan,
Appendix D, 2023 -2025 WMP Joint IOU Covered Conductor Working Group Report at 1.

797 PG&E Opening Brief, 370, 386, 392, 419, and 424.

798 PG&E Reply Brief at 335 and 338. TURN Opening Brief at 381, explaining that the use of
covered conductor alone is not supported by any parties but rather parties suggest a
combination of covered conductor together with various other mitigation measures, such as
PSPS and EPSS.

-255 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

mitigations to balance risk reduction and costs and the appropriate amount of
undergrounding given its high cost and risk reduction.

While it is not possible to eliminate all risk, parties disagree about what is
the appropriate balance of risk reduction and costs, while considering feasibility,
including permitting and construction timelines. TURN argues that PG&E's
proposed near-elimination of risk in undergrounded lines, in the absence of
consideration of other factors, such as costs or construction timelines, is not a
reasonable goal. Parties further claim that fire ignition risk reduction with the
aggressive installation of covered conductor used together with other mitigation
measures, such as an increased focus by PG&E on vegetation management,
equipment inspection, and related projects, presents a reasonable overall
reduction of risk in HFTDs during this rate case period of 18% compared to
PG&E's overall risk reduction of 20% by relying on its undergrounding
assumptions and covered conductor is significantly less costly.7

PG&E asserts that undergrounding a distribution line will reduce the risk
of wildfire ignition by 99% .8% This Commission finds that undergrounding a
distribution line substantially reduces the risk of wildfire ignition, but does not

determine the accuracy of PG&E’s assertion that it reduces risk of wildfire

799 PG&E Opening Brief at 386. “PG&E would achieve a risk reduction of just 18 percent during
the 2024-2026 period, with more covered conductor (which does not completely eliminate risk),
leaving a substantial portion of HFTD areas at higher risk.” TURN Sur-Reply Brief at 7-8,
stating “PG&E calculates that its reduced undergrounding work would eliminate 20% of
wildfire risk in 2024-2026, while PG&E previously calculated that TURN's covered conductor
proposal for 2024-2026 would eliminate 18% of the wildfire risk. TURN forecasts a cost of
$1.581 billion for its plan, or less than 20% of PG&E’s revised undergrounding cost forecast for
2024-2026. At least for this rate case cycle, therefore, PG&E’s proposal to spend over seven
billion dollars more than TURN’s proposed program provides extremely little additional
wildfire risk reduction and begs the question of what is the additional benefit that might
warrant such a huge cost difference. (Emphasis in original; footnotes omitted.)

800 PG&E Reply Brief at 335.
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ignition by 99%. The Commission further finds that it is undeniable that the risk
of wildfire must be reduced and that the harm caused by wildfire can be
catastrophic. While PG&E focuses its attention on its purported and aspirational
“near-total elimination of risk” on undergrounded lines, instead, PG&E must
focus on consideration of risk on the entire system and accounting for the
feasibility of work. Importantly, the “near-total elimination” of risk on each
individual line depends on PG&E timely and successfully completing its
undergrounding proposal. Project delays would lead to the highest risk scenario:
bare overhead wire in HFTDs. Other proposals, discussed in more detail below,
could potentially reduce wildfire risks by approximately 18% through a
combination of aggressive use of covered conductor in combination with other
mitigation measures. However, risk reduction alone is not a sufficient metric to
judge the prudency of the proposed mitigations. Risk Spend Efficiency (RSE)
values, which are a ratio of risk reduction and costs, must be considered, in
addition to other factors, such as costs, feasibility of construction, timeline for
completion, and impact on telecommunications companies. The ratepayers’
ability to pay for safety or risk reduction is not unlimited; as with all safety
measures, the Commission must consider the cost and impact on affordability.
Cost considerations, as well as these other critical concerns, are discussed below.

4.3.4. Costs of Undergrounding as Compared to
Covered Conductor

PG&E’s forecast for its undergrounding proposal is significant, at
approximately $5.9 billion (2023-2026) in capital expenditures plus
approximately $11.6 million in projected expense.891 The Commission must

evaluate what mix of wildfire mitigation activities, including undergrounding

801 PG&E Ex-04 at Tables 4.3-6 and 4.3-7 at 4.3-24; PG&E Reply Brief at 328 (Table 4.1).
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and covered conductor, are just and reasonable and balance risk reduction,
feasibility, timeline, and cost containment. For purpose of system hardening,
PG&E explains that covered conductor is an alternative, stating: “[Clurrently the
most frequently used method for system hardening is overhead hardening along
the existing alignment. Overhead system hardening can often be done more
quickly than line relocation or undergrounding, by taking advantage of existing
rights and easements.” 802

To provide context regarding the magnitude of PG&E’s approximately
$5.9 billion undergrounding cost forecast, a comparison between PG&E's recent
actual recorded amounts in 2021 and forecast for 2022 versus PG&E’s planned
spend for 2023-2026 is informative. PG&E’s 2021 recorded capital expenditures
for undergrounding is approximately $127 million, while its undergrounding
capital forecast for 2023-2026 is approximately $5.9 billion and the 2023
undergrounding capital forecast is approximately $1 billion.89 PG&E provides
no alternative smaller or less costly System Hardening proposal to its $5.9 billion
capital forecast.8% From another perspective, PG&E projects its Electric
Distribution plant-in service to increase from approximately $45 billion in 2023 to
approximately $64 billion in 2026 and its Electric Distribution rate base to

increase from approximately $26 billion in 2023 to approximately $40 billion in

802 PG&E Ex-04 at 4.3-44.
803 PG&E Reply Brief at 328.

804 Details regarding MAT 95W (Community Rebuild) are available at PG&E Ex-04 at Ch. 23.
The Community Rebuild program is not contested. The Community Rebuild program not the
same as PG&E larger undergrounding proposal because, while MAT 08W includes the
demolition of above ground systems and placing those systems underground, MAT 95W
(Community Rebuild) includes rebuilding in an area where the distribution system was
destroyed by wildfire with a new distribution system is being constructed underground. In
short, no above ground system currently exists.
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2026.8% These increases are largely driven by PG&E’s $5.9 billion
undergrounding proposal in this proceeding.

Within this context, the Commission now evaluates the reasonableness of
PG&E’s undergrounding proposal based on the information presented by
parties, which cover a number of factors, including cost per mile, risk reduction,
total costs, timelines, and feasibility of both undergrounding and reasonable
alternatives, such as covered conductor.

First, we turn to the question of cost per mile. PG&E generally estimates
$1.6 million per mile for installation of covered conductor during 2023-2026.80%
TURN presents a lower estimate of approximately $800,000 per mile and MGRA
refers to a report prepared under the direction of the Office of Energy
Infrastructure Safety, the Exponent Report, that projects cost efficiencies gained
over time.87 TURN's cost estimate is based its own analysis and on SCE historic
costs of $629,000 per mile (which include pole replacements and additional poles

to shorten spans).8%8 TURN's cost estimate omits other asset replacement on the

805 PG&E Ex-64 (JCE Vol. II) at 4-57 and 4-59. Costs rounded to nearest thousand. PG&E Reply
Brief at 352. The capital costs noted are tracked in MAT 08W, which isolates PG&E’s
undergrounding proposal, in contrast with the capital costs noted in 95W, which are those
undergrounding costs associated with PG&E’s ongoing Community Rebuild program.

806 PG&E Ex-17 (Rebuttal) at 4.3-39.

807 TURN Opening Brief at 416-417; MGRA Opening Brief at 54 (fn. 135), citing to Exponent
Report (December 22, 2021) Effectiveness of Covered Conductors: Failure Mode Identification and
Literature Review. The Exponent Report is available as an attachment to PG&E's 2022 Wildfire
Mitigation Plan (February 25, 2022) on the website of the Office of Energy Infrastructure Safety.

808 TURN Opening Brief at 416-417, stating “TURN’s position is that overhead system hardening
overhead work should not include replacement of useful assets that do not pose significant
ignition risk and are not necessary for the installation of covered conductor. TURN
recommends that as part of its covered conductor installation, PG&E install all the poles it
needs to support the heavier conductor, replace all minor pole attachments such as cross arms,
and replace all non-exempt fuses. However, TURN recommends that PG&E not replace

Footnote continued on next page.
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poles, but TURN presents a more conservative estimate for replacing certain
component parts than PG&E.8° TURN's cost estimate provides a premium of
26% over SCE’s recorded 2021 unit costs to deploy covered conductor.810

TURN and PG&E disagree as to whether replacement of other assets on
the pole is necessary when covered conductor is installed and whether or not
SCE's historic costs per mile are a helpful benchmark. PG&E’s estimate includes
work beyond installing covered conductor, including nearly 100% of pole
replacement and numerous initiatives to replace equipment and components,
including materials and labor.811 PG&E explains “it is reasonable to replace all
the components of the covered conductor system at the same time because
installing different components at different times carries the risk of requiring a
re-sizing of the pole and requiring a second pole replacement or other redundant
component replacements for compatibility.”812 PG&E’s 2023 unit cost forecast is
based on its 2020 recorded cost of $1.8 million per mile with certain
adjustments.®13 TURN responds that PG&E should narrow the scope of the assets
replaced when it installs covered conductor, stating: “some assets simply need
not be replaced until they deteriorate, which could be many years in the
future.”814

In response to TURN'’s arguments, PG&E states:

transformers, animal protection upgrades, reclosers, switches, surge arresters, and voltage
regulators, if those assets are in safe working condition.”

809 TURN Opening Brief at 416-417.
810 TURN Ex-11 at 23.

811 PG&E Ex-17 (Rebuttal) at 4.3-40.
812 PG&E Opening Brief, 423.

813 PG&E Ex-17 (Rebuttal) at 4.3-41.
814 TURN Opening Brief at 419.
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“... TURN's analysis fails to address three key factors
that drive the difference in cost between SCE and PG&E:
vegetation management; pole replacement; and equipment
upgrades.

First, vegetation clearing in support of a new overhead line
can significantly increase PG&E’s costs for overhead system
hardening projects. Both the increased height of the poles, the
widened cross-arms, and the increased sag of the line (all due
to the weight of the covered conductor) can vary the cost
considerably. This cost alone can add between $50,000 to
$400,000 per mile depending on the terrain and the location of
the line. The rural, more heavily-wooded nature of HFTDs in
PG&E’s service territory where the work is completed drives
the need for additional vegetation clearing. SCE reports it has
not generally observed significant vegetation management or
access road rehabilitation costs across its installations in its
less heavily-wooded territory. This critical cost-driver
difference is not acknowledged by TURN.

Second, in connection with pole replacement costs,
PG&E replaces nearly 100 percent of its poles due to the
additional weight/sag of the new covered conductor. SCE
only replaces, on average, 10 to 12 poles which represents
approximately 34 percent to 41 percent of the average number
of poles per circuit mile.

Third, the equipment upgrades PG&E completes during
its overhead hardening work also increase PG&E's costs
relative to SCE. PG&E incorporates numerous initiatives into
a single hardening project. Non-exempt equipment and
ignition-component replacements significantly adds to costs
due to the material and labor installation costs of the new
equipment. SCE generally is focused on covered conductor
only and does not include other major equipment
upgrades.”815

815 PG&E Opening Brief on at 425-426.
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The Commission finds that $1.261 million per mile for 2023 with escalating
costs for 2024-2026 for installation of covered conductor presents a reasonable
estimate for wildfire mitigation aspects of the installation of covered conductor,
and a reasonable middle ground between TURN and PG&E'’s proposals. PG&E's
proposed escalations for covered conductor are 4.43% for 2024, 2.96% for 2025,
and 2.96% for 2026; this results in covered conductor unit costs of approximately
$1.33M per mile in 2024, $1.38M per mile in 2025, and $1.43M per mile in 2026.
TURN's estimate of $800,000 per mile likely reflects a narrower scope of work
than what is reasonable, which may artificially drive down the cost forecast of
covered conductor. PG&E notes: “PG&E’s overhead assets are aging at a pace
faster than the assets can be replaced. This is especially the case in non-HFTD.”816
We observe this is consistent with the 2022 Commission-appointed Independent
Safety Monitor report, which stated that “ Across the divisions (e.g.,
Transmission, Distribution, Gas, etc.), the ISM has observed numerous PG&E
asset ages that are significantly older than the related industry average useful life
and the related PG&E average age of asset failure.”$1” Given PG&E'’s aging
infrastructure, there is high value in doing all work needed at a given site while
work crews are out at such site, but we expect PG&E to be judicious about which
equipment requires replacement. As a result, we find that a unit cost of $1.261M
strikes an appropriate balance between funding needed onsite asset replacement
work and containing costs. This will help ensure that PG&E prioritizes

equipment replacement work for sites that need it the most.

816 PG&E Ex-17 on at 13-12 to 13-13.

817 JISM Report at 6. https:/ /www.cpuc.ca.gov/-/media/cpuc-website/industries-and-
topics/documents/ pge/oversight-and-enforcement/ism-status-update-report-q3-2022.pdf.
Commission Resolution M-4855 describes the Independent Safety Monitor appointment.
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With respect to establishing a reasonable estimate for the cost per mile of
undergrounding, a number of different variables should be evaluated as part of
this analysis. First, no party disputes that a mile of undergrounding corresponds
to replacement of less than a mile of overhead assets because, for example,
topographical construction hindrances require longer routes when
undergrounding distribution assets.#1® The conversion factor used by PG&E to
calculate the overhead exposure per mile undergrounded is 1.25.81 TURN notes
that if PG&E undergrounds, for example, 2,000 miles of assets, PG&E will likely
de-energize significantly less than 2,000 of overhead assets.820 We find reasonable
PG&E’s 1.25 conversion factor for the purpose of establishing a reasonable cost
estimate for undergrounding.

A second consideration is whether PG&E’s claim of decreasing costs for
undergrounding over time is persuasive. In this proceeding, PG&E states that its
undergrounding costs will trend downward over time, with its 2023 per mile
forecast of $3.3 million decreasing over this rate case period to approximately

$2.8 million in 2026 (four-year average cost of $2.97 million).82! PG&E claims that

818 TURN Sur-Reply Brief at 7-8, stating that a mile of undergrounding eliminates only 0.64 to
0.80 miles of overhead covered conductor, due to the need to re-route undergrounding to
address various construction feasibility issues and, as such, PG&E's proposal to underground
about 1,700 miles equivalent to eliminating risk on 1,080 to 1,350 miles of overhead line.

819 For example, if a utility were to convert one mile of overhead lines, PG&E assets it would
need to install 1.25 miles of underground lines. Therefore, according to PG&E’s assertion, it
follows that to approximate the costs of covered conductor as compared to undergrounding, the
estimated costs of undergrounding one mile should be multiplied by 1.25, which equal
approximately $4.2 million. The figure of $4.2 million would be compared to the cost of
installing one mile of covered conductor at $800,000.

820 TURN Ex-11 at 33.

821 PG&E Ex-04 at 4.3-51 (Table 4.3-11 and Table 4.3-11) PG&E’s June 30, 2021 forecast cost data
for undergrounding decreased in the February 25, 2023 forecast from $4.3 million (2020 unit
costs) to $3.7 million (2020 unit costs).
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undergrounding costs will trend downwards, in part, due to the economies of
scale that may arise when a higher number of miles are undergrounded.822 At the
same time PG&E acknowledges a high level of uncertainty surrounding its cost
forecast, stating “[T]here continues to be significant uncertainty and variability
associated with wildfire mitigation activities and their associated costs. As an
example, the exact scope of PG&E'’s System Hardening Program will continue to
evolve as PG&E performs detailed planning and engineering for the remaining
circuit miles to be hardened.... [T]here is uncertainty regarding the wildfire
mitigation costs PG&E ultimately will incur versus forecast in this GRC.”823 In
response to this level of cost uncertainty, MGRA suggests that the Commission
significantly scale back PG&E’s proposal to a “pilot program” until PG&E can
demonstrate cost efficiencies, which are speculative as the highest fire threat
areas are often in the most challenging terrain.s¢ Here, this Decision approves a
portion of PG&E’s undergrounding proposal, and provides PG&E an
opportunity to demonstrate its capabilities to achieve its forecasted decreasing
unit costs, to achieve sufficient risk reduction, and to complete its
undergrounding work on the timeline forecast in this GRC. We require PG&E to
report on its progress pursuant to the accountability discussion in Section 4.3.7
below.

A third aspect of determining a cost estimate for undergrounding is that
PG&E asserts, while undergrounding is costly, the potential exists for significant
cost savings in other areas of its business as a result of undergrounding. In

support of the high costs of its undergrounding proposal, PG&E argues that,

82 PG&E Opening Brief at 388.
823 PG&E Ex-04 at 4-23.
824 MGRA Ex-01 at 84 and 91.
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while costly in the near-term at approximately $5.9 billion (2023-2026), its
proposal will save ratepayers money in the long term by lower maintenance, tree
trimming, and costs of rebuilding after wildfires.82> TURN responds that PG&E'’s
effort to justify the capital expenditure forecast for its undergrounding proposal
by future cost savings and potential decreasing costs of construction is
unconvincing, stating “covered conductor is still significantly more affordable
than undergrounding even when one considers long-term savings from
undergrounding.”826

Parties do not present actual undergrounding cost figures to compare with
PG&E's forecasted costs but point to the significant unknowns surrounding this
process and assert that these costs are hard to predict because PG&E has no
actual experience at undergrounding 2,000 miles within four years.82” Over
approximately six years, between 2015 and 2021, PG&E completed a total of
155 miles of undergrounding, an average of 22 miles per year.828 In 2022, PG&E

completed approximately 180 miles of undergrounding (120 miles System

825 PG&E Ex-04 at 4.3-11.
826 TURN Opening Brief at 400-402.

827 TURN Opening Brief at 399, stating “PG&E'’s ability to complete such a dramatic escalation
in undergrounding is extremely suspect. TURN witness Borden closely examined some of the
materials provided by vendors responding to PG&E’s Request for Information for
undergrounding work.1173 Vendors provided large ranges of potential unit costs and ‘ramping
plans’ - potentially achievable miles per year. These plans contained numerous caveats
explaining the various risk factors that might prevent achieving both the unit cost and mileage
plan estimates. Some companies believed much more modest scaling of the undergrounding
program is achievable....”

828 TURN Opening Brief at 398, citing to TURN Ex-11 at 35.
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Hardening and 60 miles Community Rebuild in Butte County), representing a
146% increase over the approximate 73 miles undergrounded in 2021.82.

The Commission finds that PG&E’s estimates of decreasing
undergrounding costs over time appropriately pursue efficiencies for customers
and potential savings, but require testing before approving the project at a larger
scale. We note that the 2,000 miles of undergrounding in the instant application
are the only plan PG&E has submitted to this Commission at this time. We
recognize that PG&E plans to eventually underground 10,000 miles. This
decision provides PG&E an opportunity to demonstrate its capabilities at an
unprecedented scale. We grant PG&E the opportunity to demonstrate that it can
achieve its forecasted unit costs, risk reduction, and project timeliness, and report
back on its results, which would be industry-leading outcomes if achieved.
PG&E’s actual costs achieved on a unit basis, and whether they decreased over
time, may be a factor in reviewing reasonableness of any future undergrounding
request by PG&E.

As a result, the Commission finds that PG&E'’s 2023 estimated cost per
mile for undergrounding of approximately $3.3 million per mile in 2023,
decreasing over this rate case period to approximately $2.8 million in 2026
(four-year average cost of $2.97 million) is reasonable. This means that the
escalation factors adopted in Chapter 13 of this decision are not applied to
undergrounding specifically. Also, undergrounding costs in post-test years are
adjusted pursuant to PG&E’s forecasted decreasing unit costs. We are persuaded

by PG&E’s use of new design and construction approaches, and its economies of

829 PG&E 2023-2025 WMP at 3. PG&E 2023-2025 WMP Table PG&E-1.1-1: PG&E’s Performance
Against 2020-2022 Quantitative WMP Initiative Targets at 990. PG&E 2023-2025 Wildfire
Mitigation Plan at 991-992 (Table PG&E-1_1-1).
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scale argument, and understand that increased undergrounding should facilitate
PG&E’s ability to achieve decreasing unit costs.

In addition, as stated above, the Commission finds that $1.261 million per
mile in 2023, increasing over this rate case period to approximately $1.396 million
per mile in 2026 for purposes of installation of covered conductor is a reasonable
reflection of the appropriate level of potential costs. Similarly, the escalation
factors adopted in Chapter 13 of this decision are not applied to covered
conductor. Post-test years for covered conductor will align with this decision’s
covered conductor increasing escalating unit costs.

With the unit costs established for undergrounding and covered conductor
on a per-mile basis, we turn next to discuss what set of mitigations is just and
reasonable and risk reduction and total costs.

For the first time in PG&E’s history of General Rate Cases, this proceeding
has the benefit of cost-informed risk analysis pursuant to the Safety Model
Assessment Proceeding (S-MAP) Settlement adopted in D.18-12-014.830 The
S-MAP Settlement established a quantitative risk modeling methodology to
prioritize risk reduction spending based on cost-effectiveness-, whereby PG&E
and the other settling parties agreed to use the S-MAP metrics to rank the cost-
effectiveness of proposed risk reduction activities. A key metric in the S-MAP
settlement was the use of RSE values, which represent a ratio of the risk
reduction to the investment cost of a mitigation. RSE values allow for an
apples-to-apples comparison of risk mitigation measures, and can be a guide to
prioritizing projects that mitigate risk to see what projects offer the most risk

reduction per dollar.

830 TURN Opening Brief at 22-23.
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Relying on PG&E’s RSE analysis for undergrounding and covered
conductor in the record of this proceeding, in TURN-Ex 11 Attachment 1, TURN
presents a risk modelling worksheet provided by PG&E in discovery.s3! In
response to a ruling issued on June 8, 2023,832 PG&E served its update to the
service list on June 9, 2023, which updated its risk modelling worksheet to
account for the new information in its Reply Brief. The updated risk modelling
worksheet was admitted into evidence as PG&E Ex-85. For ease of reference, we
will refer to the risk modelling worksheet in PG&E Ex-85 as the “2023 PG&E
GRC Wildfire Mitigation Spreadsheet.”

In its 2023 PG&E GRC Wildfire Mitigation Spreadsheet®33 PG&E divides its
electric distribution system in its High Fire Threat District (HFTD) into 25
tranches of risk levels, each tranche with its own risk score. Then PG&E
calculates risk reduction, costs and RSEs for each tranche for its proposed
undergrounding and covered conductor exposure miles. When calculating risk
reduction, PG&E utilizes overhead exposure miles to reflect the reduction of risk
related to existing overhead lines. For each system hardening mitigation (i.e.,
undergrounding and covered conductor), each tranche has the 2023-2026
program risk reduction and 2023-2026 program cost which is used to calculate
RSEs.

The RSE values provided by PG&E for undergrounding vary dramatically
by tranche. Undergrounding the highest risk tranches results in the most risk
reduction for dollars spent largely because the top six tranches contain 63 % of

the 2023 baseline risks. For example, the highest risk tranche has an

831 TURN Ex-11 Attachment 1 at 51-137.
832 Assigned Commissioner and ALJ Ruling Requesting Updated Data, June 8, 2023.
833 PG&E Ex-85.
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undergrounding RSE approximately 83% higher than the RSE in the second
highest risk tranche. Figure A below uses PG&E's data to graphically display the
RSEs for each tranche of proposed undergrounding.

Figure A: PG&E’s Proposed Undergrounding - Comparing RSEs by Tranche834
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RSEs for covered conductor also vary dramatically by tranche. Installing
covered conductor in the highest risk tranches results in the most risk reduction
for dollars spent, again largely because the top six tranches contain 63% of the
2023 baseline risks. For example, the highest risk tranche has a covered
conductor RSE approximately 79% higher than the RSE in the second highest risk
tranche. Figure B below uses PG&E’s data to graphically display the RSEs for

each tranche of proposed covered conductor.

834 PG&E Ex-85, Attachment A at 2.
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Figure B: PG&E’s Proposed Covered Conductor - Comparing RSEs by Tranche835
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PG&E proposed scenarios for the appropriate amount of undergrounding
and covered conductor in this case that changed over time. PG&E presented its
first alternative proposal in its testimony in February 2022, and modified it in its
Reply Brief in December 2022. TURN made its proposal in its December 2022
Opening Brief. Figures C-D below illustrate PG&E’s positions, and the proposed
milage for covered conductor and undergrounding, risk reduction, and cost

associated with each proposal.

835 PG&E Ex-85, Attachment A at 2.
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Figure C: Undergrounding and Covered Conductor Proposal in PG&E Supplemental

Testimony Feb 2022836
Miles | Overhead | Risk 2023 % Risk Cost
Exposure | Reduction | Baseline | Reduction | (million)
Risk
Undergrounding 3,346 | 2,677 6,766 9,979
Covered Conductor | 320 320 606 22,140 33% 517
Total 3,666 | 2,997 7,372 10,496

Figure D: Undergrounding and Covered Conductor Proposal in PG&E Reply Brief

December 2022857
Miles | Overhead | Risk 2023 % Risk Cost
Exposure | Reduction | Baseline | Reduction | (million)
Risk
Undergrounding 2,000 | 1,590 4,096 5,926
Covered Conductor | 320 320 606 22,140 21% 517
Total 2,320 | 1,910 4,702 6,443

The details of TURN's proposal are detailed below in Figure E:

Figure E: Undergrounding and Covered Conductor Proposal in
TURN'’s Opening Brief December 2022838
Miles Overhead | % Risk Cost
Exposure | Reduction | (million)
Undergrounding 200 160 18%8% 613
Covered Conductor | 1,800 1,800 1,492
Total 2,000 1,960 2,105

83 PG&E’s proposed miles are from PG&E Supplemental Testimony filing at Exhibit PG&E-4

at 3-27. The 2023 Baseline Risk, Risk Reduction and costs figures for PG&E's Feb 2022 proposal
are from TURN-11 Atch 1 at 48-51, 54-55, 82-84, and 134-135, which is output data from PG&E’s
Wildfire Distribution Risk Model V. 2. Percent Risk Reduction was calculated taking the Total
Risk Reduction divided by the 2023 Baseline Risk.

837 PG&E’s proposed miles are from PG&E’s Reply Brief at 352-353. The 2023 Baseline Risk, Risk
Reduction and costs figures for PG&E’s December 2022 proposal are from Exhibit PGE-85
AtchA at 3-5, 35-37, and 6835, which is output data from PG&E’s Wildfire Distribution Risk
Model V. 2. Percent Risk Reduction was calculated taking the Total Risk Reduction divided by
the 2023 Baseline Risk.

838 TURN'’s proposed miles are from TURN Opening Brief at 378 and 415.
839 PG&E Opening Brief at 386.
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Here, we find it reasonable to develop a hybrid approach for
undergrounding and covered conductor that balances elements of both PG&E’s
and TURN’s system hardening proposals. As illustrated by Figures A and B, we
find that more risk reduction is achieved when covered conductor and
undergrounding work is conducted in the highest risk areas. If PG&E
appropriately prioritizes work in high risk tranches for its undergrounding, it
can meet and potentially exceed the risk reduction achieved in both PG&E's and
TURN'’s proposals. We expect PG&E to prioritize conducting its work in the
highest risk areas to achieve as much risk reduction as possible.

We find a hybrid scenario can capture cost savings while still achieving a
high level of risk reduction, which we conservatively estimate to be 23% percent
or higher by focusing system hardening on the highest risk tranche miles.840 The
hybrid scenario below reflects a mix of undergrounding and covered conductor
miles based on the range of the numbers provided by the various positions of the
parties. This includes PG&E's request to rapidly ramp up undergrounding and
TURN’s alternative system hardening program focused on use of covered
conductor. By approving 1,230 undergrounding miles, this hybrid scenario will
allow PG&E to underground the highest risk 984 overhead miles on its system. It
provides substantial room for PG&E to ramp up its undergrounding program
and achieve economies of scale as well as the implementation flexibility to

achieve increased risk reduction. Figure F below illustrates the “hybrid

840 An estimate of minimum amount of risk reduction was calculated utilizing risk modeling
spreadsheet in PG&E Ex-85 (i.e., “2023 PG&E GRC Wildfire Mitigation Spreadsheet”). Program
exposure data for PG&E’s UG proposal was utilized from the eight tranches with the highest
risk scores. Additionally, this same program exposure data was duplicated for System
Hardening - Overhead exposure miles but only for the six tranches with the highest risk scores.
The risk reduction was calculated for years 2023-2026 for UG in the eight highest risk tranches
and CC exposure miles in the six highest risk tranches.
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Figure F: Hybrid Scenario for Undergrounding and
Covered Conductor
Miles Overhead | Cost
Exposure | (million)
Undergrounding 1,230 984 3,674
Covered Conductor | 778 778 1,049
Total 2,008 1,762 4,723

We are persuaded elements of both PG&E and TURN'’s proposals have
merit, and that the “hybrid scenario” is just and reasonable and strikes a balance
between risk reduction, feasibility, timeliness, and cost containment. The
forecasted capital cost of the “hybrid scenario” of $4.723 billion is reasonable,
and is $1.720 billion less than PG&E's proposal. This decision also requires PG&E
to undertake associated accountability measures, discussed further in section
4.3.7 below. This includes recording costs in the WMBA and PG&E filing a
System Hardening Accountability Report Advice Letter where it will
demonstrate the extent to which its covered conductor and undergrounding
work has been performed and has reduced risk in the highest risk areas.

4.3.5. Projected Total Costs and Customer

Affordability

The Commission must evaluate PG&E'’s forecast for affordability,
informed by the affordability metrics developed in R.18-07-006.841
PG&E’s undergrounding proposal includes a requested capital forecast of

approximately $5.9 billion (2023-2026) and expense forecast of $34 million

841 R.18-07-006, Order Instituting Rulemaking to Develop Methods to Assess the Affordability Impacts
of Utility Rate Requests and Commission Proceedings (July 23, 2018).
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(2023-2026).842 PG&E states it understands customer-affordability concerns “[b]ut
one cannot address these concerns [affordability] at the cost of safety and
reliability.”843 PG&E further states that it must engage in “bold, forward-thinking
initiatives” and must be adequately funded.84 PG&E explains that comparisons
to other utilities” plans for undergrounding, which are more modest, are not
reliable because PG&E’s service territory presents unique challenges.84> PG&E
points out it provided updated “affordability metrics” in response to a request
by TURN.84¢ PG&E also states that, while the Commission’s affordability metrics
adopted in D.20-07-032 provide one “set of measurements that can be used to
assess customer affordability, they are not the only method” and the
Commission has recognized that the adoption of affordability metrics “does not
preclude” alternatives.84”

In response TURN cites to the findings of the California Legislature in SB
599 and states that no one disputes that that living with inadequate access to gas
or electric utility service “causes tremendous hardship and undue stress,
including increased health risks to vulnerable populations.”84 TURN

acknowledges that the Commission cannot address all issues affecting bill

842 PG&E Ex-04 at 4-19 and 4-29. This amount includes other lesser costs forecasted within
System Hardening,.

843 PG&E Reply Brief at 325.

844 PG&E Reply Brief at 325.

845 PG&E Reply Brief at 339.

846 PG&E Opening Brief at 10; TURN Ex-615.
847 PG&E Opening Brief at 10.

848 TURN Opening Brief at 4.
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affordability in this proceeding but points to factors under the Commission’s
direct control here .84

According to TURN and other parties, these factors include scrutinizing
the balance between reliance on undergrounding as compared to covered
conductor for wildfire mitigation.850 TURN highlights the impact of PG&E's
“capital-heavy” proposed spending on customer rates in the long-term because
capital costs are recovered from ratepayers over the life of the asset, which PG&E
assigns a 50-year depreciation period for undergrounding.s51 TURN also points
out that capital asset expenditures are incorporated into in the utility’s rate base,
on which PG&E earns a rate of return (7.28%).852 TURN acknowledges that
covered conductor is also a capital program that adds to PG&E's rate base but
that covered conductor does so at a much lower cost to ratepayers with a high
overall safety benefit

A number of additional other parties also object to PG&E’s proposal on the
basis that it is unreasonably costly due to “affordability” concerns.
Cal Advocates states that capital expenditure forecasts presented by PG&E’s
undergrounding proposal should be substantially reduced for 2023 from PG&E'’s

849 TURN Opening Brief at 4.
850 TURN Ex-11 at 19.
851 TURN Opening Brief at 19-20.

852 TURN Opening Brief at 19-20. PG&E's rate of return is determined in a separate proceeding
before the Commission. The Commission most recent decision setting PG&E's rate of return
was D.22-12-031 (as corrected by D.23-01-002), which authorized a return on rate base of 7.28%
for PG&E’s 2023-2026 operations (cost of capital adjustment mechanism triggers would result in
an adjustment during some of these years.) TURN is suggesting that because utilities profit over
time from capital projects, such as PG&E’s proposed $5.9 billion capital project for
undergrounding, PG&E favors work plans for wildfire mitigation that are capital intensive
because these project provide utilities with more secure profit overtime.
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request of approximately $1 billion in 2023853 to a lower amount of $197 million
in 2023.85¢ Cal Advocates claims that its lower recommendation is more in line
with PG&E’s forecast submitted to the Commission on June 30, 2021, before
PG&E announced the goal of 10,000 miles of undergrounding.85 Cal Advocates
also relies on PG&E’s 2021 recorded capital expenditures for underground
system hardening of $31.8 million.85% Cal Advocates explains that its forecast is
substantially lower than PG&E’s because it is not convinced PG&E is able to
achieve the 2,000 miles projected when PG&E only completed 2.6 miles of
undergrounding system hardening in 2021.857

TURN presents an alternative recommendation and offers a substantially
reduced forecast, suggesting a capital forecast of $2.10 billion (2023-2026).85 In
support of its lower forecast, TURN states “The net cost to ratepayers of this
[PG&E] initiative, if approved, would be severe and burdensome to ratepayers

for decades to come, imperiling both affordability and state electrification

853 The amount of approximately $1 billion reflects PG&E’s request in its December 9, 2022
Reply Brief at 352.

854 Cal Advocates’ recommendations regarding other years are also disputed and are available
at CALPA Ex-07 at 16.

855 CALPA Ex-07 at 16.
856 CALPA Ex-07 at 15.

857 CALPA Ex-07 at 16, stating “...PG&E completed only 2.599 miles of underground system
hardening in 2021. PG&E completed 1.483 miles of underground system hardening in 2019 and
2.254 miles in 2020. PG&E would need to substantially increase its 2021 underground system
hardening mileage by 1,708 percent to reach its estimate of 47 miles in 2022.” Cal Advocates
does not include mile related to PG&E’s efforts in the Community Rebuild program in the
Town of Paradise.

858 TURN Opening Brief at 387; TURN Ex-11 at 20. TURN states “PG&E’s disregard for the
affordability of electric rates ...impedes state electrification goals, which depend on the financial
viability of electricity [ratepayers” ability to pay for electricity] as a fuel for building appliances
and vehicles.”
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goals.”8% Rather than authorize an approximately $5.9 billion forecast that
focuses on undergrounding, TURN recommends a significantly greater reliance
on covered conductor deployment, as it is more cost-effective and can play a
large role in driving down risk over this rate case period.8¢ “Covered conductor
can be deployed much more quickly and easily than undergrounding.”861 TURN
proposes that over the next four years PG&E install 1,800 miles of covered
conductor and 200 miles of undergrounding. If continued for ten years, such a
program would result in 4,500 miles of covered conductor and 500 miles of
undergrounding.862 TURN recommends that that the Commission authorize a
lower forecast for covered conductor from 2023-2026 at approximately
$1.492 billion (an estimated cost of $800,000 per circuit mile in 2023) and for
undergrounding from 2023-2026 at approximately $613 million.863

Similarly, Wild Tree Foundation states that the historically high amount of
time and resources PG&E must necessarily spend on undergrounding
conversions are time and resources not available to implement proven wildfire
mitigation strategies, in particular deployment of covered conductors.864

Based on the above, the Commission finds that, as compared to TURN's

alternative recommendation of approximately $2.1 billion (2023-2026) and the

859 TURN Opening Brief at 387, TURN Ex-11 at 31.

860 TURN Opening Brief at 414. TURN Opening Brief at 387, fn. 1143, stating: “Ex. TURN-11, p.
45, Table 12. The cost of TURN's proposal is calculated using TURN's proposed unit cost for
covered conductor. TURN'’s proposal would be approximately twice the cost using PG&E’s unit
cost for covered conductor.”

861 TURN Opening Brief at 414.

862 TURN Opening Brief at 389.

863 TURN Ex-11 at 22.

864 Wild Tree Foundation Ex-01 at 4.
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“hybrid scenario” of approximately $4.723 billion, PG&E's capital forecast of
approximately $5.9 billion plus additional expenses (2023-2026) will present
challenges for customers regarding affordability and our finding weighs against
adopting PG&E’s proposal. The “hybrid scenario” is more reasonable from an
affordability perspective. Given the nascent stage of PG&E’s undergrounding
ambitions, this Commission finds that the “hybrid scenario” offers an
opportunity for PG&E to prove that it can perform undergrounding projects at
scale in a timely manner while achieving forecast unit cost reductions, and the
“hybrid scenario” appropriately balances costs, risk reduction, timeliness, and
feasibility.

4.3.6. Pace of Undergrounding as Compared to
Covered Conductor

While PG&E argues that undergrounding will reduce risks in HFTDs up to
20% (2023-2026), PG&E has no historical track record of successfully
undergrounding at its proposed pace. If PG&E is unable to maintain its projected
pace of construction, its actual risk mitigation will decrease. PG&E acknowledges
that undergrounding is a formidable task in contrast to installing covered
conductor, stating that overhead system hardening “can often be done more
quickly” than undergrounding projects.8% In weighing undergrounding versus
covered conductor, PG&E does not provide a forecast of the number of miles in
which it could install covered conductor during 2023-2026 if fewer resources
were directed to undergrounding.

An analysis of PG&E's proposed pace of undergrounding is challenging
because of the nascent stage of the program and the absence of actual historic

data on feasibility of construction at the proposed scale. The Commission is

865 PG&E Ex-04 at 4.3-44.
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skeptical of PG&E'’s proposed pace, and will scrutinize PG&E'’s progress over
time. PG&E asserts that it will capture cost efficiencies at scale particularly in
construction activities, which are approximately two-thirds of the
undergrounding cost-per-mile.8¢% For example, PG&E notes that it recently
updated one of its underground design standards to reduce the depth at which
cable needs to be buried from 36 inches to 30 inches in certain areas, which will
reduce construction time and costs. PG&E states it is able to more quickly install
covered conductor on its overhead distribution assets, which PG&E claims
mitigates wildfire risks by 62% (used alone), compared to the process of
undergrounding its distribution assets, which PG&E claims mitigates wildfire
risk on an asset by 99%. PG&E states that the current process to deliver
undergrounding work takes approximately 19-36 months and suggests PG&E
will reduce this timeline to one to two years.8¢” PG&E also states that “Overhead
system hardening can often be done more quickly than line relocation or
undergrounding, by taking advantage of existing rights and easements.”868
Future GRC or other cost recovery applications will benefit from actual
cost and construction data for undergrounding at a larger scale. In its next GRC,
or other application seeking funding for undergrounding, PG&E shall provide
the cost per mile and risk reduction it achieved in all undergrounding projects in

the previous four years.

4.3.7. Accountability
No utility, including PG&E, has ever made a proposal of this magnitude

for undergrounding its distribution assets. In addition, no historical operational

866 PG&E Opening Brief at 403-404.
867 PG&E Reply Brief at 361.
868 PG&E Ex-04 at 4.3-44.
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data was presented demonstrating that PG&E has achieved this pace of
undergrounding in the past. As stated by PG&E, a high level of uncertainty
surrounds its forecast and PG&E’s specific plans for its undergrounding
program will “necessarily evolve over the life of the program as PG&E integrates
lessons learned, incorporates new technologies, updates its risk modeling, and
addresses stakeholder concerns. It will be both reasonable and necessary to refine
and continually update the program over time.”8® Undergrounding work can
face myriad challenges including difficult terrain, weather delays, permitting,
land access and construction issues.

Given the uncertainty associated with large scale undergrounding, the
significance of this program as a risk reduction proposal, and the significant
ratepayer costs involved, we find it is prudent to require heightened tracking
and reporting of costs and work to ensure accountability. The unit cost declines
forecasted by PG&E in its undergrounding proposal are similarly
unprecedented, and justify a measured approach to phasing in this mitigation.
This decision offers PG&E an opportunity to prove how well it can underground
lines in a way that effectively reduces risk and manages costs. We will examine
PG&E’s progress closely, and require heightened tracking and reporting of costs
to ensure transparency and accountability. We expect the information filings
ordered by this decision may help inform review of any future requests made by
PG&E for ratepayer funding for undergrounding, and that future forecasts of
unit costs and pace of work will be informed by historic actual data.

PG&E shall file an annual System Hardening Accountability Report

Advice Letter with the Commission’s Safety Policy Division every July 1st

869 PG&E Opening Brief at 412.
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through the GRC period, with the final report due July 1, 2027. PG&E shall serve
the report on the service list for this GRC. The report shall include, at minimum,
the following information on the previous year’s activity with information for
each completed covered conductor and undergrounding project: (1) Project
Name, Location, Circuit Segment Identification and associated Risk Model
Tranche, (2) circuit miles hardened, (3) unit cost in dollars per mile, and (4) risk
reduction achieved. For undergrounding projects, the report shall also include
the overhead miles replaced for each undergrounding project and the associated
overhead and underground conversion factor for each project. The report shall
also include the annual overhead to underground conversion factor calculated
for all underground projects completed in the reporting year. Attached to the
report PG&E shall also include two specific spreadsheets for comparison in Excel
and PDF format: (1) a “baseline” sheet for the hybrid scenario for which the
Commission approved authorized revenue recovery in this GRC with projected
annual risk reduction amounts, and (2) a “completed” sheet for the completed
projects (i.e., update “Program Exposure” and “Program Cost” tabs in the
completed project spreadsheet). Risk reduction will be measured by comparing
the “completed” to “baseline” sheet. In each report on annual System Hardening
Accountability, PG&E shall demonstrate how much risk reduction it has
achieved. PG&E shall explain its progress and the degree to which they meet or
exceed reducing risk by annual amounts of 2% by 12/31/2023, by a total of 5%
by 12/31/2024, by a total of 10% by 12/31/2025, and by at least a total of 18% by
12/31/2026 of the 2023 baseline risk amount. These risk reduction amounts
correspond to the risk reduction goals in PG&E’s 2023-2025 WMP.

If the annual completed project risk reduction is less than the total

expected risk reduction, PG&E shall submit, via Advice Letter to the Safety

- 281 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

Policy Division, a revised 2023 PG&E GRC Wildfire Mitigation Spreadsheet
which supports a plan on how PG&E will specifically adjust its system
hardening approach to eliminate the discrepancy in risk reduction. These
implementation adjustments shall, in all cases, abide by the bounds of this
Decision - for example, the Advice Letter process cannot modify the extent of
system hardening or reduce total risk reduction reflected in the hybrid scenario
approved by this Decision. In plain terms, the AL and spreadsheet will show
how PG&E will get back on track towards its total expected risk reduction.
Within 60 days of the final adoption of this decision, PG&E shall file an
initial Advice letter with Safety Policy Division establishing the methodology for
the “baseline system’ spreadsheet for the System Hardening Accountability
Report. The baseline methodology must explain which models are utilized to
calculate baseline risk (i.e., total wildfire risk in the HFTD) and forecasted risk
reduction for each year. It shall explain how WDRM v2 is utilized to calculate
baseline risk and forecasted risk reduction for projects to be completed in 2023
and how WDRM v3, and any other future version, is utilized to calculate baseline
risk and forecasted risk reduction for projects to be completed in 2024 and
beyond. Also, it shall explain how PG&E will address a change to the calculated
baseline risk based on various WDRM versions and how PG&E will calculate
accumulated risk reduction over the four-year GRC period. The ‘baseline system’
spreadsheet shall include the forecasted risk reduction for each annual year for
undergrounding and covered conductor projects aligned with risk model
tranches. Safety Policy Division Staff are delegated authority to adjust the
requirements for this report, including but not limited to adjusting the baseline
and baseline sheet and selecting the version of the Wildfire Distribution Risk

Model, to advance the transparency and accuracy of the reporting. In its report,
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PG&E shall demonstrate its progress to achieve total risk reduction amount over
the GRC cycle of at least 18% of the 2023 baseline risk amount. Staff may also
require adjustments to the content, format, and timing of the report to ensure
accuracy and consistency with the implementation of SB 884, should PG&E
choose to participate in the SB 884 program.

Spending for undergrounding and covered conductor mitigations shall be
tracked through the WMBA. We observe under the current statutory scheme in
Pub. Util. Code §§ 8386.4(a) and (b), an electrical corporation, including PG&E,
may establish memorandum accounts to track costs incurred to implement its
Wildfire Mitigation Plan and other fire risk mitigation activities not previously
covered in revenue requirement. After the Commission approved PG&E's first
Wildfire Mitigation Plan in 2019, PG&E submitted an Advice Letter to establish
the Wildfire Mitigation Plan Memorandum Account (WMPMA) authorized
under Section 8386.4(a).870

The Commission’s ratification of an approved WMP does not authorize
rate recovery; rather, the Commission considers the reasonableness of the costs
of implementing the electrical corporation’s WMP in its General Rate Case or an
application for recovery of the cost of implementing the WMP as accounted in
the memorandum account or otherwise. Additionally, an electrical corporation
may pursue conditional approval of a 10-year undergrounding plan pursuant to
Pub. Util. Code § 8388.5.

The Commission has reviewed whether additional costs incurred to
implement wildfire risk mitigation above the amounts authorized for rate

recovery in the GRC are just and reasonable through after-the-fact reviews.

870 PG&E’s WMP was approved on June 4, 2019, in D.19-05-037. On June 5, 2019, PG&E filed
Advice Letter 5555-E to establish the WMPMA, which was approved on August 5, 2019.
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While this structure allows an electrical corporation the opportunity to collect
additional revenues above and incremental to the revenue requirement
authorized in a GRC, it also requires the Commission to ensure an electrical
corporation does not recover additional revenue for wildfire risk mitigation
activities unless those activities are incremental to the work authorized in its
GRC.871 Given the Commission’s concerns with the feasibility, cost, timeliness,
and risk reduction associated with PG&E’s proposed undergrounding program
and our determinations on the reasonableness of proposed forecasted costs made
today, if PG&E seeks after-the-fact cost recovery for additional wildfire costs
incurred during the rate case period covered by this GRC, we will scrutinize
additional costs, costs per mile or additional miles of system hardening
completed to ensure the resulting rates are just and reasonable. Further, should
PG&E implement its plan notwithstanding the Commission’s determination that
certain costs associated with the plan’s costs are unreasonable, the Commission
can scrutinize PG&E's justification for completing additional mileage.

4.3.8. Construction Feasibility of PG&E’s Proposal
to Underground 2,000 Miles in 2023-2026

Construction feasibility, as used here, means the ability of PG&E to meet
the construction goals required to underground 2,000 miles of its infrastructure
within the 2023-2026 time period. While PG&E states that its “preferred wildfire
mitigation approach is undergrounding,” PG&E also acknowledges it will
necessarily need to rely on other wildfire mitigation activities because of a

number of factors, including “construction feasibility challenges.”872

871 See, e.g., PG&E WMCE A.20-09-019.
872 PG&E Reply Brief at 357-358.
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Parties raise serious questions about the feasibility of PG&E’s proposal to
construct 2,000 miles of its distribution system underground. Cal Advocates
states that insufficient evidence exists that PG&E can achieve the ambitious
mileage target or the substantial unit cost reduction.8”3 California Farm Bureau
Federation states that PG&E has not proven it can realistically achieve these
construction goals, suggesting that, based on the total number of miles PG&E
undergrounded in 2022 of 135 miles, it is not plausible that PG&E is able to
increase its performance by 439% to reach its goal of 750 miles in 2026.874
Comcast suggests that PG&E will likely encounter shortages of construction
materials, equipment, supply chain issues, and limited labor resources.8”> Wild
Tree Foundation states that PG&E will not be able to scale up its undergrounding
conversions at the pace it claims.87¢ TURN provides an estimate based on
historical data that projects PG&E’s undergrounding proposal would take
approximately 2,200 years, stating that between the years 2015-2021, PG&E
placed 155 miles of distribution lines underground, an average of 22 miles per
year.8”7 TURN suggests that, even at the quickest pace achieved, it would take
PG&E over 150 years to achieve PG&E’s undergrounding proposal.878 TURN
raises a related concern stating that, should PG&E fall behind schedule, PG&E

may focus its undergrounding where it can expedite construction rather than in

873 CALPA Ex-07 at 34.

874 California Farm Bureau Federation Sur-Reply Brief at 2.

875 Comcast Ex-02 at 4-5.

876 Wild Tree Foundation Ex-01 at 5.

877 TURN Ex-11 at 35 (based on PG&E's February 2022 proposal to underground 3,300 miles).
878 TURN Ex-11 at 35 (based on PG&E's February 2022 proposal to underground 3,330 miles).
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areas most beneficial for risk reductions purposes.8”? AARP’s recommendation is
to postpone a decision on PG&E’s undergrounding forecast until further
information is available and alternatives more fully evaluated is persuasive here
as PG&E's is unable to reasonably assure the Commission of the construction
feasibility of its proposal and related costs.580

Based on the above, the Commission finds that, while PG&E may intend to
underground 2,000 miles in four years, PG&E fails to establish the feasibility of
its full proposal to underground 2,000 miles of assets. However, we also observe
that PG&E has increased the pace of undergrounding in recent years. In 2021
PG&E undergrounded 73 miles, and in 2022 PG&E undergrounded 180 miles.881
We therefore conclude that authorizing 1,230 miles of undergrounding in the
“hybrid scenario” is an appropriate middle ground that will support PG&E’s
ability to scale and achieve the cost efficiencies mentioned earlier without
sacrificing feasibility.

4.3.9. Risk-Spend Efficiency Modeling

The Commission has focused on a method for PG&E to incorporate safety
risks into this overall decision-making process for more than 10 years. The
Commission will not review the history of this process but notes that it started in
earnest after the tragic failure of PG&E equipment in San Bruno. The

Commission has developed the Risk-Spend Efficiency, or RSE, to provide a

879 TURN Ex-11 at 35-36.
880 AARP Opening Brief at 26-28.

881 PG&E 2023-2025 WMP at 3. PG&E 2023-2025 WMP Table PG&E-1.1-1: PG&E’s Performance
Against 2020-2022 Quantitative WMP Initiative Targets on p. 990.
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method of assessing the cost-effectiveness of various safety programs and in this
instance, wildfire mitigation measures.882

Regarding Risk-Spend Efficiency modeling for wildfire mitigation within
System Hardening, PG&E acknowledges that installing covered conductor and
undergrounding have “similar RSEs” but emphasizes that in 2026, by the end of
this general rate case period, the RSE for undergrounding at 5.9, according to
PG&E’s calculation will slightly exceed that of covered conductors at 5.6.883 In
short, according to PG&E, its risk modeling during this proceeding on the RSE
only presents a “minor difference” between undergrounding and use of covered
conductor. Nevertheless, PG&E claims the RSE results support its decision to
rely heavily on undergrounding, rather than covered conductor, emphasizing a
goal of “near total elimination of ignition risk,” which is only achieved via
undergrounding .84 PG&E summarizes its position regarding RSEs in its reply
brief, and essentially finds that RSEs have little impact on its request, stating
“RSEs are not a significant driver of the choice between overhead [hardening]
and undergrounding because the two mitigations have similar RSEs.”885

Evidence submitted by parties supports this conclusion.

882 D.22-03-008, Decision Closing Risk Assessment Mitigation Phase Proceeding (March 17, 2022) at 1,
stating: “PG&E filed its RAMP Report pursuant to the procedures set forth in Decision (D.)
14-12-025, D.16-08-018, and the settlement agreement adopted in D.18-12-014. The RAMP
Report provides an initial quantitative and probabilistic assessment of PG&E’s top 12 safety
risks, plans to mitigate these risks, and estimates of costs associated with the proposed
mitigations.”

883 PG&E Reply Brief at 346. Note: These are average RSEs based on PG&E figures, adding total
risk reduction divided by total costs.

884 PG&E Reply Brief at 346-347.

8855 PG&E Reply Brief at 346. Note: RSE = Risk Reduction divided by Costs. With
undergrounding, the Risk Reduction is higher than covered conductor however covered
conductor has lower Costs.
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We note that the Commission has already articulated in the original
Risk-Based Decision-Making OIR the need to evaluate both quantitative and
qualitative benefits to proposed safety investments:

We are interested in the scrutiny of safety and reliability
programs in GRCs not only within the larger decision-making
framework considering both quantitative and qualitative
benefit trade-offs supporting the programs. Therefore, we
expect an evolution in the way utilities identify safety and
reliability risks and justify the value of investments and
operations expenses in relation to how well those risks are
mitigated.s86

The Commission has adopted a risk-based decisionmaking framework,
including risk reduction and risk spend efficiency analysis, to evaluate the
reasonableness of competing safety-related investment proposals.

4.3.10. Telecommunications Providers Concerns
Regarding Scope of Proposed
Undergrounding

Telecommunications companies present concerns regarding PG&E’s
proposal to underground 2,000 miles of overhead assets in the absence of more
information and advanced planning. Telecommunications companies place
equipment on PG&E’s utility poles and these companies often have shared use
agreements with PG&E for space to connect communication assets to the utility
poles. AT&T and Comcast present concerns regarding the potential service and
cost impact should poles no longer be a viable option for placement of
telecommunication facilities. These concerns were heightened by the absence of
information regarding the location of PG&E’s specific construction plans. No

party presents evidence of communications facilities” risk of wildfire ignition.

886 R13-11-006 at 7.
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AT&T details the cost and complexities that PG&E’s undergrounding
creates for companies that rely on pole attachments, emphasizing the potential
damaging impact on telecommunications services and customers.8” AT&T states
these are critical issues involving the integrity of telecommunications service that
the Commission must consider when determining whether and how much
wildfire-mitigation undergrounding PG&E should undertake.888 AT&T further
states that, while PG&E gives the impression of a detailed undergrounding plan,
very little information is available to parties.88? For instance, AT&T explains that
to underground its facilities, “close coordination with PG&E (or its contractors)
would be essential.”8% “If AT&T did underground jointly with PG&E, for
instance, timing for installing facilities includes coordination on materials, local
permitting, inspections and installing and burying conduit, and then returning to
pull the wires through the conduit. But PG&E does not propose any process for
this, or otherwise address the issue at all.”891 AT&T also raises questions about
how PG&E’s undergrounding proposal will impact broadband deployment,
stating that because of “the implications of undergrounding for broadband
deployment and the proper entities to bear the costs of PG&E’s proposed
undergrounding initiative, the Commission should institute a rulemaking to

address how the costs of any potential undergrounding of communications

facilities should be funded.”8%2

887 AT&T Ex-04 at 1.
888 AT&T Ex-04 at 1.
889 AT&T Ex-04 at 2.

890 AT&T Ex-01 at 6.
891 AT&T Opening Brief at 8.
82 AT&T Opening Brief at 3.
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Communication companies assert PG&E did not adequately consider less
disruptive options (or less expensive options) for wildfire mitigations.83 Comcast
states that PG&E has not provided the Commission or any stakeholder, such as
Comcast, with a plan that accurately addresses and projects the costs of the
undergrounding program.8%* Comcast is requesting that, for any future
undergrounding projects PG&E aims to complete for wildfire mitigation, the
Commission should require PG&E to leave its poles in place and allow
telecommunication companies to maintain their attachments.8%

In response, PG&E states “There is no compelling regulatory reason for
PG&E to provide the specific location information in a revised plan in this GRC.
The Commission is reviewing PG&E’s funding request for undergrounding, not
the specific undergrounding location plans. In addition, the undergrounding
plans will necessarily evolve over the life of the program.”s%

While PG&E is correct that the Commission in this proceeding is primarily
evaluating whether PG&E has substantiated its cost forecast, this evaluation
necessarily involves evaluating the soundness of PG&E’s proposed work plans,
such as undergrounding 2,000 miles of assets, and whether this proposal will
have economic or service impacts on other businesses that the Commission must
also take into consideration. Thus, while we do not resolve the communications
providers’ issues here, they may be raised as specific undergrounding proposals

come to the Commission for approval.

893 AT&T Ex-04 at 2.
894 Comcast Ex-01 at 12.
8% Comcast Ex-01.

8% PG&E Opening Brief at 411-412.
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4.3.11. System Reliability - Potentially Less Power
Shutoffs Due to Overhead Infrastructure
Damage and Less Reliance on PSPS/EPSS

In support of its 2,000-mile undergrounding proposal (2023-2026), PG&E
states that undergrounding “reduces customer impacts due to PSPS and
Enhanced Powerline Safety Settings (EPSS) programs, and improves system
reliability and resiliency.”87 PG&E explains that it is committed to
undergrounding 10,000 miles in and near HFTDs in order to reduce reliance on
the PSPS and EPSS programs and reduce wildfire risk.898 PG&E states that
similar benefits will not result from increased use of covered conductor.8%

TURN states that PG&E's cost forecast for PSPS and EPSS (addressed
separately herein) do not reflect reduced use of these mitigations in the near
future.?0 TURN emphasizes that, because the evidence fails to support
undergrounding on the scale suggested by PG&E, that continued measured use
of PSPS and EPSS as a mitigation is preferred over “PG&E’s enormously costly
and insufficiently supported undergrounding proposal.”0! Other parties
generally agree with this trade-off as explained by TURN.902

The Commission finds that PG&E is likely correct that increased
undergrounding, especially on the magnitude suggested by PG&E, will result in
PG&E'’s decreased reliance on PSPS and EPSS, as compared to now, for purposes

of wildfire mitigation. The Commission further agrees that decreased use of PSPS

897 PG&E Reply Brief at 351.
898 PG&E Reply Brief at 351.
89 PG&E Reply Brief at 347.
90 TURN Opening Brief at 383.
901 TURN Opening Brief at 383.
92 MGRA Reply Brief at 13.
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and EPSS will benefit ratepayers and the general public because the impacts of
PSPS and EPSS on communities is significant, as these programs cut power over
potentially significant periods, leaving customers with no electric service during
times of the year when wildfire risk is high.

4.3.12. Lower Cost Future Technologies — Rapid
Earth Fault Current Limiter (REFCL)

Lower cost technologies that are now in use could render undergrounding
less attractive from a risk perspective. One such technology received attention in
this proceeding, REFCL or Rapid Earth Fault Current Limiter. REFCL is installed
on a substation transformer and provides line-to-ground protection for all
circuits served from the substation transformer. REFCL technology uses a
component called a Ground Fault Neutralizer that detects high-impedance,
line-to-ground faults and limits the fault current below ignition thresholds.?03
PG&E has a short-term strategy to install REFCLs in HFTD areas. PG&E forecasts
deploying REFCLs at an additional two substations each year, but these plans
could change pending pilot results and integration with other enhanced
automation and wildfire mitigation efforts.90

While the benefits of REFCL are not currently entirely understood, the
evidence shows that REFCL illustrates the potential for new technologies to
supplement risk reduction goals and minimize the usefulness of the costly option
of undergrounding as the only option for near elimination of risk of wildfire
caused by PG&E’s overhead assets. PG&E explains as follows:

...due to differences in PG&E’s system and environmental
factors, a single wildfire risk mitigation approach (e.g.
combination of mitigations) would not be applicable or

903 PG&E Ex-04 at 4.3-63.
904 PG&E Ex-04 at 4.3-63.
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appropriate across the whole of PG&E’s electric distribution
system. Rather, it is the full complement and combination of
PG&E’s proposed mitigations working together, where they
are each appropriately deployed, that provides the most risk
reduction. As some of the technologies referenced in the
question (e.g. REFCL, Early Fault Detection) as well as other
tools (e.g. enhanced powerline safety settings (EPSS)) are
implemented and matured PG&E will enhance our
understanding of the risk mitigation value provided by each
tool and how to optimally deploy them in combination with
one another.%%

According to MGRA, PG&E should be devoting sufficient resources to
R&D on promising technologies such as RF Sensors, ECCVM sensors,%% to
position PG&E to rapidly be deployed at scale if R&D efforts prove feasible and
cost effective.?” MGRA recommends that PG&E use additional funding and
resources to allow it to accelerate R&D of its RECFL projects, and to plan initial
deployment.?8 Referring to REFCL, Cal Advocates recommends that before the
Commission agrees to an ambitious undergrounding plan, it require PG&E to
submit a detailed analysis of emerging alternatives to undergrounding, such as
REFCL technology and Cal Advocates points to a recent report on REFCL by
SCE.o09

The Commission finds that new emerging technologies, such as REFCL,

may in the near future enable PG&E to reduce the risk of wildfire caused by its

905 CALPA Ex-30 at 2.

%6 ECCVM refers to Event Classification Through Current and Voltage Monitoring sensors,
which measure current and high resolution but add voltage reads for a comprehensive and
synchronized power measurement of each phase from the substation outlet. PG&E Ex-04 at
4.3-56.

07 MGRA Ex-01 at 90-91.
908 MGRA Ex-01 at 88 and 90.
909 CALPA Ex-07 at 12.
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overhead assets at a significantly lower costs than undergrounding. Because new
technologies are emerging that may be highly effective at reducing ignition risks
and much less costly, these developments weigh against authorizing a

$5.9 billion forecast to support an ambitious plan to underground 2,000 miles
when emerging technology may soon present a more attractive alternative for
ratepayers in terms of safety and costs.

4.3.13. Discussion

The Commission is charged with balancing the competing goals of the
need for reliable, safe, affordable service. In evaluating the arguments and
evidence presented on PG&E’s 2023-2026 capital forecast of $6.4 billion for
System Hardening, the Commission finds that the evidence and arguments
summarized above weigh against approving PG&E’s full request and that PG&E
has failed to establish by the preponderance of evidence that its combined
forecast for System Hardening ($5.9 billion for undergrounding and $517 million
for covered conductor) is reasonable.

Instead, the Commission finds the alternative proposed capital
expenditures forecast of $4723 billion associated with the “hybrid scenario,”
which combines elements of proposals from PG&E and TURN, to be reasonable
because it achieves a balance of risk reduction, feasibility, timeliness, and cost
containment.

To summarize the discussion above, covered conductor and
undergrounding both offer unique benefits and tradeoffs as wildfire mitigation
approaches. As calculated by PG&E, the RSEs by 2026 for covered conductor
(5.6) and undergrounding (5.9) are likewise similar. While undergrounding an
asset substantially reduces the risk of wildfire ignition (PG&E claims 99%

reduction from undergrounded asset), covered conductor offers significant risk
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reduction (of at least 62% - with evidence of higher effectiveness pursuant to
recent filings by PG&E and other utilities with the Office of Energy
Infrastructure). Covered conductor projects can be completed at a faster pace
with significantly less construction feasibility unknowns than undergrounding
projects. Covered conductor is a proven mitigation and has been installed on
thousands of miles across California. Construction feasibility is a significant
concern with PG&E’s 2,000-mile proposal, as unknowns around the availability
of material and labor place an unreasonably high level of uncertainty around
PG&E's ability to execute its plans.

Costs are a significant concern, and with PG&E’s proposal at $6.4 billion,
the Commission must examine alternatives to mitigate the burden to ratepayers,
particularly at a time when ratepayers are experiencing unprecedented rate
increases. The “hybrid scenario” presents a more reasonable cost at a time when
ratepayers are experiencing unprecedented rate increase than PG&E’s proposal
at $6.4 billion. Moreover, while it is undisputed that undergrounding nearly
eliminates the risk of ignition on an asset, the Commission does not find it
reasonable to approve capital expenditures of $5.9 billion when PG&E estimates
its undergrounding proposal will reduce risk up to 20% in HFTDs. The hybrid
approach approved here reduces more risk than PG&E’s proposal, at less cost,
with fewer unknowns with respect to the feasibility of construction, and with
less risk of delay in project completion.

Regarding system reliability concerns suggested by PG&E, system
reliability will likely improve with increased undergrounding (and decreased
reliance on PSPS or EPSS) but PG&E failed to provide convincing evidence that it
can achieve its ambitious construction goals on the proposed timeline of four

years which is required to achieve increased system reliability. Failure to place
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assets underground would mean continued reliance on PSPS and EPSS (in
addition to the higher wildfire risk presented by bare overhead wire). At the
same time, the impact of aggressive installation of covered conductor, increased
maintenance, and new technologies, such as REFCL/Rapid Earth Fault Current
Limiter, could similarly decrease reliance on PSPS and EPSS. The unknown
impact of undergrounding on telecommunications services, broadband
deployment, and allocation of cost for any remaining poles needs to be better
understood before the Commission supports larger-scale undergrounding of
assets used by these companies.

Overall, based on the significant unknowns and unaddressed concerns
regarding PG&E's ability to successfully implement its proposal in a timely
manner together with the steep costs, the Commission finds that PG&E’s
$6.4 billion forecast for System Hardening (undergrounding and covered
conductor) is unreasonable at this point in time.

Instead, the Commission approves a System Hardening forecast consistent
with the “hybrid scenario.” This scenario, reducing more wildfire risk at a lower
cost with fewer feasibility and timeline risks, is a superior option at this time. The
accountability reporting process adopted in concert with the hybrid scenario will
provide important ongoing status updates and learnings about its progress.
While we do not approve the full amount of undergrounding miles requested by
PG&E, we are still approving an unprecedented increase compared to PG&E's
undergrounding to date, so the hybrid scenario represents an historic
opportunity for the company to achieve economies of scale. It is also an
opportunity for PG&E to prove that it can deliver on these ambitious plans

without delay and while delivering on total risk reduction.
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Accordingly, the Commission adopts a 2023-2026 cost forecast of
$4.723 billion for capital expenditures for System Hardening, which consists of a
forecast of $1.049 billion for overhead hardening and a forecast of $3.674 billion
for undergrounding. The $1.049 billion of capital expenditures for overhead
hardening are as follows: $149,509,470 (2023); $211,693,212 (2024); $278,250,715
(2025); and $410,009,303 (2026).910 The $3.674 billion of capital expenditures for
undergrounding are as follows: $618,683,644 (2023); $800,297,264 (2024);
$963,910,128 (2025); and $1,290,942,058 (2026).911

Regarding PG&E’s expense forecast for System Hardening, the
Commission finds reasonable the uncontested 2023 expenses forecast for System
Hardening of $11.595 million.

4.4. Other Wildfire Risk Mitigations
The activities comprising of PG&E’s Other Wildfire Risk Mitigations

include: (1) Situational Awareness and Forecasting; (2) PSPS Operations;

(3) Enhanced Automation and PSPS Impact Mitigations; (4) Information
Technology for Wildfire Mitigation; and (5) Enhanced Powerline Safety Settings
(EPSS).912 On February 25, 2022, PG&E revised its wildfire mitigation strategy by
adding EPSS, “prioritizing system hardening undergrounding,” and “revising
the scope of Enhanced VM.”913 The Commission addresses PG&E's forecast for
its revised wildfire mitigation strategy within Other Wildfire Risk Mitigations
and PG&E'’s plans to rely on EPSS during its undergrounding construction,

below. Notably, during this construction period, PG&E explains that EPSS

910 TURN Ex-11 at 28.
911 TURN Ex-11 at 30.
912 PG&E Reply Brief at 375.
913 PG&E Ex-04 at 4.1.
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remains an important wildfire mitigation measure because its electric lines
continue to be bare so the risk of ignition remains undiminished.?4

Cal Advocates, TURN, and MGRA oppose certain portions of PG&E’s forecasts
within Other Wildfire Mitigations, including PG&E’s forecasts for PSPS
Operations; Enhanced Automation and PSPS Impact Mitigations; and EPSS.915
PG&E states that it records the expense and capital expenditures for all the
activities related to Other Risk Wildfire Mitigations in the balancing account
referred to as the WMBA 916 The Commission addresses each of these wildfire

mitigation forecasts below.

914 PG&E Ex-17 (Rebuttal) at 3-27, stating “PG&E’s comprehensive wildfire mitigation strategy
focuses on increasing the number of miles and pace of undergrounding, expanding the EPSS
program, and adjusting the scope of Enhanced Vegetation Management.”

915 PG&E Reply Brief at 375.

916 The Commission created the WMBA in D.20-12-005 (PG&E TY 2020 GRC). In PG&E Ex-04 at
2-17, PG&E states that wildfire mitigations not eligible for recovery in WMBA are recorded in
WMPMA if approved as part of WMP (e.g., wildfire safety inspection program and related
repairs and replacement). PG&E will record wildfire mitigations into the WMPMA once it
exceeds the cap for WMBA (PG&E Ex-04 at 4-25). In D.19-05-037 (PG&E 2019 WMP) at

OPs 21-22, the Commission recognizes that PG&E may rely on two memorandum accounts for
these costs, the WMPMA and the FRMMA, stating as follows: “OP 21. Pacific Gas and Electric
Company may open the memorandum account described in Public Utilities Code

Section 8386(e), which provides: ‘At the time it approves each plan, the commission shall
authorize the utility to establish a memorandum account to track costs incurred to implement
the plan.” OP 22. Pacific Gas and Electric Company may not seek or obtain double recovery of
the costs tracked in the Section 8386(e) account authorized in the previous paragraph, and the
costs tracked in the memorandum account described in Public Utilities Code Section 8386(j),
which the utility established with Energy Division’s approval. The Section 8386(j) account is
described in Senate Bill 901 as follows: (j) Each electrical corporation shall establish a
memorandum account to track costs incurred for fire risk mitigation that are not otherwise
covered in the electrical corporation’s revenue requirements.”” See also, CPUC Resolution
WSD-03 OP 7; CPUC Resolution WSD-021 OP 11; CPUC Resolution SPD-09.
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4.4.1. Situational Awareness and Forecasting
PG&E’s 2023 expense forecast is $43.416 million.”” The expense forecast

includes work tracked in MWC AB Miscellaneous Expense.?18 PG&E's capital
expenditures forecast is $9.451 million in 2021, $9.375 million in 2022, and
$4.601 million in 2023. 919 The capital forecast includes work tracked in MWC 21
Miscellaneous Capital.?20 PG&E’s 2020 recorded adjusted expense is

$141.178 million.”?! PG&E did not modify its request regarding Situational
Awareness and Forecasting in its February 25, 2022 revised wildfire mitigation
strategy or its reply brief.922 PG&E states that it tracks the expense and capital
expenditures related to these activities in the WMBA. PG&E's expense and
capital requests are undisputed. The Commission finds reasonable PG&E’s
uncontested 2023 Situational Awareness and Forecasting expense forecast of
$43.416 million (MWC AB) and capital expenditures forecast of $9.451 million in
2021, $9.375 million in 2022, and $4.601 million in 2023 (MWC 21).

4.4.2. Public Safety Power Shutoff Operations
PG&E’s 2023 expense forecast for PSPS Operations is $115.266 million.923

PG&E did not moditfy this forecast in its February 25, 2022 proposal or its reply
brief.92¢ PG&E's recorded 2020 expense is $141.178 million.%2>

917 PG&E Opening Brief at 429, citing to PG&E-17 (Rebuttal) at 2-4 (Table 2-1).
918 PG&E Opening Brief at 429.

919 PG&E Opening Brief at 429P, citing to PG&E-17 (Rebuttal) at 2-5 to 2-7.

920 PG&E Opening Brief at 429.

921 PG&E Ex-17 (Rebuttal) at 4-12.

92 PG&E Reply Brief at 375.

923 PG&E Opening Brief at 430.

924 PG&E Reply Brief at 376, citing to PG&E-17 (Rebuttal) at 4.2-3.

925 PG&E Ex-17 (Rebuttal) at 4-13. (Table 4.5).
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PG&E's capital expenditure request is $3.084 million in 2021, $3.237 million
in 2022, $262,000 in 2023, $269,000 in 2024, $277,000 in 2025, and $284,000 in
2026.926 PG&E states that it records the expense and capital expenditures related
to these activities in the WMBA. PG&E explains that this expense forecast
includes work tracked in MWC AB and capital expenditures are tracked in
MWC 21.927 PG&E also explains that the reduction in costs during this rate case
period are, in part, driven by PG&E moving certain PSPS costs to Emergency
Preparedness and Response (also referred to as EP&R) beginning in 2023.928
PG&E’s PSPS Operations forecast was based on PG&E's calculation of the
average cost per PSPS event recorded during 2019 and 2020, multiplied by a
forecasted three annual PSPS events plus an additional potential/borderline
event per year.9

In support of its forecast, PG&E acknowledges it used improved scoping
techniques and PSPS mitigation strategies (e.g., remote grid) to reduce the
number of customers impacted by PSPS events in 2020 but also states it is now
including additional factors in its PSPS decision-making model, including,
among other factors, an update of studies for 2011-2020 weather data that “may

drive an expansion of PSPS events and associated costs in future years.”?30 PG&E

926 PG&E Ex-17 (Rebuttal) at 2-5 to 2-10.
927 PG&E Opening Brief at 430; PG&E Ex-17 (Rebuttal) at 4.2-6.

928 PG&E Ex-04 at 5-1 to 5-3; PG&E Ex-04 at 5-7, stating “Beginning in 2023, certain wildfire
mitigations will transition away from the organizations responsible for managing PG&E’s
wildfire mitigations and move to EP&R. These activities will be converted from wildfire-specific
mitigations tracked in the WMBA and will become all hazards controls. Mitigations that are
moving out of the WMBA are shown in Chapters 4.1 and 4.2 of this exhibit through 2022 and
are then listed as controls in Chapter 5 starting in 2023.”

929 PG&E Opening Brief at 431.
930 PG&E Ex-17 (Rebuttal) at 4.2-8; PG&E Opening Brief at 432.
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also explains that the majority of PSPS event costs are for inspecting power lines
following the end of the weather event and clarifies that costs prior to or during
PSPS events are not significant drivers of projected costs.?! In terms of justifying
PG&E'’s method of calculating costs, basing the amount of the forecast on the
number of forecasted PSPS events, PG&E states that forecasting costs for PSPS
events is inherently difficult because the main driver of PSPS is weather
conditions, which are unpredictable. 92

Both Cal Advocates and TURN recommend reductions to the 2023 expense
forecast on the basis that PG&E’s expense forecast is inflated because the number
of PSPS events implemented by PG&E in 2019, which was also the first year of
PSPS recorded costs, should be viewed as anomalous and removed from the
average cost because PG&E has acted to greatly limit the number and scope of
PSPS events since 2019.933 TURN and Cal Advocates state that this forecast is
inflated because it is partially based on PG&E’s overuse of PSPS in 2019 and, as a
result, is excessive and even encourages PG&E to use PSPS even though the
Commission’s policy is to minimize the use of PSPS.93 TURN recommends an
expense reduction of approximately $31 million.?> Cal Advocates recommends
an expense reduction to PSPS Operations of approximately $66 million and a
capital expenditure reduction of approximately $79 million in 2022 (PSPS Field

Operations Tech).?%¢ Cal Advocates also supports it recommendation with

931 PG&E Opening Brief at 433.

932 PG&E Opening Brief at 433-434.

933 Cal Advocates Opening Brief at 168.

93¢ TURN Opening Brief at 422-423.

935 TURN Ex-11 at 55.

9% CALPA Ex-07 at 3; Cal Advocates Opening Brief at 171; PG&E Ex-17 (Rebuttal) at 2-5.
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evidence that PG&E’s PSPS events are decreasing in number, duration, and
scope.??” Cal Advocates adds that PG&E fails to account for the decreased need
to rely on PSPS due to ongoing system hardening, such as PG&E’s
undergrounding plan or installation of covered conductor, and vegetation
management.

The Commission agrees that 2019 was an anomalous year for costs related
to PSPS Operations because 2019 was the first year PG&E relied upon PSPS as a
wildfire mitigation strategy and, during 2019, PG&E built the operational
foundation to support turning off power for wildfire risk mitigation. The scope
and duration of PG&E's activities to support PSPS Operations in 2019 and the
high number of PSPS events in 2019 should not be repeated in the forecast years
because the program is now created and PG&E has taken steps to minimize its
use of PSPS, seeking to ensure PSPS events are narrowly tailored and short in
duration. PG&E addressed this variability. PG&E showed that while PSPS
protocol changes made between 2019 and 2021 would have resulted in reduced
scope for some events, applying 2021 protocols to 2019 meteorological data
would have led to additional PSPS events being implemented because PG&E
incorporated asset health as well as the presence of known, high-risk vegetation
conditions adjacent to powerlines into its PSPS decision-making model.?3® The
2023 GRC PSPS forecast remains conservative in comparison to the 2021 WMP;
therefore, the Commission does not adopt Cal Advocates” and TURN’s proposed
adjustments. The Commission also agrees that extreme weather makes this

forecasting challenging. Accordingly, the Commission adopts PG&E's forecast.

937 Cal Advocates Opening Brief at 168 and 171.

938 PG&E Reply Brief at 377 and 379 (citing PG&E's 2022 Wildfire Mitigation Plan
Update - Revised, OEIS Docket #2022-WMP (July 26, 2022), at 987).
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And while it is true that PG&E did not present a reduced forecast in its

February 28, 2022 revised wildfire mitigation strategy to reflect incorporation of
EPSS as a wildfire mitigation measure,we are persuaded by the argument that
PSPS and EPSS are complementary mitigations which are implemented together,
and not as either/or solutions.99

For these reasons, the Commission finds PG&E’s 2023 expense forecast
reasonable and adopts a 2023 expense forecast of $115.266 million for PSPS
Operations MWC AB).

Regarding PG&E’s capital expenditure request for PSPS Operations, the
Commission finds PG&E'’s request reasonable within the context of the rapid
initiation of this newer mitigation measure. PG&E's decreasing trend for capital
expenditures reflects PG&E's relatively recent reliance on PSPS, which resulted
in higher initial expenditures. Further, PG&E's forecasted decrease in capital
expenditures is also reasonable since the majority of the capital assets needed for
this mitigation measure have been put into place. Accordingly, the Commission
adopts capital expenditures of $3.084 million in 2021, $3.237 million in 2022, and
$262,000 in 2023 (MWC 21).

4.4.3. Enhanced Automation and PSPS Impact
Mitigation
PG&E'’s Enhanced Automation work involves the use of electric
technologies, mostly various sensors, to reduce the possibility of ignition caused
by PG&E assets, including the following: (1) single phase reclosers with the
capability to trip all phases (i.e., open all phases), eliminating the risk associated

with wire down events; (2) distribution grid sensors that detect non-equipment

failure types that cannot be detected by existing detection methods or patrol

939 PG&E Opening Comments on the PD and APD at 15-16.
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techniques; (3) technology that can decrease overall wildfire ignition risk by
detecting early stage equipment failure, enabling PG&E to conduct repairs before
infrastructure fails; (4) technology that mitigates ignitions from line to ground
faults such as wire down or tree contacts; and (5) technologies that detect an
object approaching an energized power line and respond quickly to shut off
power before the object impacts the line.?* PG&E also includes in this request
equipment programs for mitigating the impacts of PSPS on customers, such as
installation of sectionalizing devices and support for Temporary Generation
programs that support temporary microgrids.?4!

PG&E'’s 2023 expense forecast is $11.595 million and is uncontested.%42
PG&E’s capital expenditures forecast is $104.351 million in 2021, $92.542 million
in 2022, and $81.116 million in 2023.9% PG&E did not revise this forecast in its
February 28, 2022 revised wildfire mitigation strategy or its reply brief. PG&E
states that it records these costs in the WMBA. PG&E’s capital forecast consists of
three Major Work Categories: (1) MWC 21 Miscellaneous Capital, (2) MWC 2A
Electric Distribution Install/Replace Overhead Assets, and (3) MWC 49
Distribution Circuit/Zone Reliability.?* Two areas of PG&E’s capital forecast are
contested: the costs tracked in MAT 2AP Expulsion Fuse Replacement and
MAT 49A Reclosers.?4

940 PG&E Opening Brief at 436-437, citing to PG&E Ex-04 at 4.3-2.

941 PG&E Opening Brief at 437.

942 PG&E Opening Brief at 437, citing to PG&E Ex-17 (Rebuttal) at 4.3-3.
943 PG&E Opening Brief at 437.

944 PG&E Opening Brief at 437.

945 PG&E Opening Brief at 438.

-304 -



A.21-06-021 COM/JR5/nd3 ALTERNATE PROPOSED DECISION (Rev.1)

Regarding the MAT 2AP Expulsion Fuse Replacement, PG&E's forecast
includes work to replace non-exempt expulsion fuses, which PG&E describes as
equipment that may “generate electrical arcs, sparks, or hot material during its
normal operation ... [that] could cause an ignition.”%4 PG&E’s capital forecast for
MAT 2AP Expulsion Fuse Replacement is $15.125 million in 2021, $15.388 million
in 2022, and $15.752 million in 2023.947 PG&E’s 2020 recorded capital expenditure
is $7.847 million.**8 Cal Advocates recommends using PG&E’s actual recorded
2021 costs (rather than the forecast) and adjusting PG&E’s 2022 and 2023 capital
requests, accordingly.?®® Cal Advocates then suggests using the forecasted
number of installed units as a multiplier.?0 As part of Cal Advocates” analysis, it
concluded that the unit cost for the fuse replacement is $6,095, while PG&E relies
on a unit cost of between $12,604 to $13,281.95! Using this reduced unit value,

Cal Advocates recommends a forecast of $8.7 million in 2021, $7.3 million in
2022, and $7.2 million in 2023 for MAT 2AP Expulsion Fuse Replacement
Program.?2 The Commission finds PG&E’s forecast reasonable, but based on
Cal Advocates’ recommendation that the unit cost is actually much lower using
recent 2021 data, PG&E shall provide actual and forecasted unit costs
information for 2021 through 2026 in its 2027 GRC filing and provide an

946 PG&E Opening Brief at 438.

947 PG&E Ex-17 (Rebuttal) at 4.3-17.

948 PG&E Ex-17 (Rebuttal) at 4.3-17.

949 CALPA Ex-07 at 10-11.

950 CALPA Ex-07 at 10-11.

951 CALPA Ex-07 at 17.

952 Cal Advocates Opening Brief at 174.
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explanation for any dollar amount difference between PG&E’s forecasted unit
cost in this proceeding and the actual 2021 costs.

Regarding MAT 49A Reclosers , PG&E states that this program includes a
number of different sensors that detect non-equipment failure types that cannot
be detected by existing detection methods or patrol techniques. %3 These sensor
technologies also detect other power flow anomalies/disruptions that may be
indicative of incipient faults, which can result in ignitions.?>* PG&E’s MAT 491
Distribution Grid Sensor request for capital expenditures is $12.369 million in
2021, $23.036 million in 2022, and $22.653 million in 2023.955 PG&E does not
present an expense forecast for Distribution Grid Sensors.?¢ PG&E explains that
it will conduct Information Technology work in 2022 and 2023 that it did not
perform in 2021.957

Cal Advocates and MGRA present lower forecasts. Cal Advocates states
that based on its analysis of 2021 recorded capital, PG&E’s actual unit cost is
significantly lower than the unit cost supposedly used by PG&E for forecasting
purposes in this proceeding.?8 According to Cal Advocates” analysis, PG&E
actually only spent $3.2 million in 2021, rather than PG&E's presented amount of
$12.4 million. Cal Advocates makes the argument based on its calculation of

lower unit costs regarding a 