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DECISION ADDRESSING SAN DIEGO GAS & ELECTRIC COMPANY'S
TRACK 2 REQUEST FOR RECOVERY OF WILDFIRE MITIGATION PLAN
MEMORANDUM ACCOUNT COSTS

Summary
In this application, SanDiego Gas& Electric Company (SDG&E) seeks

recovery of costsrecorded in its Electric and GasWildfire Mitigation Plan
Memorandum Accounts (WMPMASs) from May 2019through the end of 2022,
above amounts not authorized by the Commission in SDG&E’s 2019Test Year
General Rate Case(GRC) decision (Decision (D.) 19-05-051).The amount
requested includes recovery of operations and maintenance (O&M) coststotaling
$284million and capital expenditures placed in service during the 2019to 2022
period of $1,188million. 1

SDG&E also seeksrecovery of the undercollection of revenue requirement
for depreciation, taxes,and the return on rate basefor capital assetsplaced into
service from 2019to 2022through the period from 2023to 2027 totaling $774.3
million. 2

This decision finds unreasonable and disallows $206.140million in O&M
costsand $242.467million in capital expenditures.® Thesenumbers include the
costof drone inspection and repair costs.The Commission defers the
determination of the authorization of thesecostsuntil Track 3 of this proceeding.

The Commission approves the balancerequested of $77.86million in O&M

1 SDG&E Opening Brief at p. 6.
2 SDG&E Opening Brief at p. 6.
3 SeeAppendix B Cost Reduction Summary.
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expensesand $945.533million in capital expenditures.* The Commission finds
thesecoststo be reasonable,critical investments in wildfire mitigation required
by legislation to reduce wildfire risk.

Tables1 and 2 below detail the costsapproved and disallowed by initiative

or program,

Capital Requests,Reductions, and Authorizations ($000)

Table 1

Direct
Costs Indire
DC IC .
N (DC) _ ct . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (IC)
Circuit
Ownership $713 $713 $0 $0 $0
Detailed
Inspections of | o5 205 | g9 [ $31001 o5 | g37.382
Distribution 0
Equipment.
Detailed
I ti f
NSPECUONSOT | goo5 | $205 | $1,684| $146 | $1,538
Distribution
Underbuild
Drone
Assessments
of Dist. $80,809 $80,809 $9,150 $9,150 $0
Infrastructure

4 SeeAppendix C Results of Operation Model (Total for Electric and Gas).

-3-




A.22-05-015 et al. ALJ/JOR/hma

Direct
Costs Indire
DC IC .
. (DC) _ ct . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (1C)
.
HETDTIer3 1«3 111 | $3111 | $7.478| $2.507 | $4.882
Inspections
Infrared
Inspections of
Distribution %0 %0 %0 %0 %0
Infrastructure
Intrusive Pole
USIV: $2,064 | $0 |$4250| $0 | $6,314
Inspections
Patrol
I ti f
NSPECUONSOT | 9957 | $027 | $3,364| $774 | $2,501
Distribution
Equipment
AM&I ¢ Total 4.2 2
&l *Total | $94,233| (o 285 $52’9 $12.666| $52,707
Centralized
Repository for | $35,742| $35,742 $3.453| $3.453 $0
Data
Document. &
Disclosure $8,714 | $8,714 $505 $505 $0
Data
Governance | $44,456| $44,456| $3,958| $3,958 $0
(DG) Total

5High Fire Threat Districts (HFTDs).

6 Asset Management and Inspections (AM&l).
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Direct
Costs Indire
DC IC .
. (DC) _ ct . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (1C)
CO, PA, &
Comm. $7,686 | $7,686 $1.002| $1.002 $0
Efforts’
Emergency
Management | ($5,237) $0 $0 $0 ($5,237)
Operations
Emergency
Planning& | o 149 | 7,686 ($5.237)
Preparedness ’ ’ $1,002| $1,002 ’
(EP&P) Total
A 21,1
dvanced ¢7.267)| 82 | P2118| ¢35 | $13.805
Protection 8
AV
vian ($1,852)| $0 |$2,219] $0 $368
Mitigation
Cleveland
Nati I 27,25
ational s64440 so0 |20 $0 | $91,691
ForestFire 1
Hardening
Covered $136,49 $29,32
Conductor 5 $25,959 2 $5.577 $134,282
Distribution,
icati 21
Communicati | o5 ool g0 | 52108 g0 | s64.307
on Reliability 6
Improvements

7Community Outreach (CO), Public Awareness (PA), and Communication Efforts (CE).
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Direct
Costs Indire
e (DC) bC _ ct Ic . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (IC)
Distribution
Overhead $76,83
(OH) System $97,139 $922 9 $186 | $172,869
Hardening
Expulsion
Fuse si7022| s0 | P00 g0 | s34z
Replacement
Generator
Assistance $0 $0 $0 $0 $0
Programs
Generator
Grant $0 $0 $0 $0 $0
Programs
Hotline
$0 $0 $0 $0 $0
Clamps
Lightning
Arrestor $5,556 $0 $4,569 $0 $10,125
Replacements
Microgrids $20,170 $0 $1g’32 $0 $32,490
Public Safety
Power Shutoff
(PSPS) $11,135 $0 $8,275 $0 $19,410
Sectionalizing
Enhancements
SCADA® $1,946)| $0 |[$5120] s0 | $3,183
Capacitors

8 Supervisory Control and Data Acquisition (SCADA).
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Direct
Costs Indire
DC IC .
. (DC) _ ct . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (IC)
Standby
Power $0 $0 $0 $0 $0
Programs
3:Zteich;un 4 | $241.23 $48,40
g g 3 $24 4 $5 | $289,608
Transmission
Overhead
System s14321] $0 || g0 | s25.879
Hardening - 8
Dist.
Underbuild
Grid Design&
H?dséimg $639,96 $282,2
8 26,987| 60 5,803 889,437
(GD&SH) $26, $5, $889,
Total
Aviation
Firefighting $32,601| $32,601| $4,564| $4,564 $0
Program
Personnel
Work $851 $851 $130 $130 $0
Procedures
GO&OP° Total | $33,452| $33,452| $4,695| $4,695 $0
S ized
ummanzed | ¢1869 | $0 | $58 | $0 | $1,927
Risk Map

9 Grid Operations and Operations Protocols (GO&OP).
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Direct
Costs Indire
L (DC) DC ) ct I . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (IC)
Risk
Assessment | o1 g59 |  $0 | $58 | 80 $1,927
Mapping
(RA&M) Total
Allocation
Methodology | ¢, $0 | $41 | $0 $41
Development.
& App.
RAM Total $0 $0 $41 $0 $41
Advanced
Weather $229 | $0 | $582 | $0 $352
Monitoring &
Stations
Alr Quality $0 $0 | $55 | 90 $55
Index
C
amera $9 $0 $0 $0 $9
Network
Fire Potential | ¢/ c39| s0 | $67 | $0 | $4.606
Index
Fire Science&
Climate
) 0 0 0 0 0
Adaptation 3 3 3 3 3
Department
High
Performance | - 40| s0 | $102 | $0 | $5342
Computing
Infrastructure
Wirel Faul
relessFaull | «5548) 0 | $2517| $0 | ($4.031)
Indicators
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Direct
Costs Indire
. (DC) bC _ ct Ic . | Authoriz
Initiative Reducti Reducti
Request on Costs on ed
ed (IC)
Situational
Awareness
. $3,010 $0 $3,323 $0 $6,333
Forecasting
(SA&F) Total
Community
Engagement-
Outreach & $0 $0 $0 $0 $0
Public
Awareness
PSPS
Communicati | $15,809| $15,309| $821 $821 $0
on Practices
SC&CE°Total | $15,809| $15,809| $821 $821 $0
WILDFIRE
MITIGATION
PLAN
MEMORAND | $835,24
UM 7 $2164’17 $38523’O $28,945| $945,209
ACCOUNT
(WMPMA)
Total

10 Stakeholder Cooperation & Community Engagement (SC&CE).

-9-
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O&M Requests,Reductions, and Authorizations ($000)

Table 2

Disclosure

Direct
o Costs DC Indirect Ic |
Initiative (DC) : Costs _ Authorized
Reduction Reduction
Requested (IC)
Circuit Ownership $0 $0 $0 $0 $0
Detailed Inspections
of Distribution -$45,998 $0 $1,700 $0 -$44,298
Equipment
Detailed Inspections
of Distribution $0 -$225 $0 $0 $225
Underbuild
Drone Assessments
of Distribution $137,446 $137 446 $4,800 $4.800 %0
Infrastructure
HFTD Tier 3 $0 $3,111 | $0 $0 $3,111
Inspections
Infrared Inspections
of Distribution $577 $577 $300 $300 $0
Infrastructure
Intrusive Pole $2,987 $0 $500 $0 $3,487
Inspections
Patrol Inspections of
Distribution $0 -$927 $0 $0 $927
Equipment
AM&I Total $95,013 $133.761 $7,300 $5.100 $36.547
Centralized
Repository for Data %0 %0 $0 %0 %0
D t. &
o e $692 $0 | $500 |  $0 $192

-10-
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Direct
o Costs DC Indirect Ic |
Initiative (DC) : Costs _ Authorized
Reduction Reduction
Requested (IC)
bataGovernance | ¢q0, $0 $500 $0 $192
Total
CO, PA, &
Communications $0 -$7,686 $0 $0 $7,686
Efforts
Emergency
Managfement $34,472 $102 $7,800 $19 $42 151
Operations
EP&P Total $34,472 $7.584 $7,800 $19 $49,837
Advanced Protection $153 $0 $0 $0 $153
Avian Mitigation $17 $0 $0 $0 $17
Cleveland National
ForestFire $2,456 $0 $149 $0 $2,606
Hardening
Covered Conductor $3,762 $0 $187 $0 $3,949
Distribution
Communication $715 $0 $0 $0 $715
Reliability
Improvements
Distribution OH $10,586 |  $671 | $693 $43 -$10,608
SystemHardening
Expulsion Fuse $0 $0 $0 $0 $0
Replacement
Generator $2,250 $0 $174 $0 $2,424
Assistance Programs
Generator Grant $17,117 $0 $392 $0 $17,509
Programs
Hotline Clamps $9,937 $0 $1,006 $0 $10,943

-11-
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Direct
o Costs DC Indirect Ic |
Initiative (DC) : Costs _ Authorized
Reduction Reduction
Requested (IC)
Lightning Arrestor 28 $0 $0 $0 $28
Replacement
Microgrids $3,292 $0 $135 $0 $3,427
PSPSSectionalizing $0 $0 $0 $0 $0
Enhancements
SCADA Capacitors $0 $0 $0 $0 $0
Standby Power $22,744 | $247 | $268 $3 $22,762
Programs
stategic $176 $0 $0 $0 $176
Undergrounding
TOSH - Dist.
Underbuild $0 $0 $0 $0 $0
GD&SH Total $52,060 $918 $3,005 $46 $54,100
Aviation
Firefighting -$1,675 $0 $0 $0 -$1,675
Program
Personnel Work $878 $0 $52 $0 $930
Procedures
GO&OP Total -$797 $0 $52 $0 -$745
Summarized Risk $1,824 $0 $619 $0 $2,443
Map
RA&M Total $1,824 $0 $619 $0 $2,443
Allocation Method
Development & $7,964 $7,964 | $3,387 | $2,044 $1,343
App.
RAM Total $7,964 $7,964 | $3,387 | $2,044 $1,343
Advanced Weather
Monitoring & $0 $0 $0 $0 $0
Stations
Air Quality Index $0 $0 $0 $0 $0

-12-




A.22-05-015 et al. ALJ/JOR/hma

Direct
o Costs DC Indirect Ic |
Initiative (DC) : Costs _ Authorized
Reduction Reduction
Requested (IC)

Camera Network $0 $0 $0 $0 $0
Fire Potential Index $0 $0 $0 $0 $0
Fire Science&
Climate Adaptation $1,854 $175 $2,518 $39 $4,158
Department
High Performance
Computing $0 $0 $0 $0 $0
Infrastructure
er_eless Fault $0 $0 $0 $0 $0
Indicators

SA&F Total $1,854 $175 $2,518 $39 $4,158
Community
Engagement-
Outreach & Public $1,614 $1,614 $307 $307 $0
Awareness
PSPS
Communication $31,055 | $31,055 | $2,509 $2,509 $0
Practices

SC&CETotal $32,669 | $32,669 | $2,816 | $2,816 $0
Fuels Management $22,442 | $22,442 | $1,526 | $1,526 $0
LIDAR Inspections $4,152 $4,152 $28 $28 $0
Pole Brushing $3,139 $0 $915 $0 $4,055
Vegetation
Restoration $1,265 $1,265 $53 $53 $0
Initiative

VM&I Total $30,998 | $27,859 | $2,523 | $1,608 $4,055

WMPMA Total $255,366 $195,763 $30,519 $11.671 $78.451

-13-
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The Commission also disallows $16.9million in gaswildfire mitigation
costs.

On October 27,2023,SDG&E was granted interim relief to recover $289.9
million in ratesduring 2024and 2025for the undercollected WMPMA, subjectto
refund. ! This decision authorizes atotal revenue requirement for 2019-2027 of
$706.475million lessthe amount that SDG&E collected for interim rate relief of
$289.9million in 2024-2025,resulting in atotal revenue requirement of $416.575
million. 12 To reduce the rate impact and to support rate stability for California
Alternate Ratesfor Energy and Family Electric Rate Assistance program
customers, the Commission authorizes SDG&E to amortize the balance of the
undercollected revenue requirement owed through 2025over a period of three
years. As aresult, the average non-CARE customer bill will increaseby $5.090r
2.94%?3

This proceeding remains open.

1. Background
The serviceterritory of SanDiego Gas& Electric Company (SDG&E) is

exposedto arange of wildfire risks, including those from SantaAna winds, dry
fuels, and extreme heat (eachof which hasbeendirectly linked to large and
destructive wildfires). Thesewildfires may in some casesbe sparked by
powerlines or other electrical infrastructure. The heat map in Figure 1 below

illustrates the wildfire risk acrossSDG&E’s territory that is increasing with

11D.24-02-010.
12SeeAppendix C; Section14,Table C-1.
13 Proposed Decision Appendix D Residential Monthly Bill Impact.
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climate changel!4

14 SDG&E Opening Brief at 33; SDG&E T2 Ex-01-Rat 2; SDG&E T2 Ex-01-R-Cat 98.
-15-
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FIGURE 1

lllustrative Wildfire Risk Heat Map

In 2007,the risk in this territory produced the ninth most destructive fire in

California history. > In addition to the history of wildfires in SDG&E’s service

15 The Commission proposesto take official notice of the California Department of Forestry list

of the Top 20 Most Destructive California Wildfires available at https://34c031f8-c9fd-4018-8c5a-

4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/calfire-website/our-impact/fire-

statistics/top20_destruction 072525 Grounds exist for taking official notice of the above

pursuant to Rule 13.90f the Commission’s Rules of Practice and Procedure and California

Evidence Code Section452.1f a party objectsto the Commission taking official notice of this
Footnotecontinuedon next page.
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territory, the wildfire mitigation costsSDG&E seeksto recover here arise from
recentlegislation and Commission decisions requiring the evaluation of wildfire
risks, and mitigation plans. Given the magnitude of thesedevelopments, their
impact on SDG&E’s request, and how the parties considered them, these
developments are described in this background section to give necessarycontext
for this decision. Thesedevelopments and other matters are presented in the
following sections: (1) Wildfire Mitigation Requirements, (2) Wildfire Risk
Analysis, (3) Wildfire Mitigation Plans, (4) Denial of recommendation that
SDG&E be required to refile this application to improve its cost-effectiveness
showing, (5) SDG&E’s 2019Test Year General Rate Case,Wildfire Mitigation
Plans (WMPs) and Wildfire Mitigation Plan Memorandum Account (WMPMA),
and the SDG&E Track 2 Request,(6) Summary of Intervenor Positions, (7)

Procedural Background, and (8) Submission Date.

1.1. Wildfire Mitigation Requirements

Beginning in late 2018,and in responseto the growing risk of catastrophic
wildfires throughout California, the California Legislature significantly
expanded its wildfire mitigation statutory framework, enacting SenateBill (SB)
901'% and Assembly Bill (AB) 1054 (collectively, the “2019 Wildfire
Legislation”). Together, thesestatutes: (i) created a wildfire insurance fund for

utility-caused wildfires, (ii) declared that the state’sutilities neededto invest in

information, the party shall file and serve a motion to objectwithin 10days of the service of this
proposed decision.

16 Stats.2018,Ch. 626, effective January 1, 2019.
17 Stats.2019,Ch. 79, effective July 12,2019.

-17-
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both hardening the state’selectrical infrastructure and improving vegetation
managementto reduce the risk of catastrophic wildfires, (iii) required
shareholders of large electrical corporations to collectively fund $5billion in
safety investments (without return on equity that would have otherwise been
borne by ratepayers), and (iv) created a special processto focus on developing
and implementing WMPs.

The 2019Wildfire Legislation established the WMP asthe primary
mechanism for evaluating eachelectrical corporation’s portfolio of wildfire risk
reduction programs. Eachutility is required to prepare a WMP to assessts level
of wildfire risk and provide plans for reducing that risk. The 2019Wildfire
Legislation requires electric utilities to reexamine their wildfire mitigation
initiatives and to “construct, maintain, and operate their electrical lines and
equipment in a manner that will minimize the risk of catastrophic wildfire posed
by those electrical lines and equipment” in accordancewith required WMPs,18
including “hardening of the state’s electrical infrastructure, vegetation
management, and reducing the scaleand scopeof PSPSevents.”!® Each utility
submits its WMP to the Office of Energy Infrastructure Safety (OEIS)for review
and approval and subsequentratification by the Commission. Public Utilities
Code Section 8386.4statesthat upon approval of an electrical corporation’s

WMP, the Commission shall authorize the electrical corporation to establisha

18 Public Utilities (Pub. Util.) Code Section8386(a).
19 AB 1054,Stats.2019-2020,Ch. 79 at Sec.2.
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memorandum account to track costsincurred to implement the plan.?° The
Commission is later required to review the costsin the memorandum accounts
and disallow recovery of coststhe Commission deemsunreasonable 2!

Statelaw, OEIS, and the Commission require an electrical corporation’s
WMP to:

Describe the measurestaken, or planned to be taken, to reduce
the need for and impact of Public Safety Power Shutoff (PSPS)
events, including replacing, hardening, or Strategic
Undergrounding of any portion of the circuit or of upstream
transmission or distribution lines.??

Describe the actions taken to ensure the electrical system will
achieve the highest level of safety, reliability, and resiliency, and
to ensurethat its system s prepared for a major event, including
hardening and modernizing its infrastructure with improved
engineering, system design, standards, equipment, and facilities,
such asundergrounding, insulating of distribution wires, and
replacing poles.”23

Describe where and how the electrical corporation considered
undergrounding electrical distribution lines within those areasof
its service territory identified to have the highest wildfire risk.2*

Quantify the overall utility risk of PSPSevents and the reduction
of that risk on an annual basis,along with providing three- and

20 Pub. Util. Code Section8386.4(a).Throughout this Decision, citations are to statutes aswere in
effect when this application was filed, notwithstanding later changeseffected by SB254(2025).

21 Pub. Util. Code Section8386.4(b).
22 Pub. Util. Code Section8386(c)(8).
23 Pub. Util. Code Section8386(c)(14).
24 Pub. Util. Code Section8386(c)(15).
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ten-year plans to reduce the “scale, scope,and frequency of PSPS
events.”?®

Engagein additional efforts, including but not limited to system
hardening, to reduce the need for and scopeof de-energizations,
and report on those efforts to the public. %6

Recognizing the danger of severewind conditions contributing to the
ignition of fires related to utility infrastructure, 2’ the Commission ordered
utilities to adopt enhanced procedures in “Extreme and Very High Fire Threat
Zones” and adopted on an interim basisthe then-current “Fire Threat Map”
published by the California Department of Forestry and Fire Protection’s Fire
ResourcesAssessmentProgram.?8 In 2017,the Commission refined the fire safety
map by adopting a High Fire Threat District (HFTD), consisting of three areas:
Tier 1, Tier 2,and Tier 3.2°

Tier 1 areas“are in direct proximity to communities, roads, and utility
lines, and represent a direct threat to public safety.”3° Approximately 64% of
SDG&E’s service territory is within the Tier 2 and Tier 3 areaswhere there is an

increased potential for wildfires: 3t

25 Office of Energy Infrastructure Safety,2023-2025Wildfire Mitigation Plan Technical
Guidelines (December6, 2022)at 63-65,199.

26 Decision (D.) 20-05-051 Decision Adopting Phase2 Updated and Additional Guidelines for
De-Energization of Electric Facilities to Mitigate Wildfire Risk (issued June5, 2020)at 71-72.

27D.09-08-02%t 11.

22 SDG&E T2 Ex-01-Rat 2.
2D.17-12-024at 2.
80D.17-12-024at 2.

81 SDG&E T2 Ex-01-Rat 2.
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Tier 2, “elevated risk for destructive utility-associated wildfires;”
and

Tier 3, “extreme risk for destructive utility-associated wildfires.”

In D.17-12-024 the Commission prioritized corrective work timeframes in
the HFTD, increasedwire and vegetation clearancerequirements, established
inspection cyclesfor distribution facilities in the HFTD, and required electric
Investor-Owned Utilities (IOUs) with power lines in the HFTD to prepare Fire

Prevention Plans 32

1.2. Wildfire Risk Analysis

To understand and quantify risk prior to the 2019legislative requirements,
SDG&E developed the Wildfire Risk Reduction Model (WRRM) in 2013.The
WRRM provided the methodology to prioritize spansof high-risk wires for
replacement and informed SDG&E'’s early Covered Conductor and Strategic
Undergrounding work. In addition, the company performed awind study based
on weather information available at the time to increasegrid design standards
from withstanding 56 mph winds to winds of 65mph, 85mph, and 111 mph.
Combined with situational awareness,the WRRM prioritization, and the wind
study, SDG&E's initial grid hardening efforts reduced wildfire risk in the
HFTD.33

Initially, SDG&E reduced risk by hardening and replacing bare wire.

However, sincethis work did not sufficiently reduce the risk of ignition by

32 SDG&E T2 Ex-01-Rat 2-3;seeaalsoD.17-12-024 Appendix A at A-37.
33 SDG&E Opening Brief at 23.
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overhead wire in high-risk conditions, SDG&E’s primary early wildfire
mitigation efforts also relied heavily on de-energization of power lines.3*

As expanded use of PSPShroughout the state demonstrated, however,
PSPStself posesrisks to customers. Thoserisks include human error in the
selection of lines for de-energization and the re-energization process—which
could start an ignition —in addition to the customer and financial risks associated
with sustained loss of power. Becauseof thesethreats, SDG&E saysthat
extensive use of PSPSs not a sustainable approach consistentwith the mandates
of Pub. Util. Code 88386(c)(8)to examine PSPSmpacts and alternatives to
mitigate negative effects. As aresult of the need to reduce the scale,scope,and
frequency of PSPSSDG&E shifted to more permanent risk reduction efforts,
including covering conductors, Strategic Undergrounding of lines, and other
hardening of high-risk segments3®

To evaluate the reduction of risk from grid hardening work, SDG&E
developed its Wildfire Next Generation SystemModel (WINGS). WINGS enables
risk assessmentand further prioritization of distribution grid hardening based
on both an assessmentof SDG&E’s overall systemrisk at the portfolio level, and
the risk of the specific circuit segmentunder analysis.?®¢ SDG&E statesthat

WINGs is basedon the risk spend efficiency (RSE)methodology adopted in

34 SDG&E Opening Brief at 23.
35 SDG&E Opening Brief at 23-24.
36 SDG&E Opening Brief at 24.
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SDG&E’s Risk Assessmentand Mitigation Phase(RAMP) proceeding to analyze
wildfire risk and PSPSrisk.

In 2021,SDG&E developed a more granular Probability of Ignition (Pol)
model at the assetand ignition source level and gathered data on significant
ignitions, ignition sources,and weather. This model captures the ignition risk
associatedwith specific ignition drivers. 3’

In D.19-05-039the Commission also required SDG&E to measurethe
effectivenessof wildfire mitigations in reducing the risk of its electrical lines and
equipment causing catastrophic wildfires and include them in its 2020and future
WMPs.38

1.3. Wildfire Mitigation Plans
Following the 2007wildfires in SDG&E’s service territory and the 2019

Wildfire Legislation, SDG&E has beenenhancing its wildfire prevention and
mitigation measuresacrossa wide spectrum of disciplines and activities. The
scopeof theseactivities includes Strategic Undergrounding, overhead system
hardening (expanded use of Covered Conductors, bare conductor overhead
hardening, additional sectionalizing or circuit reconfigurations, and falling
conductor protection), enhancedvegetation management, fuels management,
and providing backup generation either in the form of individual customer

generators or microgrid solutions.3?

37 SDG&E T2 Ex-01-Rat 20.
38 D.19-05-0390rdering Paragraph 8.
39 SDG&E 2020WMP Section5.3.8.4.2.
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OEISand the Commission have approved and ratified SDG&E’s WMPs
covering the period from 2019-2022with conditions. OEIS’sconditioned
approval of SDG&E’'s WMPs and recommendations for continuing improvement
are located on OEIS’swebsite. As SDG&E’s WMPs have progressed, the
Commission hasreviewed and approved or ratified SDG&E’s WMPs4% and
issued decisions providing additional guidance.*! In addition, SDG&E'’s
compliance with its WMP is subjectto various OEIS actions to monitor
compliance with its WMPs,*? subjectto modification basedon costspresented in
General Rate Cases(GRCs)such asthis.*?

OEIS’'sand the Commission’s review and approval of Wildfire Mitigation
Plans does not evaluate the reasonablenessof WMP costs* or their cost-
effectiveness.Rather, eachutility must implement its approved WMP according
to the prudent manager standard. This standard requires actsor decisionsto
result in the lowest reasonablecost consistent with good utility practices.which
requires coststo be reasonablebasedon cost-effectiveness,reliability, safety, and
expedition. 4> Utilities subsequently seekcostrecovery for WMP implementation.

It is then the Commission’s responsibility to approve only costrecovery from

40D.19-05-039 Decision on SanDiego Gas& Electric Company’s 2019Wildfire Mitigation Plan
Pursuant to SenateBill 901.

41 https://www.cpuc.ca.gov/about-cpuc/divisions/safety-policy-division/wildfire-and-safety-
performance-implementation-of-wildfire-mitigation-plans

42 SDG&E Opening Brief at 15-16.

43D.24-12-074at 468.

44D.24-12-074at 468.

45D.22-06-032at 8; D.17-11-033at 10 quoting D.87-06-021.
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ratepayers of reasonably incurred costsand “disallow recovery of those coststhe
commission deemsunreasonable” (Pub. Util. Code Section8386.4(b)(1)).
SDG&E provided information to Commission staff and parties in response
to deficiencies noted in WMPSs. To provide a more complete record in this
proceeding, the Administrative Law Judges(ALJs)issued aruling ordering that
this information be submitted asevidence. Other parties were also provided an
opportunity to provide supplementary evidence* SDG&E submitted this
additional evidence, documenting how SDG&E responded to all deficiencies

noted in resolutions approving its WMPs for the years 2019-202247

1.4. Cost-Effectiveness and Denial of
Recommendation to Require Refiling of This
Application

TURN recommends that the Commission require SDG&E to refile this
application given what TURN assertsis an inadequate showing by SDG&E of the
cost-effectivenesssupporting its requested costrecoveries*® We address this
threshold issuein this background section. For the reasonsstated below, the
Commission denies TURN’s recommendation.

SDG&E statesthat it considered cost-effectivenessas one of many factors
in determining the reasonablenessof its wildfire mitigations, and that SDG&E’s
approach to its WMP initiatives hasbeenfounded on continual efforts to

maximize cost-effective mitigation strategies??In addition to SDG&E’s wildfire

46 Administrative Law JudgeRuling Requiring Additional Evidence dated February 18,2025.
47 SDG&E T2 Ex-09.

48 TURN Opening Brief at 20.

49 SDG&E Opening Brief at 22.
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risk models, SDG&E’'s WMPs since 2020have included the “quantitative risk
assessmentramework adopted in D.18-12-014in the Safety Model Assessment
Proceeding to evaluate and compare the cost-effectivenessof eachof the
mitigations that were under consideration in developing the WMP.” %0 |n the
decision approving SDG&E’s 2019WMP, > the Commission required SDG&E to
usethe quantitative risk assessmentramework adopted in D.18-12-014(in the
Safety Model AssessmentProceeding)to evaluate and compare the cost-
effectivenessof eachof the mitigations that were under consideration in
developing the Wildfire Mitigation Plan. In SDG&E’s 2022WMP Update, it
presented eachinitiative or category of work, the risk the work mitigates, and in
applicable casesthe estimated risk reduction, the initiative selected,the region
prioritized, progress on the initiative, and planned updates. SDG&E states
further that SDG&E’s 2022WMP Update contains a detailed assessmentf the
cost-effectivenessof Covered Conductor. This included a comparison of capital
costsper circuit mile, and a detailed discussion of SDG&E’s costsassociatedwith
Covered Conductor installation. SDG&E’s 2020,2021,and 2022WMP
submissions also included tableslisting the RSEfor eachWMP initiative for
which an RSEcould be calculated, further broken down by location, including
territory-wide, non-HFTD, Tier 2, and Tier 3.52 SDG&E statesthat the RSE

analysis required for the 2022WMPs was consistent with Resolution WSD-011,

50 SDG&E Opening Brief at 25.
51D.19-05-039.
52 Seaalso SDG&E T2 Ex-06at 8-11.
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which defined an RSEas“[a]n estimate of the cost-effectivenessof initiatives,
calculated by dividing the mitigation risk reduction benefit by the mitigation cost
estimate basedon the full setof risk reduction benefits estimated from the
incurred costs.™3

TURN arguesthat SDG&E’s direct testimony does not contain sufficient
analysis of the costsof the specific initiatives underlying the utility’s request
here, particularly regarding the amount spent and its cost-effectivenessduring
the period in question. In support, TURN statesthat for eachof SDG&E’'s WMP
initiatives, the utility’s costshowing was limited to reporting the recorded costs,
broken out between capital and operations and maintenance (O&M) costs,and a
differential for categorieswith GRC-authorized costs.In further support, TURN
statesthat SDG&E did not provide an explanation of the choicesthe utility made
to verify the reasonablenessof its wildfire mitigation expenditures, including
whether they were cost-effective >

PCFlargely agreeswith TURN, arguing that SDG&E’s Track 2 application
for costrecovery doesnot include information the Commission has previously
found to be deficient in WMPs and other risk-related filings. For example, PCF
points out that in Resolution WSD-005the Commission found SDG&E’s 2020
WMP did not adequately address: 1) how SDG&E factors its modeling into

decision-making, and whether and how it updates its models basedon lessons

53 SDG&E Opening Brief at 26.
54TURN Opening Brief at 9-10.
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learned;>> 2) SDG&E's identification and description of the details of its more
costly planned investments, or of its decision-making processwith respectto its
various planned initiatives; and 3) sufficient detail on Strategic Undergrounding
pilots. With regard to the latter, the Commission conditioned ratification of
SDG&E’s 2020WMP on 11 pagesof deficiencies and conditions in Appendix A of
Resolution WSD-005%¢ Lastly, in SDG&E’s 2021WMP Update, the Commission
concluded that SDG&E continued to fail to provide information necessaryto
assessSDG&E's decision-making processes,cost-effectiveness,and prioritization
of wildfire risk-reducing measuresthat the Commission had repeatedly
demanded.>’

The Commission recognizes SDG&E's efforts to mitigate the risk of
wildfires and to maximize the cost-effectivenessof those efforts. The
Commission agreeswith intervenors, however, who show that SDG&E continues
to lag in specifically evaluating wildfire mitigation strategiesfor cost-
effectiveness.

The Commission acknowledges that the evaluation of cost-effectiveness
has evolved. Earlier in the 2019-2022period, for example, SDG&E used the
metric of ignitions avoided. Later, the Commission required the use of risk-based

metrics, including RSEs o propose wildfire mitigations. However, aswith the

55 Resolution WSD-005at 11.

56 The conditions included reporting on the findings of Strategic Undergrounding pilot
initiatives, outlining what data it plans to collect and report for project scope,cost,and schedule
of these projects, and explaining how it intends to track and measure the effectivenessof these
projects in comparison to other WMP initiatives. Resolution WSD-005,SDG&E T2 Ex-4 at A-3.

5" PCF Opening Brief at 13-15.
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use of risk-based metrics in Track 1 of this proceeding, the reasonablenessof any
costmay beinfluenced by other factors.>® Consequently, the analysis cannot
necessarily stop if one factor is not provided, particularly if other factors are
more significant. For example, asdiscussedbelow, some initiatives, such as
patrol inspections, are mandated by regulation. Other initiatives are required
basedon functional or operational considerations, such asweather monitoring.

In considering the cost-effectivenessof an expenditure, the Commission
must consider the general definition of cost-effectivenessin producing optimum
results along with the nature of the cost, its context, and the availability of
alternatives. The Commission considers all of the above factors in determining
the reasonablenessof SDG&E’s requestsin this proceeding.

For thesereasons,the Commission denies TURN'’s requestto require
SDG&E to refile its application. >° Instead, the Commission proceedswith
evaluating this application asfiled by SDG&E in the context described above. In
future applications for costrecovery, the Commission requires that SDG&E
provide and apply the required Cost Benefit Ratios.f° This metric will facilitate a
more thorough and effective analysis of costsand benefits of wildfire mitigation

costsin future applications requesting costrecovery.

58 D.24-12-074at 53.
S9TURN Opening Brief at 20.
60D.22-12-027.
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1.5. SDG&E’'s Test Year 2019 General Rate Case,
WMPs and WMPMA, and SDG&E’s Track 2
Request

The decision for SDG&E’s last GRC for Test Year 2019(D.19-09-051)
authorized $751.062million for wildfire mitigation activities for 2019-2022.D.19-
09-051was written prior to the passageof the 2019Wildfire Legislation.%! Thus,
SDG&E’s 2019GRC decision did not account for and fund the expedited wildfire
risk reduction activities included in SDG&E’s 2019-2022WMPs that were the
result of the 2019Wildfire Legislation. The Test Year 2019GRC was submitted in
2017and litigated before the HFTD boundaries were established and without the
new requirements that would result from the then-pending legislation.®2 As a
result, the 2019GRC decision did not specify the authorized costsin categories
used by SDG&E for costrecovery here. SDG&E sought to provide reasonable
alignment by imputing authorized amounts, units of work, and work locations,
and explained its calculations in its responseto the ALJs’ August 6, 2024ruling. 3

Anticipating that wildfire mitigation activities may need to include
initiatives and costsnot forecastthrough the GRC process,the 2019Wildfire
Legislation required the Commission to authorize wildfire mitigation plan
memorandum accounts (WMPMAS) to track costsincurred to implement

WMPs.%4 The Commission authorized SDG&E's WMPMAs effective May 30,

61 SDG&E Opening Brief at 4, citing to D.19-09-051,SDG&E T2 Ex-01Rat 7-8.
62D.19-05-36at 5.

63 SDG&E T2 Ex-09at 2.

64 Pub. Util. Code § 8386.4(a) SeealsoD.19-05-03%t Conclusion of Law (COL) 16.
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201%5to record costsincurred to implement SDG&E’s Commission-approved
WMPs not otherwise recovered through revenues previously authorized in the
prior GRC %6

SDG&E beganrecording costsfor wildfire mitigation work on January 16,
2019by establishing a Fire Risk Mitigation Memorandum Account (FRMMA) via
Advice Letter (AL) 3333-E.After the approval of its WMP, SDG&E transferred
applicable costsrecorded in the FRMMA to the WMPMA consistent with its
approved advice letters.5”

SDG&E requestsrecovery of atotal of $284million in O&M % and $1,188
million in capital to its electric and gas WMPMAs, 89 resulting in atotal
undercollection of $1,147million. "° The capital expenditures are recovered on an
annual basisasdepreciated capital over the life of eachassetand included in the
total revenue requirement. SDG&E’s request for recovery of electric direct costs
Is summarized in the table below.

Table 1.5
SDG&E’s Track 2 Request for 2019-2022Direct Costs ($000Y*

65 SDG&E WMPMA Preliminary Statement, Revised CPUC SheetNo. 32534-E,Oct. 31,2019at 1.
66 SDG&E Opening Brief at 19-20.
67 SDG&E Advice Letter (AL) 3454-E/2817-GSDG&E AL 3453-Efiled October 31,2019.

68 GRC T2 Wildfire Mitigation Workpaper — Revised 020924 .xIs;SDG&E T2 Ex-02-Rat 7;
SDG&E T2 Ex-09.

69 SDG&E Opening Brief at 6.

"0OGRC T2 Wildfire Mitigation Workpaper — Revised 020924.xIs;SDG&E T2 Ex-02-Rat 7;
SDG&E T2 Ex-09.2.

1 SDG&E Opening Brief, Table 1 at 29-30.
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Category Actual Actual | Authorized | Authorized Differential Differential
Capital o&M Capital o&M Requested RequestedO&M
Capital

Risk A_\ssessmentand 1,824
Mapping 1,869 1,824 - 1,869
Situational Awareness 1854
and Forecasting 15,997 | 11,442 12,987 9,588 3,010 '
Grid Design and 52 061
SystemHardening 1,177,380 73,363 537,412 21,302 639,968 '
Asset Management 95013
and Inspections 139,338| 145,641 45,105 50,628 94,233 '
Vegetation
Managt_ament and | 47550 i 16,552 30,998
Inspections
Grid Operations and (797)
Protocols 33,452| 35,380 - 36,177 33,452

(692)
Data Governance 44,456 1,321 - 2,013 44,456
ResourceAllocation 7.964
Methodology - 13,198 - 5,234
Emergency Planning 34471
and Preparedness 7,686| 42,203 5,237 7,732 2,449 '
Stakeholder
Cooperatllon and 32,669
Community 15,809| 33,765 - 1,096 15,809
Engagement
Total 1,435,987| 405,687 600,741 150,322 835,247 255,366

In addition to the depreciated capital for assetsplaced in service from

May 30,2019to December31,2022,SDG&E also requestsrecovery of the

undercollected taxesand return on rate basefor the 2019-2022period. SDG&E

requeststhesecostsas part of the additional total revenue requirement for the

2024-2027period. "2 Thesecostsare reflected in the totals in Section 14 below.

Sections4 through 12 address SDG&E's requestsfor recovery of direct costs.

Section 13 addressesSDG&E’s requestsfor recovery of indirect costs.

2 SDG&E Opening Brief at 6.
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1.6. Summary of Intervenor Arguments and
Recommendations

Due to the number of intervenor arguments that apply acrossmany of
SDG&E’s requests, eachintervenor’'s primary arguments are summarized here.

1.6.1. TURN
The Utility Reform Network (TURN) arguesthat SDG&E fails to

demonstrate that the utility meaningfully or sufficiently considered cost-
effectivenessand other key indicia of reasonablenessn developing and
implementing the various initiatives. As aresult, TURN recommends that
SDG&E be required to re-file its Track 2 application with the accrual of interest
suspended on its refiled application. Secondly, TURN recommends that the
Commission provide guidance for any securitization application the utility
choosesto present.

More specifically, TURN arguesthat SDG&E’s direct testimony does not
contain sufficient analysis of the costsof the specific initiatives underlying the
utility’s request here, particularly with regard to establishing that the amount
spent was cost-effective during the period in question. For eachof the initiatives,
the utility’s costshowing was limited to reporting the recorded costs,broken out
between capital and O&M. For the initiatives that had a GRC-authorized cost
figure, SDG&E provided the authorized figures. And SDG&E calculated a
“differential” figure that was either equal to the recorded costfigure (for
initiatives that had not beenincluded in the 2019GRC) or a net costreflecting the

GRC-authorized amount subtracted from the recorded costfigure. SDG&E
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provided such information for the 2019-2022period for eachcategory of

initiatives, and broken out by annual amounts for eachindividual initiative. 3

1.6.2. Cal Advocates

The Public Advocates Office of the California Utilities Commission (Cal
Advocates) recommends reductions to direct costsof $398.822million in capital
expenditures and $124.988n O&M expensesbecauseCal Advocates claims they
are unsupported or unreasonable,and an imprudent use of ratepayer funds,
including $97.092million in capital expenditures and $2.557million in O&M
expensesfor Grid Design and SystemHardening. 74

For indirect costs,Cal Advocates primarily recommends reductions in the
following:

$27.684million in expenseoverhead and $268.589million in
capital overhead.

$1.810million of WMP costsbasedon an extrapolation from
Ernst & Young’s finding that certain costsare outside the scope
of the WMPMA. 7

Cal Advocates recommends that SDG&E’s request for $775.00million in
ongoing capital-related costsfrom 2023through 2027be reviewed in a separate

proceeding.’®

TURN Opening Brief at 1.

74 Cal Advocates Opening Brief at 1-2.

75 SeeSection 13.6for background on the Ernst & Young report.
6 Cal Advocates Opening Brief at 2-3.
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1.6.3. PCF
The Protect our Communities Foundation arguesthat SDG&E failed to

support the reasonablenessof its application because:1) SDG&E failed to
demonstrate it implemented its wildfire mitigation programs cost-effectively and
to demonstrate the cost-effectivenessof its application in many respects;2)
SDG&E’s testimony regarding some 2019and 2020WMP costfigures conflict
with SDG&E’s prior attestations to the Commission about the amounts SDG&E
spent on specific WMP programs in 2019and 2020;3) SDG&E chosenot to
include its 2019WMP with its application; 7 4) recovery of some costsshould be
denied basedon a 2021audit recommendation of the Commission and OEIS;8 5)
SDG&E should have adopted alocal solar-plus-storage (SPS)alternative; ’° 6)
SDG&E should be held accountable for the substantial and unreasonable delays
in filing its application for costrecovery for the 2019-2022period;2° 6) SDG&E’s
securitization proposal would unreasonably increaserates 8!

1.6.4. UCAN
Utility Consumers Action Network (UCAN) makesthree primary

recommendations.8? First, the Commission should extrapolate from the amount

that auditor Ernst & Young found from its sampling to be ineligible for recovery

T PCF Opening Brief at 2.

8 PCF Opening Brief at 3-4, 35.
79 PCF Opening Brief at 6.

80 PCF Opening Brief at 18.

81 PCF Opening Brief at 6-7.
82UCAN Opening Brief at 1-2.
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from ratepayersto all of SDG&E’s WMP spending under consideration in this
proceeding, which would result in an additional adjustment of $1,733,313
million. Second,the Commission should exerciseheightened scrutiny in the form
of audits over much of SDG&E’s recorded expenditures for wildfire safety.

Third, UCAN recommends adopting TURN’s securitization proposal.

1.6.5. SBUA

Small BusinessUtility Advocates (SBUA) recommends denial of $31
million for the Aviation Firefighting Program and SDG&E’s request for approval
of $775million for projected costsfor the 2023-2027period. 83

In relation to small businesses,SBUA requeststhat the Commission take
the following actions:?#*

Require SDG&E to survey arepresentative sample of small
commercial customersto obtain gross profit, income before taxes,
and net income information to calculate rate burden estimates;

Require SDG&E to convene a small businessworking group to
provide direct input on the design of an affordability framework
and related metrics for small commercial ratepayers within three
months of the adoption of the final decision.

In future applications, require SDG&E to:

Presentrate impact information (i) in the context of
average small commercial customer monthly bills (asis
done for residential customers), (ii) by climate zone, and
(i) for eachof the three prototypical small commercial

83 SBUA Opening Brief at 2.

84 The Commission finds theserequeststo be outside the scopeof this costrecovery proceeding
but potentially appropriate to the Rulemaking to Establish a Framework and Processedor
Assessingthe Affordability of Utility Service (proceeding R.18-07-006).
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customer businesstypes listed in the most recent Senate
Bill 695Report, and

Presentthe amount and percent of rate impact of all
other proposed and approved rate increasesover the
sameperiod to understand the context of severity of the
specific application.

1.7. Procedural Background
On May 16,2022,SDG&E filed its general rate caseapplication (GRC)

Application (A.) A.22-05-016for authority to increaseits authorized revenuesfor
gasand electric servicein 2024,among other things, and to reflect that increasein
rates. SDG&E’s Application alsoincluded arequestto recover 2019-2022costs
recorded in SDG&E’'s WMPMA.

The October 3, 2022Assigned Commissioner’s Scoping Memorandum
defined the issuesfor Track 2 and determined the schedule that was modified on
July 26,2024.

On October 27,2023,SDG&E submitted its Track 2 testimony supporting
its request that the Commission find just and reasonableits incremental costs
and expensesfor its wildfire mitigation initiatives from May 30,2019through
December31,2022,and authorize recovery of the undercollected costsand
ongoing revenue requirement in rates.

Also on October 27,2023,SDG&E filed a motion for interim rate relief
requesting approval of interim rate recovery of 50%of SDG&E’s electric
WMPMA recorded balanceasof December31,2022.D.24-02-010granted in part
SDG&E’s requested interim rate relief, authorizing SDG&E to recover (subjectto
refund) $289.9million of the potentially undercollected WMPMA balancein

ratesin 2024and 2025.
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On February 9, 2024,SDG&E served the revised direct testimony of
JonathanWoldemariam and Craig Gentes. This testimony revised the
categorization of wildfire coststo reflect their designations asof year-end 2022
without changing the actual revenues SDG&E requestsin Track 2.

On Junel7,2024,Cal Advocates, UCAN, SBUA, PCF,and TURN served
intervenor testimony in Track 2. On July 26,2024,SDG&E and TURN served
rebuttal testimony.

On August 6,2024,the ALJsissued aruling requiring the service of the
following additional evidence:l)information that maps how any work
categorieshave changed since the 2019GRC and describeswhether WMP work
categoriesinclude work categoriesused in the 2019GRC; 2) units of work and
unit costsfor work categoriesauthorized in D.19-09-051.3) the work authorized
in D.19-09-051and the status of completion for the entire SDG&E service
territory and for HFTD areas;and 4) consistentwith Track 2 SDG&E Exhibit T2
Ex-06 Appendix 1,the variance between the work authorized in D.19-09-051and
SDG&E’s request for work in A.22-05-016.

On August 12-13,2024,the Commission held evidentiary hearings for the
cross-examination of utility and intervenor witnessesand the admission of
exhibits.

On September26,2024,SDG&E, Cal Advocates, TURN, UCAN, PCF,and
SBUA filed opening briefs; and on October 10,2024,the same parties filed reply
briefs.

On February 18,2025,the ALJsissued aruling requiring the service of
additional evidence to document how SDG&E responded to all deficiencies
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noted in resolutions approving its WMPs for the years 2019-2022.SDG&E timely
submitted suchinformation asa Supplemental Exhibit.

On July 21,2025,the ALJsissued aruling admitting additional evidence
over PCF’saobjection, including documents of the Commission and OEIS
describing deficienciesin SDG&E’'s WMPs and SDG&E’s responsesto them.

As requested by PCFin accordancewith Commission Rules of Practice
and Procedure (Rules) Rule 13.13,oral arguments were held on December 15,
2025.

1.7.1. Submission Date
This matter was submitted on July 29,2025with the filing of the ALJ's last

ruling admitting exhibits.

2. Issues to Be Decided and Standards of Review
2.1. Issues Before the Commission

The issuesto be determined or otherwise considered are:

1. Whether the expenditures SDG&E recorded in its Wildfire
Mitigation Plan Memorandum Account from its inception
in May 2019through December31,2022are reasonableand
prudent for costrecovery;

2. Whether programs align with California’s climate
objectives, decarbonization goals, and whether the
expenditures result in just and reasonablerates; and

3. Whether SDG&E'’s Application aligns with the
Commission’s Environmental and Social JusticeAction
Plan.8®

85 SeeEnvironmental & Social JusticeAction Plan Version 2.0,adopted by the Commission on
April 7,2022,at https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/news-and-
outreach/documents/news-office/key-issues/esj/esj-action-plan-v2jw.pdf.
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2.2. Burden of Proof and Standard of Proof

Pub. Util. Code Section451requires that “all chargesdemanded or
received by any public utility ... shall be just and reasonable.”™® As the applicant,
SDG&E bearsthe burden of proving that its costrecovery requestis reasonable.
SDG&E hasthe burden of affirmatively establishing the reasonablenessof all
aspectsof its application. 8’ The Commission has held that the standard of proof
the applicant must meetin rate casesis that of a preponderance of the evidence 8
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.” 8°

The Commission usesthe established prudent manager standard to
evaluate whether SDG&E’s requested costsare just and reasonable.The

Commission has described this standard asfollows: 2°

86 SeaalsoPub. Util. Code Section8386.4(b)for applications for recovery of the cost of
implementing an electrical corporation’s wildfire mitigation plan.

87D.09-03-025at 8; D.06-05-016at 7.

88 D.19-05-020at 7; D.15-11-021at 8-9; D.14-08-032at 17.

89D.08-12-058at 19, citing Witkin, Calif. Evidence, 4th Edition, Vol. 1 at 184.

% More succinctly, the prudent manager considers:
1) the practices, methods, and actsa utility is engagedin at a particular time;
2) the facts known or which should have beenknown at the time;

3) good utility practices,including cost-effectiveness(the lowest reasonablecost),
reliability, safety, and expedition; and

4) aspectrum of possible practices, methods, or actsconsistentwith the utility system
needsand the interest of the ratepayersin an imperfect, not necessarily optimum way. %

D.22-06-032at 8, quoting D.02-08-064at 6, quoting D.87-06-021.
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The term “reasonable and prudent” meansthat at a particular time
any of the practices, methods, and actsengagedin by a utility

follows the exerciseof reasonablejudgment in light of facts known
or which should have beenknown at the time the decision was
made. The act or decision is expected by the utility to accomplish the
desired result at the lowest reasonablecost consistent with good
utility practices. Good utility practices are basedupon cost-
effectiveness,reliability, safety, and expedition. 92

The prudent manager standard is not a standard of perfection.®2 The
Commission hasexplained that a reasonableand prudent actis not limited to the
optimum practice, method, or actto the exclusion of all others, but rather
encompassesa spectrum of possible practices, methods, or acts consistent with
the utility system needs,the interest of the ratepayers and the requirements of
governmental agenciesof competent jurisdiction. 93

Although the utility bearsthe ultimate burden to prove the reasonableness
of the relief it seeksand the costsit seeksto recover, the Commission has held
that when other parties propose a different result, they too have a “burden of
going forward.” That is, the other parties must produce evidence to support their

position and raise areasonabledoubt asto the utility’s request.*

91 D.22-06-032at 8; D.17-11-033at 10 quoting D.87-06-021.

92D.14-06-007at 36.

9 SempraOpening Brief at 9-10;D.22-06-032at 7-8; D.02-08-064at 6 quoting D.87-06-021.
94 D.20-07-038at 3-4;D.87-12-067at 25-26;1987Cal. PUC LEXIS 424,*37.
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2.3. Evidentiary Standards and Factors Considered in
Assessing What is Just and Reasonable

Evidentiary standards require consideration of a variety of factors in
determining whether anincurred costis just and reasonable?® Besidessafety and
reliability, the Commission must also generally consider affordability, cost-
effectiveness,ratepayer benefits, and assumptions and rationales required by the
Rate CasePlan.?® The Commission has also recognized numerous other more
specific factors to be considered in determining whether a utility’s wildfire
related costsare just and reasonable,such asa utility’'s use of competitive
bidding, use of mutual assistancecrews, the involvement of senior management
in oversight and quick reestablishment of service, and wise selection of
vendors.®’

2.4. Incrementality Standard

A critical standard for reviewing WMPMA costrecovery is whether the
costis incremental. That is, SDG&E is required to demonstrate that its Track 2
costsare incremental to costsalready approved in other Commission
proceedings, including the $751million authorized and included in rates

pursuant to its 2019GRC .2 Costsare incremental if incurred “in addition to

9 Peopler. Boulter, 199 Cal.App.4th 761,768(2011).
9% D.07-07-004 Appendix A at 30.

97D.24-05-037at 15-16;D.21-08-024at 16; D.05-08-037at Finding of Fact(FOF) 3; D.05-08-037at
FOF 4; D.05-08-037at FOF 6; D.05-08-037at FOF 8; D.05-08-037at FOF 11; D.05-08-037at 18-19;
D.24-05-037at 21.

98 Application (A.) 17-10-007 Application of SanDiego Gas& Electric Company for Authority,
Among Other Things, to Update its Electric and Gas Revenue Requirement and BaseRates
Effective on January 1, 2019(October 6, 2017)resulting in D.19-09-051.
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amounts previously authorized to be recovered in rates,”?® with that previous
authorization usually in a GRC.%|ncremental costsmay be categorized aslabor,
equipment, material, contract, and other support costsassociatedwith work that
Is not included in the utility’s GRC authorized revenue requirements or other
recovery mechanismsfor which double collection is strictly prohibited. 10t Finally,
incrementality is determined on an activity-by-activity basis,not utility-wide
expenses,consistent with established prospective ratemaking principles and
Commission-approved guidelines for determining incrementality. 192

All the costsreviewed for reasonablenessbelow were evaluated for their

incrementality.

3. Risk Assessment and Mapping
SDG&E’s Risk Assessmentand Mapping Program (RA&M) aims to

guantify wildfire risks and the impacts of PSPSevents. The goal is to identify
optimal risk reduction solutions that target both wildfire and PSPSacrossthe
system. This work includes the development and use of the following three
models: the Wildfire Risk Reduction Model (WRRM), the Wildfire Next
Generation System(WINGS) planning and operational model, and the

Probability of Ignition (Pol) model.

99D.21-08-024at 12, citing Resolution (Res.)E-3238at 2-3.

100,23-02-017did not make findings on incrementality asit just approved the settlement and
therefore is not precedential.

101 Res.ESRB-4at Ordering Paragraph 4.
1025.22-06-032at 9.

-43-



A.22-05-015 et al. ALJ/JOR/hma

SDG&E representsthat the Commission did not authorize funding for
RA&M during the 2019-2022period becauseit was unforeseenduring SDG&E’s
last GRC. SDG&E now requestsdirect costrecovery of $1.869million in capital
expenditures and $1.824million in O&M expensesbasedon SDG&E’s actual
recorded costsfor RA&M in the WMPMA. 1°3The Commission finds direct cost
recovery in theseamounts to be reasonableand approves them basedon
SDG&E’s imputed authorizations, methodology, and identified costsdrivers as

an initial authorization subjectto direct costreductions in Section13.

4. Grid Design and System Hardening
SDG&E'’s Grid Design & SystemHardening (GD&SH) budget category is

aimed at both reducing the risk of wildfires causedby utility equipment and
minimizing customer impacts from PSPSA range of programs addressesthese
two items.

Utility equipment issuesare addressedby Strategic Undergrounding and
Covered Conductor programs. Theseprograms prevent risk events from
occurring acrossseveraldrivers, such asfallen energized wires and contact with
foreign objects. Strategic Undergrounding reducesthe need for mitigations such
as PSPSwhile alsoreducing the risk of utility-caused wildfires. 104 Other
protection and equipment programs include Advanced Protection, the Expulsion
Fuse ReplacementProgram, and the Lightning Arrestor Program. While these

later programs do not prevent risk events from occurring, they do reduce the

13 SDG&E T2 Ex-01-Rat 18.
104 SDG&E T2 Ex-01-Rat 34.
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chancethat arisk event will result in anignition. They do so by utilizing
protection settings and/or equipment that address a specific failure mode known
to lead to the ignition.

PSPSnitigates the risk of debris contacting energized electric
infrastructure. 1%Programs that reduce PSPSmpacts to customersinclude the
PSPSSectionalizing Program, installation of microgrids, and generator

programs.

4.1. SDG&E'’s Track 2 Request
SDG&E’s GD&SH cost category includes 17 subcategoriesof work and

their associatedcosts. The amount SDG&E requestsfor this work in costrecovery
for the 2019-2022period is $639.968million in capital expenditures and $52.060
million in O&M (direct costsonly).1% The Commission initially authorizes
$614.376amillion (direct costsonly) in capital and $51.813million (direct costs
only) in O&M subjectto direct costreductions in Section13.

The amounts authorized for capital expenditures and O&M expensesin
the last GRC and spent by SDG&E during the 2019-2022period by each
subcategory are shown in the table below.

Table 4.1
Grid Design & System Hardening
Authorizations and SDG&E’s Requested 2019-2022Costs ($000)07

105SDG&E 2020WMP Section5.3.8.4.2.
106 SDG&E Opening Brief, Table 1 at p. 29.
107SDG&E T2 Ex-01-Rat 33.
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Initiative

Authorized
(Auth.)
Capital

Actual
Capital

Differential
(Diff.)
Capital

Auth.
O&M

Actual
0O&M

Diff.
O&M

SCADA
Capacitors

$8,914

$6,967

($1,946)

Covered
Conductor

$136,496

$136,496

$3,762

$3,762

Expulsion Fuse
Replacement

$17,922

$17,922

PSPS
Sectionalizing
Enhancements

$11,135

$11,135

Microgrids

$20,170

$20,170

$3,292

$3,292

Advanced
Protection

$56,197

$48,931

($7,267)

$153

$153

Hotline Clamps

$9,937

$9,937

Generator Grant
Programs

$17,117

$17,117

Generator
Assistance
Programs

$2,250

$2,250

Standby Power
Programs

$22,744

$22,744

Strategic
Undergrounding

$241,233

$241,233

$176

$176

Distribution
Overhead
System
Hardening

$283,660

$380,799

$97,139

$21,302

$10,716

($10,586)

Distribution
Underbuild

$3,530

$17,851

$14,321

Cleveland
N ational Forest
Fire Hardening

$83,281

$147,721

$64,440

$2,456

$2,456
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o putorzed | pctial | Dental | puy | Actal | it
» ital . M M M

Capital Capita Capital O& & &

Distribution

comm. $97,780 | $140,411 | $42,622 | - $715 | $715

Reliability

Improvements

Lightning

Arrestor $5,556 $5,556 - $28 $28

Replacements

Avian $4,041 $2,189 | ($1,852) |- $17 | $17

Mitigation

Total $537,412 $1,177,380 $639,969 | $21,302| $73,363| $52,060

Other than the cost cateqoriesauthorized in SDG&E'sTY 2019GRC, the

Commission finds that the remaining requested costsincurred to implement

SDG&E’'s WMP were not previously recovered in the last GRC, have not

otherwise beenauthorized for costrecovery, and are incremental and just and

reasonableper this proceeding’s record.

Together, the Distribution Overhead SystemHardening (DOSH), Covered
Conductor, and Strategic Undergrounding work accountfor 68%of SDG&E’s
combined GD&SH costrecovery requestfor the 2019-2022period. As aresult,
costrecovery for thesethree requestsis addressedfirst.

As background, the number of miles forecasted,installed, and costfor
capital and some O&M for DOSH, Covered Conductor, and Strategic
Undergrounding for 2019to 2022in SDG&E WMPs approved by OEISand the
Commission are shown below, where available.

In 2019:
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DOSH: 83 miles hardened.1%8
Covered Conductor: zero miles installed.

Strategic Undergrounding: an unknown number of miles
forecastedfor up to $1.8million; 10°2.6 miles!!®installed for
$0.198million 1 (at 82% of the forecasted unit cost).

In 2020:
DOSH: 99.5miles hardened.1??

Covered Conductor: 1.2miles forecastedfor $1.285million,
for aunit costof $1.071million per mile.131.9miles
installed for $2.134million, for aunit costof $1.123million
per mile 14 (58% more miles undergrounded for 66% more
money at a unit cost of 105%)

Strategic Undergrounding: 8to 25 miles forecasted'>15.5
miles installed for $39.293million, for a unit costof $2.535
million per mile.116

108 SDG&E 2020WMP, Appendix A at 8.
109SDG&E 2019WMP Appendix A at A-20; D.19-05-03%pproving 2019WMP.
H0SDG&E 2020WMP (Feb.7,2020),Appendix A, Table 23,Row 77.

11 Thereis a discrepancy between A.22-05-016Ex. SDG&E-T2-01-Rp. JW-48and SDG&E 2020
WMP (Feb.7,2020)Appendix A Table 23Row 77.While both documents show 2.6 (or 3) miles
installed, the former shows a cost of $0.198million while the latter shows a costof $4.727

million. This discrepancy is why there is no unit costshown for 2019 Strategic Undergrounding.

112SDG&E 2021WMP, Attachment B, Table 12.
H3SDG&E 2020WMP (Feb.7,20200r Mar. 3,2020).
114SDG&E T2 Ex-01-Rat 36.

115 SDG&E forecasted different numbers in different WMPs: SDG&E forecasted 25 miles in its
2020WMP filed February 7,2020at 85and in Appendix A, Table 23, Row 78; SDG&E’s 2020
WMP filed March 2,2020at 86 forecasted 25 miles; whereas, Appendix A, Table 23,Row 78
forecasted 8 to 12 miles for $24.800million to $37.200million, at a unit costof $3.100million per
mile.

16 SDG&E T2 Ex-01-Rat 48.
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In 2021:
DOSH: 123 miles hardened.1?’

Covered Conductor: 20 miles forecasted for $56.500
million, at a unit costof $2.825million per mile; 20 miles
installed for $40.155million, at a unit costof $2.008million
per mile (100%of forecastinstalled at 71%of its forecasted
cost,and at 71%of the forecasted unit cost).

Strategic Undergrounding: 25 miles forecastedfor $123.383
million, at aunit costof $4.935million per mile;826 miles
undergrounded for $70.534million, at aunit costof $2.713
million per mile11?(104%undergrounded for 57%of the
forecasted cost, and at 55% of the forecasted unit cost).

In 2022:

DOSH: 60 miles hardened.120

Covered Conductor: 60 miles forecastedfor $125.237
million, at a unit costof $2.087million per mile;*?161.2
miles of Covered Conductor installed for $96.482million,
at aunit costof $1.577million per mile 1?2 (102%of
forecasted miles installed for 23%lessmoney at 76%of the
forecastedunit cost).

Strategic Undergrounding: 65 miles forecastedfor $189.894
million, at aunit costof $2.921million per mile;'2365 miles
undergrounded for $131.384million, at aunit costof $2.021

17SDG&E 2022WMP, Attachment B, Table 12.

18 SDG&E 2021WMP, Attachment B, Table 12 Row 41, dated either Feb.5,2021or Mar. 4, 2021.
119SDG&E 2021WMP, Attachment B, Table 12 Row 41, dated either Feb.5,2021or Mar. 4, 2021.
120SDG&E 2022WMP, Attachment B, Table 12.

121SDG&E 2022WMP, Attachment B, Table 12, Row 27.

122SDG&E T2 Ex-01-Rat 36.

123SDG&E 2022WMP, Attachment B, Table 12, Row 43.
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million per mile 1?4 (100%of forecasted miles
undergrounded at 69%of its forecasted cost, and at 69% of
the forecasted unit cost).

4.2. Distribution Overhead System Hardening Capital
SDG&E seeksrecovery of $97.139million (in capital) for DOSH recorded

in WMPMA asincremental to already approved funds.!?® For the reasonsstated
below we find SDG&E’s requestto be just, reasonable,and incremental and
initially authorize SDG&E’s request of $97.139million in capital, subjectto direct
costreductions in Section13.

SDG&E’s DOSH program combines SDG&E'’s overhead hardening
programs basedon specific wire, or at-risk poles, with execution of projects
basedon a circuit-by-circuit approach that weighed risk inputs alongside the
need to reduce PSPSmpacts. SDG&E estimatesthat this program reduced
ignitions in HFTDs by 0.69ignitions over the 2019-2022period. 126

The traditional overhead hardening of distribution lines focuseson
replacing older bare conductor with a new, stronger bare conductor consisting of
Aluminum Core SteelReinforced or Aluminum Wire Aluminum Core. Other
activities are performed simultaneously and may include: replacing wood poles
with steel;replacing wood crossarmswith fiberglass; replacing insulators with
new polymer insulators; replacing guys and anchors;replacing aged or open

wire secondary;replacing aged switches, transformers, regulators, and fuses;

124SDG&E T2 Ex-01-Rat 48.
125SDG&E T2 Ex-01-Rat 33.
126 SDG&E T2 Ex-01-Rat 54.
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replacing a small section of underground related to riser poles; and, in some
casespermanent removal of poles, wires, equipment, guys, and anchors.
Additionally, SDG&E hasimplemented breakaway technology when overhead
service wire is required for a customer. This allows the service wire to disconnect
from power when struck by debris and the span of overhead wire to break free
and deenergize. This technology is a useful alternative when customers raise
concernsabout Strategic Undergrounding or SDG&E encounters difficulties
physically pursuing Strategic Undergrounding for someroutes.?’

In SDG&E’s 2019Test Year GRC, the Commission authorized $283.660
million for capital expenditures and $21.302million for O&M for DOSH. Based
on SDG&E's actual costsfor 346.1miles of DOSH, SDG&E requestsrecovery of
$97.139million in capital expenditures. No recovery is requested for O&M
expensesdue to underspending in this category, which will offset costrecovery
for other O&M expenses!?®

PCF argues against authorizing costrecovery for SDG&E’s DOSH
program, including replacing wood poles with steelpoles, becausePCFargues
that the program provided an insufficient benefit. More specifically, PCFargues
that an estimated amount of $567million per ignition reduced or avoided in
2019-2022is not cost-effective and that SDG&E provided insufficient support for

replacing wood poles with steel!?°In addition, PCFarguesthat it would have

127SDG&E T2 Ex-01-Rat 49-50.
128 SDG&E T2 Ex-01-Rat 54.
129 PCF Opening Brief at 56.
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beenmore cost-effective to equip customerswith Behind-the-Meter Solar Plus
Storagesystemsto enable shutdown of the existing grid asneeded without
impacting customer electricity supply reliability. 130

Cal Advocates recommends that the Commission remove costsincurred
for work outside of Tier 2 and Tier 3HFTDs from the WMPMA becausesuch
work is not consistentwith legislation requiring utilities to construct and
maintain electrical lines and equipment that minimize risk.3! As aresult, Cal
Advocates arguesthat such work is not areasonableand prudent use of funds
that is accountable to ratepayers. Cal Advocates recommends a reduction in cost
recovery for this work of $4.300million in capital expenditures and $0.122
million in O&M.

The Commission is not persuaded by Cal Advocates’ arguments. In
responseto a data request, SDG&E stated that it recorded costsfor mitigation
work outside the HFTD becausethe work was generally performed near the
HFTD boundary or in aWildland Urban Interface areawhere installations will
reduce the risk of ignition or reduce the chanceof an ignition growing into a
wildfire. 132

For this cost category, the specific amount disputed by Cal Advocates is

$4.300million, which represents1 percent of this work performed outside of the

130 PCF Opening Brief at 61; Sempra Opening Brief at 30 citing to D.19-05-03%t 7.
131 Pyb. Util. Code Section8386(a).

132 Cal Advocates Ex-03at 6-7, SDG&E’s responseto data request PubAdv-SDG&E-318-MWS5,
Q.13a.
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HFTD. The Commission doesnot find this percentage of work to be significant.
In addition, the areaswithin which risk should be minimized are not absolute
nor clearly defined by legislation, risk analysis, and maps delineating HFTDs.
Furthermore, the Commission finds it reasonablethat SDG&E would perform
somework nearaHFTD boundary or in aWildland Urban Interface areawhere
installations outside a HFTD will reduce the risk of ignition or reduce the chance
of an ignition causing a wildfire.

Sincethe Commission authorized this work in the last GRC, the
Commission finds PCF’sarguments in relation to this cost category fail to
addressthe amount by which SDG&E’s requested recovery of capital
expenditures exceedsthe amount authorized. The Commission has conditionally
approved the replacement of wood poles with steel poles.t33

Considering all of the above, the Commission approves costrecovery for
DOSH of $97.139million, (in Capital) minus direct costreductions described in
Section 13, basedon the prudent manager standard. This standard gives the
Commission discretion to find costrecovery reasonablewhere “it encompassesa
spectrum of possible practices, methods, or actsconsistentwith the utility system
needs,the interest of the ratepayers.”'3* That is the casehere with this
longstanding method of hardening electric distribution lines. The Commission
finds that SDG&E is reasonably replacing DOSH with covered conductor and

strategic undergrounding where appropriate. However, SDG&E shall continue

133 SDG&E Opening Brief at 48.
134D.22-06-032at 8, quoting D.02-08-064at 6, quoting D.87-06-021.
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to monitor, evaluate, and report the cost-effectivenessof replacing wood poles
with steelpoles asthe Commission hasrequired. In future applications for cost
recovery and GRCs,SDG&E shall provide the information required by D.19-05-

039%°in its initial costrecovery or GRC application asa condition of approval.

4.3. Covered Conductor

SDG&E requests Covered Conductor direct costrecovery of $136.496
million in capital expenditures and $3.762million in O&M expensesfor the 2019-
2022period. 136 The Commission approves initial costrecovery, for the reasons
stated below, of $110.903million for capital expenditures and $3.762million in

O&M expenses,subjectto direct costreductions in Section13.0n the record

submitted, subjectto the reductions discussedherein, the Commission finds

theseamounts to be incremental and just and reasonable.

The Covered Conductor Program is a program that replacesbare
conductors with Covered Conductors in a HFTD. This program was originally
designed to protect personnel and improve reliability. In 2018,SDG&E shifted
towards using Covered Conductor asan alternative to SDG&E’s traditional
overhead hardening program with the primary focus of reducing outagesand
ignitions from light momentary contacts(e.g.,mylar balloons, birds, and palm
fronds). When SDG&E installs the Covered Conductor system, SDG&E also
replacesother equipment that is required to accommodate the Covered

Conductor, such asinsulators, crossarms, or poles (where applicable), replacing

135D.19-05-039%at 27, Conclusions of Law 5 and 6; PCF Opening Comments at 13-14.
136 SDG&E T2 Ex-01-Rat 33.
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other equipment that is determined to reduce risk, improve resiliency, and
adding other protection measuressuch asanimal guards or covered jumper wire
to other equipment on the pole.'3’

SDG&E has estimated that in the near term, Covered Conductor can
reduce the faults that causeignitions by approximately 65%/}3®and hasthe
potential to raise the threshold for PSPSeventsto higher wind speedscompared
to bare conductor hardening; however, asof the end of 2022no circuits have
beenfully hardened with Covered Conductor and therefore the threshold for
PSPSevents has not beenraised on any circuits with Covered Conductor
installed. Furthermore, SDG&E statesthat, when later implemented, the wind
speedthreshold for fully covered circuit segmentswill be approximately 55-60
miles per hour.13°

PCFargues against authorizing costrecovery for SDG&E'’s Covered
Conductor Program becauseit contends Covered Conductor provided an
insufficient benefit. More specifically, PCF arguesthat an estimated amount of
$233.763million per ignition reduced or avoided in 2019-2022is not cost-
effective and that “among all WMP mitigation measureswith substantial
program budgets, the Covered Conductor mitigation measure hasthe highest
costper ignition reduced or avoided.” For example, cost per ignitions avoided

for Patrol Inspections of Distribution Equipment is, according to PCF,$125,000

137SDG&E T2 Ex-01-Rat 36.
138 SDG&E T2 Ex-01-Rat 36.
139 SDG&E T2 Ex-01-Rat 37.
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per ignition avoided.'*°In addition, PCFarguesthat it would have beenmore
cost-effective to equip customerswith Behind-the-Meter Solar Plus Storage
systemsto enable shutdown of the existing grid asneeded without impacting
customer electricity supply reliability. 141

The Commission is not persuaded by PCF.The Commission finds PCF’s
argument to rejectthe entire Covered Conductor program unreasonable,just as
we did with respectto PCF’'sargument above regarding DOSH.

Cal Advocates recommends that the Commission remove costsincurred
for work outside of Tier 2 and Tier 3HFTDs from the WMPMA becausesuch
work is not consistent with legislation requiring utilities to construct and
maintain electrical lines and equipment that minimize risk.'42Cal Advocates
arguesthat such unauthorized work is not areasonableand prudent use of funds
that is accountableto ratepayers. As aresult, Cal Advocates recommends
reducing costrecovery for this work by $0.410million for capital expenditures
and $0.0114million in O&M costs.

The Commission disagreeswith Cal Advocates. SDG&E correctly argues
that Covered Conductor is a generally acceptedhardening strategy for reducing
wildfire risk from foreign object-line contacts,and a cost-effective alternative to
Strategic Undergrounding. 43 For example, alow estimated ignitions avoided

number for Covered Conductor fails to capture the clear benefit of fundamental

140PCFT2Ex-01at 7, 9; PCF Opening Brief at 56.
141 PCF Opening Brief at 61.

142Ppub. Util. Code Section8386(a).

43 SDG&E Reply Brief at 33-34.
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aspectsof this work, such asreplacing bare conductors with Covered Conductors
in aHFTD. This demonstrates the difficulty in relying primarily on one statistical
tool to authorize wildfire mitigation measures.Moreover, asthe Commission
concludes above, it is reasonablethat SDG&E would perform somework outside
of the HFTDs near the HFTD boundary or in an areaoutside the HFTD boundary
in aWildland Urban Interface areawhere installations will reduce this risk of
ignition or reduce the chanceof an ignition growing into a wildfire.

UCAN highlights SDG&E's high unit costfor Covered Conductor
compared to SCEand PG&E and recommends an audit of SDG&E’s Covered
Conductor initiative. UCAN statesthat SDG&E’s Covered Conductor costsper
mile are $1.6million *44compared to $1.3million for PG&E“*>and $0.7million for
SCE146

UCAN'’s comparison of Covered Conductor costswith the costof the same
work performed by PG&E and SCEis informative. The Commission finds
SDG&E’s lack of explanation for its costfor Covered Conductor work to be
troubling. SDG&E provides RSEsfor installing Covered Conductor compared to
Strategic Undergrounding, 47 but it does not support its request for recovery for
installing Covered Conductor at its high unit cost. SDG&E provides RSEsfor
Covered Conductor compared to Strategic Undergrounding, but the Commission

finds SDG&E'’s Covered Conductor costto be unreasonable basedon it being

144 SDG&E T2 Ex-01at 36.
145D.23-11-06%t 273.
148UCAN T2Ex-0Olat 12.
147SDG&E T2 Ex-06at 8-10.
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significantly higher than that of PG&E and SCE!*8 As such, the Commission
finds it reasonableto reduce SDG&E’s costrecovery by the approximate
percentagedifference between SDG&E’s Covered Conductor cost per mile and
the samecostfor PG&E, approximately 19 percent. The Commission finds it
reasonableto apply this reduction to SDG&E’s capital expenditure only, based
on the prudent manager standard. This standard gives the Commission
discretion to find costrecovery reasonablewhere “it encompassesa spectrum of
possible practices, methods, or actsconsistent with the utility system needs,
[and] the interest of the ratepayers.”!4° That is the casehere where the
Commission finds SDG&E’s scopeof Covered Conductor work versus DOSH
and undergrounding to be appropriate. SDG&E’s amount of recovery for
Covered Conductor work is reasonably disputed. 1> However, the prudent
manager standard is not one of perfection that is limited to the optimum practice
to the exclusion of all others. For the amount requested for this work, the
Commission finds the cost per mile for Covered Conductor work for the 2019-
2022period to be an exerciseof reasonablejudgment for that time period.
Accordingly, the Commission approves initial costrecovery for SDG&E’s
Covered Conductor direct costsfor the 2019-2022period of $110.903million for
capital expenditures and $3.762million in O&M expenses,subjectto direct cost

reductions in Section13.

148 UCAN Opening Brief at 6-7.
149p.U. Code 8451.1.
150 PCF Opening Comments at 11.
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4.4. Strategic Undergrounding

SDG&E’s Strategic Undergrounding Program removes overhead electrical
distribution systemsand placesthem in trenchesor other underground
distribution systems.SDG&E statesthat Strategic Undergrounding reducesthe
need for PSPSevents and reducesthe risk of ignition related to electrical
infrastructure by 98%or greater for the following reasons:1) by moving the
infrastructure underground, most faults that can causean ignition (not including
vehicle contact with pad-mounted equipment) are mitigated in their entirety;

2) risk related to failures from aging equipment is near zero when the
infrastructure is underground; and 3) PSPSevents are reduced on circuits that
are fully undergrounded asthe wind speedand other weather conditions do not
impact the infrastructure. > SDG&E has deployed Strategic Undergrounding in
HFTDs aswell asin areaswhere substantial PSPS-eventeductions can be
gained through strategic installation of the underground electric system. SDG&E
did this basedon its WRRM and its WiNGS-Planning tool (used since 2022)to
develop its risk reduction goals and the resulting grid hardening mitigations
required. Suchgoalsinclude reducing PSPSmpacts for critical facilities,
including schools,and those with frequent PSPSevents. For instance, SDG&E
completed Strategic Undergrounding of a section of overhead infrastructure in

the Hellhole Canyon area,which hasseenwind gusts over 90 miles per hour.

151 SDG&E T2 Ex-01-Rat 48.
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This areaexperienced sevenPSPSeventsin 2019and 2020but was not de-
energized during SDG&E’s 2021PSPSevent.15?

The WINGS-Planning tool assistsin the allocation of grid hardening
initiatives acrossHFTDs basedon the Multi-Attribute Variable Factor (MAVF)
framework in Risk Assessmentand Mitigation Phase(RAMP) and evaluates both
wildfire and PSPSmpacts at the sub-circuit/segment level. This includes data on
historic PSPSevents, wind conditions, and others that are reviewed to determine
where Strategic Undergrounding will have the largest impact. Investment
decisions are also informed by RSEs,improving wildfire safety, and limiting the
impact of PSPSon customers 153

To calculate the wildfire risk reduction for Strategic Undergrounding, data
were analyzed on historical ignitions associatedwith underground equipment,
pre-mitigation overhead systemrisk event rate and ignitions rates, and
underground mileage completed within the 2019-2022time period. Specifically,
the effectivenessof Strategic Undergrounding was measured by taking total
CPUC-reportable ignitions associatedwith Strategic Undergrounding and
dividing by total ignitions. Basedon this analysis, Strategic Undergrounding is
estimated to have prevented 0.67ignitions and mitigated PSPSmpacts to

approximately 7,192customersthrough 2022154

152 SDG&E T2 Ex-01-Rat 48-49.
153 SDG&E T2 Ex-01-Rat 50.
154 SDG&E T2 Ex-01-Rat 53.
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SDG&E’s Strategic Undergrounding costrecovery requestis for $241.233
million in direct costcapital expenditures and $0.176million in O&M direct costs
for the 2019-2022period for 109.5miles of Strategic Undergrounding. No party

contends that SDG&E received funding for this Strategic Undergrounding work

during this period, nor that SDG&E accomplished the work by redirecting other

wildfire mitigation revenuesto complete this work. On this record, the

Commission finds SDG&E's requested Strategic Undergrounding coststo be

incremental and just and reasonable.

4.4.1. Intervenor Positions and Recommendations
44.1.1. Cal Advocates

Cal Advocates recommends that the Commission remove costsincurred
for work outside of Tier 2 and Tier 3HFTDs from the WMPMA becausesuch
work is inefficient > and not consistent with legislation requiring utilities to
construct and maintain electrical lines and equipment that minimize risk.1>¢As a
result, Cal Advocates arguesthat such unauthorized work is not areasonable
and prudent use of funds that is accountableto ratepayers. For this reason, Cal
Advocates recommends a reduction in this costof $2.100million in capital
expenditures and $1 million in O&M. 157

4.4.1.2. Protect our Communities Foundation

PCFargues against authorizing costrecovery for SDG&E’s Strategic

Undergrounding because,according to PCF,SDG&E itself saysthat Strategic

155 Cal Advocates Opening Brief at 19-20.
156 pyb. Util. Code section 8386(a).
157 Cal Advocates Opening Brief at 19-20.
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Undergrounding provides an insufficient benefit. More specifically, PCF
contends that an estimated amount of $90million per ignition reduced or
avoided in 2019-2022is not cost-effective compared to other wildfire mitigations,
such as Patrol Inspections of Distribution Equipment, which PCF sayscosts
$125,00Qper ignition avoided.158

PCFassertsthat it would have beenmore cost-effective to equip customers
with Behind-the-Meter Solar Plus Storage systemsto enable shutdown of the
existing grid asneeded without impacting customer electricity supply
reliability. 15°

Lastly, PCF points out that the CPUC/OEIS 2021Audit examined and
called into question costsspent by SDG&E on Strategic Undergrounding. PCF
arguesthat the Commission should determine whether SDG&E complied with
the recommendations in the CPUC/OEIS 2021 Audit before authorizing any cost

recovery for SDG&E's spending here 160

4.4.1.3. TURN
SDG&E requeststhat the Commission find its 2019-2022coststo be

reasonablepartly basedon its WMPs for 2020,2021,and 2022.TURN argues,
however, that SDG&E’'s WMPs provide no specific information that supports
SDG&E’s choicesleading to the recorded wildfire mitigation costsfor which it

seeksrecovery.61

158PCFT2 Ex-01at 7,9; PCFOpening Brief at 56.
159 PCF Opening Brief at 61.

160 PCF Opening Brief at 33.

161 TURN Opening Brief at 10.
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4.4.2. Discussion

As described above, SDG&E supports its request for recovery of its 2019-
2022wildfire mitigation costsfor Strategic Undergrounding basedon the benefit
of reducing ignitions and PSPSeventsin HFTDs.162To evaluate SDG&E's
request, the Commission takesinto consideration the evolving nature of wildfire
risk, wildfire risk mitigation requirements, their risk analysis, WMPs, and their
cost-effectivenessduring this time period asfire threats and the responsesto
them have increased acrossthe state. None of the work performed for thesecosts
was fully anticipated or authorized in the last GRC. As such, the Commission
finds SDG&E’s requested coststo be incremental. In other words, the domains of
wildfire risk and the above issuesrelated to it, along with the information
required to evaluate the prudency and reasonablenessof these costs,have
changed with eachWMP approval during this time period. SDG&E developed
risk assessmentand modeling processesat the sametime asit was performing
wildfire mitigation work to reduce wildfires. Under such circumstances,the
Commission finds that SDG&E has provided sufficient information for the 2019-
2022period to find its requested Strategic Undergrounding costsjust and
reasonable.

PCFarguesthat the estimated amount of $90million per ignition reduced
or avoided for Strategic Undergrounding during the 2019-2022period is not
cost-effective compared to other wildfire mitigations, such as Patrol Inspections

of Distribution Equipment, which costs$125,000per ignition avoided. This

162 SDG&E Opening Brief at 43-44.
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argument does not take into consideration the complexity of the evolution of
wildfire risk and related issues.Using PCF’sinformation, even if patrol
iInspections may be cheaper per ignition avoided under some circumstances,they
would be ineffective at avoiding high consequencefires under the circumstances
of high fire danger in aHFTD. Moreover, evenif equipping customerswith
Behind-the-Meter Solar Plus Storage systemsmay have had some merit, there is
an insufficient record to demonstrate that it was a viable alternative to all
Strategic Undergrounding during the 2019-2022period.

At the very least, given the high degreewith which Strategic
Undergrounding canreduce risk under the highest risk circumstances,the
Commission finds SDG&E was prudent in strategically undergrounding electric
distribution lines, especially in the highest risk areas.SDG&E aimed its early
Strategic Undergrounding work to reduce PSPSmpacts for critical facilities,
including schools,or other areaswith frequent PSPSevents. As aresult, the
Commission finds the costsrecorded during the 2019-2022period to be
reasonable.

Cal Advocates recommends areduction of $2.100million in capital
expenditures and $1 million in O&M, to remove costsincurred for work outside
of Tier 2and Tier 3HFTD from the WMPMA, arguing such work is inefficient
and not consistentwith legislation requiring utilities to construct and maintain
electrical lines and equipment that minimize risk.163 As discussed above

regarding DOSH and Covered Conductor, the Commission does not find this

163 Pub. Util. Code Section8386(a);Cal Advocates Opening Brief at 19-20.
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recommendation to be supported. The Commission finds the small percentage of
work outside the HFTD to be reasonablegiven there is not a clear-cut boundary
while accommodating the design of SDG&E’s existing infrastructure and
addressing known risk, asdescribed by SDG&E 164

PCFclaims the CPUC/OEIS 2021 Audit found that SDG&E underspent and
redirected atotal of $240million of GRC-adopted electric capital costsfor 2019
and 20201%° The Commission finds PCF'srationale for denying this costrecovery
to be unsupported for two reasons.First, by expanding the review of SDG&E
wildfire mitigation spending to include years2021and 2022,which is not
covered by the CPUC/OEIS 2021 Audit, the Commission finds no
underspending. Second,SDG&E is allowed the flexibility to reprioritize
authorized funds in order to ensure safeand reliable operations.%¢ The evidence
does not show that the redirected funds were inconsistent with providing safe
and reliable operations.

The 2019Wildfire Legislation requires electrical corporations to submit
WMPs that minimize risk, but no legislation or regulation determines how much
wildfire risk to reduce nor at what cost. Strategic Undergrounding provides a
high degree of risk reduction at a high cost, so the reasonablenessof the amount
of Strategic Undergrounding in miles and at what costis a difficult question. For

the 2024-2027period, the Commission approved forecaststo underground 140

164 SDG&E Reply Brief at 40-43.
165 PCF Opening Brief at 33.
166 SDG&E Reply Brief at 56-61.
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miles of electrical distribution lines and to install 400miles of Covered
Conductor. 167 With regard to the total requested by SDG&E for Strategic
Undergrounding for the 2019-2022period, the Commission finds that the profile
of SDG&E’s wildfire mitigations by miles of DOSH plus Covered Conductor
during the 2019-2022period 1%8is similar to the profile of the samework
approved by the Commission in Track 1 of this proceeding. SDG&E also
employed the three methods of system hardening closeto the amounts
forecastedin its WMPs, or less,in terms of miles and costduring the 2019-2022
period. As aresult, and upon considering all of the parties’ arguments above, the
Commission finds SDG&E’s costrecovery request for Strategic Undergrounding
for the 2019-2022period in the amount of $241.233million capital and $0.176
million O&M plus the associatedindirect coststo be reasonableasan initial
authorization subjectto direct costreductions asdescribed in Section13.

Both PCFand TURN argue that SDG&E’s request for Strategic
Undergrounding costrecovery should be denied becauseof its deficient showing
of cost-effectivenesst®® PCF contends that greater consideration should be given
to the costto reduce oneignition and the alternative of solar-plus-storage (SPS).
As aremedy for SDG&E’s insufficient showing of cost-effectiveness,TURN

proposes that the costauthorized should be simply limited to an amount that

167D.24-12-074at 474,481.

168 For the 2019-22 period, SDG&E completed 109.5miles of Strategic Undergrounding, 341.6
miles of DOSH, and 83.1miles of Covered Conductor; (109.5/ (341.6+ 83.1))=approximately
26%.

9 TURN Opening Comments at 5-9; PCF Opening Brief at 11-13.
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was approximately 15%higher than the amount authorized for Covered
Conductor. 170

Although cost-effectivenessis a valid concern,the Commission is
unpersuaded by intervenor arguments claiming their proposed alternatives were
superior alternatives compared to SDG&E’s. PCFfails to demonstrate how much
—if any - SPScan substitute for undergrounding, and TURN’s proposal is limited
to a simple increaseof 15%over the amount for Covered Conductor. Basedon
the record submitted, the Commission finds that SDG&E met its burden to
support its position in light of facts known or which should have beenknown at
the time its decision was made, including utility system needs,and rejects
intervenors’ positions basedon the record evidence.

However, this does not mean that Strategic Undergrounding, in the same
amount, will continue to be prudent and reasonablein later years. Rather,
circumstanceschange and information regarding wildfire risk and its related
issuescontinues to evolve. As stated in Track 1 of this proceeding, the
Commission expectsSDG&E’s risk analysis to continue to improve in future
GRCsand applications for costrecovery.1’!

4 5. Other Work Performed Outside HFTD Tiers 2 or 3

Pub. Util. Code Section8386(a)requires utilities to construct and maintain
electrical lines and equipment that minimize risk. The highest wildfire risk areas

are mapped within HFTD Tiers 2 and 3.

170TURN Opening Comments at 9.
171D.24-12-074at 483.

-67-



A.22-05-015 et al. ALJ/JOR/hma

Cal Advocates recommends that the Commission deny SDG&E recovery
of WMPMA costsincurred for work outside of Tier 2 and Tier 3 HFTDs because
such work is not consistentwith legislative mandates to reduce risk. More
specifically, Cal Advocates recommends reducing costrecovery by the amounts
shown in the table below for the work performed outside HFTDs for eachof the
listed GD&SH initiatives.

Table 4.5

System Hardening Recommended Reductions ($million)

R . .

L Recommended ecommended Units Outside

Initiative Reduction Reduction HETD
(capital + O&M)

Dist. Communication $55.167capital (cap) | $55.167 16 stations

Reliability Improvements ’ P P '

Dist. Overhead System $4.300cap, .

_ 4.422 3.94mil
Hardening $0.1220&M $ miies
SCADA Capacitors $2.549cap $2.549 45 capacitors
PSP i lizi .

SPSSectionalizing $2.429cap $2.429 12 switches
Enhancements

. : $2.1cap, .
Strategic Undergrounding $0.0010&M $2.101 0.96miles
Microgrids $1.524cap $1.524 2 microgrids
Covered Conductors $0.410cap, $0.0114 $0.4214 0.25miles

O&M
Expulsion Fuse

$0.034cap $0.034 18fuses
Replacement
Hotline Clamps $0.0200&M $0.020 15clamps
Lightning Arrestors $0.017cap $0.017 14 arrestors
Avian Mitigation $0.006cap $0.006 3 poles

The Commission finds SDG&E’s explanation for its work outside the

HFTDs to be reasonable.For example, much of SDG&E’s infrastructure was
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designed prior to the establishment of HFTDs. As aresult, SDG&E statesthat
certain investments near the HFTD may be necessaryto align WMP work with
existing infrastructure and to address PSPSisk, which may be crucial for
achieving desired risk reduction within HFTDs.1?In other instances,work on
either side of the HFTD boundaries overlapped and could not be separatedat the
boundaries of HFTDs. For example, certain circuit segmentsinclude
infrastructure that crossesHFTD boundaries. In addition, work may have been
performed outside the HFTD to reduce the number of customersimpacted by
PSPSevents.

For sevenof the 11 cost categoriesin the table above, the amount of work
SDG&E performed outside HFTDs was 1% or less. The Commission finds this
amount to be de minimus and reasonable,for the reasonsstated above. For the
remaining four areas,the percentageof work performed outside HFTDs was
between 20 and 40 percent. We address the reasonablenessn theseareasbelow,
including the installation of microgrids, Supervisory Control and Data
Acquisition (SCADA) capacitors, PSPSSectionalizing Enhancements,and

Distribution Community Reliability Improvements.

4.6. Microgrids
SDG&E installed two of five (40%)microgrids during 2019-2022at

Butterfield Ranchand Shelter Valley outside the HFTD. Cal Advocates argues
that SDG&E should have prioritized the two Tier 3 locations over Butterfield

Ranchand Shelter Valley and that the costsfor the Butterfield Ranchand Shelter

172 SDG&E Opening Brief at 41-43;SDG&E T2 Ex-06at 27-29.
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Valley microgrids 173should therefore be denied recovery.'’4 PCF also opposes
costrecovery for the microgrid initiative becauseit is not cost-effective and does
not utilize renewable energy.t’®

In reply, SDG&E provides two reasonsfor installing the two microgrids
outside the HFTD. First, thesemicrogrids servethe indirect wildfire mitigation
purpose of reducing the impact of PSPSevents and, thereby, provide resiliency
to the served communities. Thesetwo communities are at risk for de-
energization during high-risk conditions becausethe circuits that feed both
microgrids are located within Tier 2 and Tier 3 of the HFTDs. Second,the Shelter
Valley microgrid also servesthe critical facility of SanDiego County Fire Station
#5316 The Commission finds that thesereasonssupport recovery of the two
microgrids outside the HFTDs and approves such costrecovery.

PCFarguesthat recovery for SDG&E’s microgrid costsshould be denied
for the following reasons:1) SDG&E’s microgrid initiative is not cost-effective,
2) SDG&E’s microgrid initiative is not utilizing renewable power, and
3) traditional generators have a higher wildfire risk.’” Although thesearguments
may have had merit, the Commission notesthat SDG&E’s four microgrid
locations were upgraded in 2021to remove temporary generators and install

renewable power solutions. Mobile battery storage units and box power units

173202022 WMP Update dated February 5, 2021at 201.
174 Cal Advocates Opening Brief at 26-27.

15PCFT2 Ex-0lat 18-21.

176 SDG&E T2 Ex-06at 33-35.

177 PCF T2 Ex-0lat 22-23.
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were also deployed to aid in mitigating the impacts of PSPSevents for critical
customers.!’® Nonetheless, PCFidentifies areasthat require further examination.
As aresult, in its next GRC, if SDG&E requestscostrecovery for any additional
microgrid projects, SDG&E shall provide evidence of the energy source and cost-
effectivenessof future microgrid projects.

4.7. SCADA Capacitors

Electrical distribution capacitors are a necessarypart of the electrical
distribution system and canignite fires when they fail by, for example, rupturing
and leaking molten metal. Through the Supervisory Control and Data
Acquisition (SCADA) Capacitor Maintenance and ReplacementProgram,
SDG&E replacesnon-SCADA capacitors with newer SCADA capacitors to
mitigate wildfire risk. This is accomplished via remote electronic monitoring for
risks that can be isolated before they causecatastrophic failure. 1"®

Cal Advocates recommends that the Commission deny SDG&E recovery
of WMPMA costsincurred for 45 SCADA capacitors (out of 123,0r 37 percent)
that were installed outside of the HFTD.

The Commission finds that the number of non-SCADA capacitors SDG&E
replaced outside HFTDs is reasonablebecause93 percent of the capacitorsin
guestion were installed in the Wildland Urban Interface or coastalcanyons with
unique wildfire risk and 73 percent (33 of 45) were installed within two miles of

the HFTD boundary. In such locations, replacing riskier capacitorsthat may lead

178 SDG&E 2022WMP Update at 3, 225.
19 SDG&E T2 Ex-01-Rat 34-35.
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to catastrophic damage is a reasonableand cost-effective risk mitigation. As a
result, the Commission rejectsCal Advocates’ recommendation to deny such
recovery.

4.8. PSPS Sectionalizing Enhancements

The PSPSSectionalizing EnhancementProgram installs switches in
strategic locations to improve the ability to isolate high-risk areasfor potential
de-energization and to allow customerswith lower-risk infrastructure to remain
energized.180

Cal Advocates recommends that the Commission deny SDG&E recovery
of WMPMA costsincurred for 12 PSPSsectionalizing switches that were
installed outside the HFTD (out of 55 switches, or 22 percent).

In reply, SDG&E statesthat of the 12 devicesthat Cal Advocates
recommends for reduction, oneis in factin Tier 2 of the HFTD and 11are
immediately adjacentto Tier 2.

The Commission finds the number of sectionalizing switches installed
outside HFTDs to be sufficiently tied to high-risk areasto be areasonable
method of providing rapid isolation during any wind or wildfire incidents. As a
result, the Commission rejects Cal Advocates’ recommendation to deny such

recovery.

4.9. Distribution Communications Reliability
Improvements (DCRI)

In D.19-09-051the Commission authorized SDG&E to construct a mobile

communications network to replace wire communications infrastructure which

180 SDG&E T2 Ex-01-Rat 39-40.
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had becomeinadequate to meet demand for greater volumes of data at high
speed. The scopeof the Commission’s authorization included expanding the
systemto provide coveragefor awider areal®!

The new system provides increased bandwidth in the HFTD to support
technologies deployed aswildfire mitigations, including the Advanced
Protection Program, falling conductor protection through early fault detection,
and SCADA switches to support PSPSevents and day-to-day operations. These
programs require high-speed data communication between field devicesto
operate quickly, de-energizing a circuit before a broken conductor canreachthe
ground, thereby reducing the wildfire risk associatedwith energized wire-down
events. In addition, there are gapsin coverage of third-party communication
providers in the rural areasof easternSanDiego County that limit the ability to
communicate with field personnel during eventsrequiring activation of the
Emergency Operations Center (EOC). The ability to reliably enable and disable
sensitive settings, enable or disable reclosing, or remotely operate a switch
during a high-risk weather event requires reliable communication that the
Distribution Communications Reliability Improvements (DCRI) program will
provide. 182

SDG&E provided details regarding how the mobile communications
network functions inside and outside the HFTDs. SDG&E’s DCRI requires a

network of basestations that allows communications to extend into SDG&E’s

181D.19-09-051at 467-468.
182 SDG&E T2 Ex-01-Rat 59-60.
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backcountry areasthroughout the HFTD. This system requires routes from the
basestations in the HFTD back to the centralized data center and control center.
In certain cases,a basestation outside the HFTD was necessaryto establish a
path to the HFTD. In other cases, SDG&E installed basestations outside of the
HFTD to optimize the wireless communications within the HFTD, which reduces
the need for additional basestations.183

Considering all the above, the Commission finds SDG&E’s installation of
communication stations outside HFTDs improves SDG&E’s wireless
communications in the HFTDs. The Commission also finds the additional cost of
SDG&E installing a new mobile communications network, including stations
outside HFTDs, to be areasonablemethod of reducing costsand maximizing
coveragefor HFTDs. As aresult, the Commission approves SDG&E’s request for
recovery of DCRI direct costsin the amount of $42.622million for capital
expenditures and $0.715million for O&M expensesasan initial authorization
subjectto direct costreductions in Section 13184

Cal Advocates’ remaining recommended reductions for work performed
outside HFTDs relate to initiatives for which the rate of installation outside the
HFTD is one percent or less.Although theseamounts are relatively small, the
Commission finds them to be reasonablefor severalreasons.HFTD boundaries
are not precise,and adding mitigations closeto an HFTD can reduce risk within

the HFTD. Certain work outside an HFTD, such asadding communication

183 SDG&E T2 Ex-06at 30-31.
184 SDG&E T2 Ex-01-Rat 59.
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stations, canimprove communications within an HFTD. Therefore, the
Commission denies Cal Advocates’ recommended reductions for the following
initiatives: DOSH, Strategic Undergrounding , Expulsion Fuse Replacements,
Hotline Clamps, Lightning Arrestors, Avian Mitigation, and Covered
Conductors.

In future WMPs and other reports regarding wildfire mitigation work,
SDG&E shall fully disclosethe work and costsperformed within and outside

HFTDs.

4.10. Generator Grant, Generator Assistance, and
Standby Power Programs

Severalprograms focus on helping customersto accesselectricity during
PSPSevents. The Generator Grant Program (GGP) helps vulnerable customersin
Tiers 2 and 3 of the HFTDs to accesselectricity for medical devices and critical
appliances by offering them portable backup battery units with solar charging
capacity. From 2019to 2022,SDG&E’s GGP reduced the impact of PSPSevents
by providing portable backup battery units to approximately 4,700customers.18®

From 2020to 2022,the Generator Assistance Program (GAP) has offered
rebatesfor portable fuel generators and portable power stations to encourage
customersto acquire backup power options to enhancepreparednessand
mitigate the impacts of PSPSThe program hastargeted customers who reside
within Tiers 2 and 3 of HFTDs and have experienced at least one PSPSevent
since 2019.Eligible customersreceive program materials via mail and email

campaigns and are directed to an online portal to verify accountinformation and

185 SDG&E T2 Ex-01-Rat 44-45.
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learn more about the program. Upon verification, the program offers a $300
rebate to customers who meet the basiceligibility criteria of residing in an HFTD
zone and experiencing a recent PSPSevent. In addition, customersenrolled in
the California Alternate Ratesfor Energy (CARE) program are eligible for an
enhancedrebate amount of $450,providing a 70to 90 percent discount on
average portable generator models. The program also includes portable power
stations and offers rebatesof $100,with an additional $50for CARE customers.
The program provides the option for customersto receive one rebate for a fuel
generator and one rebate for a portable power station to accommodate various
backup power needs186

Through 2022,the Standby Power Program is an umbrella program that
has provided backup power solutions to approximately 820residential and nine
commercial customersthat would not directly benefit from grid hardening
programs. Thesecustomersreside in rural, remote areaswidely distanced from
one another where other initiatives would not reduce potential PSPSevents. The
Standby Power Program includes the Fixed Backup Power (FBP)Programs for
residential customers, commercial customers, and mobile home park clubhouses.
Customers are identified basedon meter, circuit, and PSPSevent exposure.
Outreach letters and other communications are sentto customersinviting them
to participate and, depending on site requirements, feasibility, and cost,a
customer could receive afixed installation backup generator, a businesscould

receive a critical facility generator on atemporary basisduring an active PSPS

186 SDG&E T2 Ex-01-Rat 45-46.
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event, or a clubhouse or central community building at a mobile home park
could receive a solar panel and battery backup systemto provide resilient access
to electricity during power outages, particularly during a PSPSevent. The
program managessite permitting, construction, and final inspection to ensure
the equipment is installed properly.

PCFarguesthat recovery for SDG&E’s Generator Grant, Generator
Assistance,and Standby Power Programs should be denied for the following
reasons:1) SDG&E doesnot attempt in Track 2 testimony to calculate how many
ignitions have beenavoided asaresult of their generator programs; and 2) the
programs present wildfire risk. As an example of the latter, PCF gives an
example of a PG&E customer who in 2019ignited their home with an at-home
generator during a PG&E PSP Sevent.

As discussedin SDG&E’'s WMPs, the generator and standby power
programs are designed to mitigate the impact of PSPSevents, not necessarilyto
avoid ignitions. Although renewable sourceswould be preferred to meet
sustainability goals, review of the generator source must also consider the
reasonablenessof the costof the programs included in approved WMPs.
SDG&E’s 2022WMP includes subsidizing the costof standby power for
residential customerswho have medical and other critical needsfor power
during PSPSevents. SDG&E also seeksrecovery for commercial customers even
when they do not have medical or other critical needs.As such, the Commission
deniesrecovery of the cost of Standby Programs for commercial customers. For

nine commercial customers out of a total of 829 customers, this amounts to a
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reduction of $0.247million 8" from SDG&E’s request for direct costrecovery for
Standby Power programs of $22.744million (plus the associatedreduction to
indirect costs)!®In the absenceof data showing the costof renewable generator
sourcesfrom 2019-2022to be more cost-effective than the costof non-renewable
generator sources,the Commission finds the remainder of SDG&E’s request for
recovery of coststo be reasonable.

In SDG&E’s next GRC or application for such costrecovery, SDG&E shall
provide data comparing the costof renewable generator sourceswith the cost of
non-renewable generator sources.Specifically, in SDG&E’s next GRC, SDG&E
shall provide evidence of the following: the unit costof generator and standby
sourcesof power, including renewable options; and the distance at which grid
hardening remote customersis unreasonable and standby power is
recommended. The cost-effectivenessof such alternatives to grid hardening
compared to standby, remote, and renewable sourcesshould also be considered

in SDG&E’s next Risk Assessmentand Mitigation Phaseproceeding.

4.11. Remaining GD&SH Mitigations

For the remaining GD&SH mitigations described above and listed below,
SDG&E provided initial testimony describing eachinitiative and its impact.*®In
rebuttal testimony, SDG&E also addressed Cal Advocates’ arguments related to

work performed outside HFTDs.19|n addition, SDG&E provided additional data

187 (9/829)x $22.744million = $0.247million.
183 SDG&E T2 Ex-01-Rat 46,

189 SDG&E T2 Ex-01-R.

190 SDG&E T2 Ex-06at 30-31.
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regarding the authorizations imputed in the last GRC in responseto the ALJS’
ruling. 91

As discussedin background Section1.40n cost-effectiveness,various
parties contestedthe cost-effectivenessof wildfire mitigations generally but did
not specifically contestthe remaining GD&SH mitigations. Basedon SDG&E’s
imputed authorizations, methodology, and costdrivers in its supporting
documents, the Commission finds direct costrecovery in the amounts in the
following categoriesto be reasonableand approves them asinitial authorizations
subjectto direct costreductions in Section13.

Table 4.11
Remaining GD&SH Mitigation Authorizations

($ millions)

Initiative Capital | O&M

Expulsion FuseReplacement 17.922 | -

Advanced Protection (7.267) | 0.153

Hotline Clamps

- 9.937
Transmission Overhead SystemHardening — Distribution
Underbuild 14.321 | -
Cleveland National ForestFire Hardening 64.440 | 2.456
Lightning Arrestor Replacements 5 556 0.028

Avian Mitigation (1.852) | 0.017

Total 93.120 | 12.591

191SDG&E T2 Ex-09.
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5. Emergency Planning & Preparedness

SDG&E engagesin proactive planning and preparedness efforts to
respond effectively to all hazards it may encounter, which includes community
awarenessregarding the risk of wildfires and activity during and after PSPS
events. This work is implemented through 1) Emergency Management
Operations and 2) Community Outreach, Public Awareness, and
Communications Efforts. Emergency Management Operations supports
SDG&E’s company-wide efforts associatedwith emergency planning,
preparedness,response,and recovery for all hazards and risks, with a strong
focus on wildfire-related eventsand includes planning, training, exercising, and
supporting responsesand recovery efforts related to incidents, emergencies,
disasters, and catastrophes1%?

SDG&E’s Emergency Planning & Preparedness(EP&P) costrecovery
requestis for $2.449million in capital expenditures and $34.472million in O&M
(direct). For the Emergency Management Operations initiative, the capital
authorized in the 2019GRC of $5.237million (2019-22)was never used while
SDG&E’'s O&M spending of $42.203million (2019-22) was more than five times
its authorization ($7.732million). For the Community Outreach, Public
Awareness, & Communications Efforts initiative, the Commission has not
previously authorized capital expenditures, but the entire amount spent of $7.686

million (2019-22) was charged by SDG&E as capital.1®3 Seealso the table below.

192SDG&E T2 Ex-01-Rat 94-95.
198 SDG&E T2 Ex-01-Rat 94-100.
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Table 5
Emergency Planning & Preparedness

Authorizations and Spending 2019-2022($000)-°4

Initiative Authorized | Actual Differential | Authorized | Actual Differential
Capital Capital | Capital O&M O&M O&M

Emergency

Management $5,237 - ($5,237) $7,732 $42,203 | $34,472

Operations

Community

Outreach, Public

Awareness, & - $7,686 | $7,686 - - -

Communications

Efforts

Total $5,237 $7,686 | $2,449 $7,732 $42,203 | $34,472

The 2019Wildfire Legislation altered the regulations imposed upon the
electric utilities to such an extent, however, that the budget categoriesused after
2018are not readily comparable to those used before 2018.

PCFopposesfull costrecovery of SDG&E'’s requested EP&P costsbecause
PCFarguesthat SDG&E included no quantification of ignitions reduced or
avoided or any other risk reduction data that would enable an assessmentf the
program’s cost-effectiveness!®®However, PCF neither acknowledges the benefit
of any EP&P activity that would reasonably be necessaryto plan and prepare for
emergencies,nor does PCFrecommend reasonablereductions or a methodology
for determining such reductions. No other intervenor comments on nor contests

SDG&E’s EP&P costrecovery request.

194SDG&E T2 Ex-01-Rat 94 and SDG&E T2 Ex-02-Rat 6-7.
195 PCFT2 Ex-41at 4-5, 23.
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Although SDG&E has managed emergenciessince the beginning of its
operations, the requirement for large-scaleemergency planning and
preparednessfor the risk of wildfires aroseafter the last GRCin responseto the
2019Wildfire Legislation. Therefore, the Commission finds this requested costto
be incremental.

In light of the new legislative requirements for EP&P specific to wildfires,
including PSPSevents, and the need to increaseefforts to reduce wildfires, the
Commission also finds SDG&E's rapid increasein EP&P costsdocumented
above to be prudent and reasonable.PCF’'srecommendation to reduce recovery
of EP&P costsbecausethere is no link between these costsand avoided ignitions
Is without merit, since EP&P activities are inherently concernedwith post-
ignition events and are meant to mitigate the consequencesof a wildfire rather
than prevent one. In other words, ignitions avoided have no bearing on EP&P 16
Accordingly, the Commission approves SDG&E’s request for costrecovery for
EP&P, subjectto indirect costreductions for reduced direct costsin Section13.

However, SDG&E has not substantiated how any EP&P cost should be
considered a capital expenditure that extends over a year and would be
depreciated over several years of useful life. As a result, the Commission finds
the requested amount for the Community Outreach, Public Awareness, and
Communication Efforts initiative of $7.686million to be reasonableonly asan

O&M cost, not a capital expenditure.

198 SDG&E T2 Ex-06Cat 51.
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The amount of $7.686million is added to total EP&P O&M direct costsof
$42.203million plus indirect EP&P costsof $7.800million. Minus the amount
previously authorized for EP&P O&M of $7.732million and any additional direct
costreductions (E&Y or dues), the Commission authorizes recovery of EP&P

costsin the amount shown in Tables1 and 2.

6. Situational Awareness and Forecasting

The Situational Awareness & Forecasting (SA&F) initiatives broadly cover
weather and fire potential monitoring and reporting, the installation and
utilization of cameranetworks and fault indicators, climate adaptation, and the
computing infrastructure, which supports wildfire mitigation. Many of the
initiatives in the SA&F category were implemented to enable SDG&E'’s Fire
Scienceand Climate Adaptation (FSCA)unit to effectively conduct wildfire
responseand preparednessactivities. The FSCA unit, which was establishedin
2018,is comprised of meteorologists, community resiliency experts, fire
coordinators, and project management personnel.1®’

Another key component of Situational Awareness and Forecastingis
SDG&E’s Weather Station Network, which obtains data for operations and
critical activities. This network includes weather stations, cameras,the Fire
Potential Index (FPI), the SantaAna Wildfire Threat Index (SAWTI), and other

tools used to forecastweather acrossthe service territory by location and severity

197SDG&E T2 Ex-01-Rat 21-22.
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of weather events. Ground level equipment is complemented with satellite-based

ignition detection systemsand a mountain-top cameranetwork. 198

The SA&F budget category includes the seveninitiatives shown in Table 6

below. 1% For this SA&F activity, SDG&E requests$3.010million in capital

expenditures and $1.854million in O&M costs(direct costs).The authorized,

actual, and net increased SA&F capital and O&M costsfor which SDG&E

requestsrecovery are shown below.

Table 6

Situational Awareness & Forecasting?®

Authorizations and 2019-2022Costs ($000)

Initiative Authorized | Actual Differential | Authorized | Actual Differential
Capital Capital | Capital O&M O&M O&M

Advanced Weather

Monitoring & $2,769 $2,539 | ($229) - - -

Weather Stations

Air Quality Index - - - - - -

Camera Network - $9 $9 - - -

Wireless Fault $10,218 | $3,670 | ($6,548) |- : ;

Indicators

Fire Science&

Climate Adaptation - - - $9,588 $11,442 | $1,854

Dept.

Fire Potential Index | - $4,539 | $4,539 - - -

High Performance

Computing - $5,240 | $5,240 - - -

Infrastructure

Total $12,987 $15,997 | $3,010 $9,588 $11,442 | $1,854

198 SDG&E T2 Ex-01-Rat 22.
19 SDG&E T2 Ex-01-Rat 22.
200 SDG&E T2 Ex-01-Rat 22.
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Similar to Emergency Planning & Preparedness,the 2019Wildfire
Legislation altered the regulations imposed upon the electric utilities to suchan
extent that the budget categoriesused after 2018are not readily comparable to
those used before 2018.The authorizations, if any, underlying SDG&E’s 2019-
2022SA&F costsfrom SDG&E’s Test Year 2019GRC are shown in Table 6.

Someaverage unit costsfor SA&F activities declined in 20212022
compared to 2019-2020.For example, that is the casefor the capital expenditure
for installing 139weather stations under the Advanced Weather Monitoring &
Weather Stations initiative during the 2019-2022period.

PCFopposesfull costrecovery for SDG&E’s requested SA&F costsbecause
PCFarguesthat SDG&E included no quantification of ignitions reduced or
avoided or any other risk reduction data that would enable an assessmentf the
program’s cost-effectiveness?t However, PCFdoes not acknowledge the benefit
of any SA&F activity that would reasonably be necessaryto gather data needed
to conduct operations and forecastcritical activities. Nor does PCFrecommend
reasonablereductions or a methodology for determining any such reductions.
No other intervenor comments on or contestsSDG&E’s SA&F costsfor which
SDG&E requestsrecovery.

Although the budget categoriesused after 2018are difficult to compare
with those used before 2018,SDG&E was able to identify amounts authorized for

capital and O&M SA&F costsin the last GRC. The Commission recognizesthat

201 pCF-T2Ex-41at 4-5, 23.
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the need to develop the Fire Potential Index, develop the High-Performance
SA&F Computing Infrastructure, and expand the Fire Scienceand Climate
Adaption Department arosesince the last GRC (in responseto the catastrophic
California wildfires of 2017and 2018,and the 2019Wildfire Legislation).
Therefore, the Commission finds theserequested additional coststo be
incremental.

In light of the new legislative requirements for Situational Awareness
specific to wildfire mitigation, the Commission also finds SDG&E’s increasein
costsdocumented above to be prudent and reasonable.PCFrecommends
reducing recovery of SA&F costsbecausethere is no link between these costsand
avoided ignitions. This recommendation is without merit since SA&F activities
that concern post-ignition events are inherently future-oriented and are meant to
mitigate the consequencesafter a wildfire rather than prevent one. In other
words, ignitions avoided have no bearing on SA&F.2°2 Accordingly, the
Commission approves costrecovery for SDG&E SA&F in the amounts of $3.010
million for capital expenditures and $1.854million for O&M costssubjectto

direct costreductions described in Section13.

7. Asset Management and Inspections

SDG&E’s assetmanagement and inspection programs comprehensively
inspect SDG&E’s transmission and distribution electric lines. Theseprograms
consist of separateprograms for detailed inspections, visual patrols, infrared

inspections, and other various specialty patrols, inspections, and assessments.

202SDG&E T2 Ex-06Cat 51.
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Someinspections are required by General Order (GO) 95while others inspect
structures, attachments, and conductor spansto identify facilities and equipment
that may not meet regulatory requirements.?% The cost categoriesbelow include
the costsof inspections aswell ascorrective work, such aspole replacements,
resulting from eachinspection program.

The Asset Management & Inspections (AM&I) budget category includes
eight initiatives:

1. Detailed Inspections of Distribution Equipment
(DIDE),

2. Detailed Inspections of Transmission Equipment
(Distribution Underbuild),

Infrared Inspections of Distribution Infrastructure,
Intrusive Pole Inspections,

HFTD Tier 3 Inspections,

Drone Assessmentsof Distribution Infrastructure,

Circuit Ownership, and

© N o 00 b~ W

Patrol Inspections of Distribution Equipment.

The Commission addressesindividual programs in separatesections
below, but asan overview we note that when SDG&E initially imputed AM&I
capital authorization, it combined the imputed values for Patrol Inspections of
Distribution Equipment, Intrusive Pole Inspections, and HFTD Tier 3 Inspections
in the value provided for Detailed Inspections of Distribution Equipment. Later,

in responseto an ALJ ruling, SDG&E provided separatevalues for imputed

203 pyblic ResourcesCode Sections4292and 4293and General Order 95; SDG&E T2 Ex-01-Rat
63.
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capital authorizations for the above categories,which the Commission finds to be
reasonableand are shown in the table below.?%4 The total capital authorization
among thesethree AM&I initiatives remained unchanged.

The updated authorizations, actual recorded costs,the differential costfor
capital expenditures, and O&M for eachAM&I costis shown in the table below,
(including O&M authorizations for which there is no change)in order to provide
necessarybackground before exploring individual initiatives. 20°

Table 7.B.

Asset Management and Inspections Costs 2019-2022Totals ($000)

Authorized Actual Differential | Authorized Actual Differential

Initiati . . .
nitiative Capital Capital | Capital 0&M 0&M 0&M

Detailed
Inspections of
Distribution
Equipment

$30,757 $37,139 | $6,383 $50,628 $4,630 ($45,998)

Detailed
Inspections of
Transmission
Equipment
(Distribution
Underbuild)

$2,369 $2,594 $225 - - -

Infrared
Inspections of
Distribution
Infrastructure

- - - - $577 $577

Intrusive Pole

. $3,028 $5,092 $2,064 - $2,987 $2,987
Inspections

HFTD Tier 3

: $5,848 $8,959 $3,111 - - -
Inspections

Drone

- $80,809 | $80,809 - $137,446 | $137,446
Assessments

204 SDG&E T2 Ex-09.
205SDG&E T2 Ex-01-Rat 62-63.
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Initiative Authorized | Actual Differential | Authorized | Actual Differential
Capital Capital Capital O&M O&M O&M

of Distribution

Infrastructure

Creult . $713 | $713 i i i

Ownership

Patrol

Inspections of | ¢ 143 $4,030 | $927 i ; ;

Distribution

Equipment

Total $45,105 $139,338 | $94,233 $50,628 $145,641 | $95,013

SDG&E’s Asset Management & Inspections direct costrecovery requestis

for $94.233million in capital and $95.013million in O&M for atotal of $189.246

million. The averageor unit costof eachinspection program is shown below.

Table 7.C

Asset Management and Inspections Unit Costs ($000)

. . unit unit Unit Cost | Unit Cost | Unit Cost

Initiative Inspections | Cost Cost 2021 2022 Average
2019 2020

Drone Assessmentsof Dist. | 110,774 $371 $2,900 | $2,094 $3,203 $1,970
Infrastructure
Detailed Inspections of Dist. | 74,595 $608 $540 | $520 $586 $560
Equip.
Detailed Inspections of Dist. | 6,959 n/a $359 | $234 $314 $309
Underbuild
HFTD Tier 3 Inspections 47,930 $118 $115 | $265 $243 $187
Intrusive Pole Inspections 43,867 $96 $103 | $323 $1,949 $184
IR Inspections of Dist. 42,409 n/a $13 $9 $13 $14
Infrastructure
Patrol Inspections of Dist. 345,876 $10 $10 $14 $13 $12
Equip.
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The only AM&I initiative identified by PCFto lack reported data on
ignitions reduced or avoided is the Circuit Ownership initiative. Eachof the
remaining sevenAsset Management & Inspections initiatives was identified by
PCFto possessa relatively high costper inspection or cost per ignition reduced
or avoided.?%6 SDG&E has performed Detailed Inspections of Distribution
Equipment, Detailed Inspections of Distribution Underbuild, Intrusive Pole
Inspections, and Patrol Inspections of Distribution Equipment since 1997as
required by GO 1652°” SDG&E bundles them together under the title
Compliance Maintenance Program aka Corrective Maintenance Program (CMP),
which helps mitigate wildfire risk by providing additional information about the
condition of the electric distribution system,including the HFTD. Thesefour
programs, which SDG&E includes in its WMPs,2%8 are addressed here first.

7.1. Detailed Inspections of Distribution Equipment

General Order 165requires SDG&E to perform a service territory wide
inspection of its electric distribution system.With this information, potential
infractions can be addressed before they develop into issuesor failures that may
result in ignition. GO 165requires utilities to conduct detailed inspections at a
minimum of every 5 years for overhead structures. This requirement predates
the 2019Wildfire Legislation, and costsfor this work prior to 2019have been

included in rates.

206 PCF T2 Ex-01at 4-5.
207D.97-03-070,D.17-12-024.
208 SDG&E 2020-2022WMP Update at 248.
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Additionally, SDG&E prioritizes detailed inspections in the HFTD prior to
fire season.For 2019-2022,an estimated 5.44ignitions would have occurred if
inspections and repairs had not beencompleted in the prescribed timeframes as
part of the 5-year detailed distribution inspection program.2°°

For Detailed Inspections of Distribution Equipment for the 2019-2022
period, SDG&E seeksdirect costrecovery of $6.383million in capital
expenditures and underspending of O&M expensesof $45.998million. 210

SDG&E basesits request for costrecovery for DIDE on imputed
authorizations. 2 The Commission finds the imputed authorizations in Table 7.B
to be reasonablebasedon the values updated by SDG&E. As shown in the table
above, for DIDE, SDG&E overspent the capital authorization by 21 percent and
underspent the O&M authorization. For 2019-2022,SDG&E performed 74,595
detailed inspections at an average unit costof $560per inspection at a decreasing
rate (2019unit costwas $608;2022unit costwas $586).Basedon this increasein
efficiency for this required uncontested cost,the Commission finds direct cost
recovery in the amount of $6.382million in capital for DIDE to be reasonableand

adopts it asan initial authorization subjectto direct costreductions in Section13.

7.2. Detailed Inspections of Transmission Equipment
(Distribution  Underbuild)

GO 165requires SDG&E to perform aservice territory wide inspection of

its electric transmission system, including within the HFTD. The costsassociated

209SDG&E T2 Ex-01-Rat 64-65.
210SDG&E T2 Ex-01-Rat 62.
211 SDG&E T2 Ex-09.
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with this initiative include any related distribution equipment located near or
associatedwith the transmission system?!? (known as Distribution Underbuild)
and any related corrective work resulting from the detailed inspections. For
2019-2022,an estimated 5.08ignitions would have occurred if inspections and
repairs had not beencompleted in the prescribed timeframe aspart of the
Distribution Underbuild detailed inspection program.

For the 2019-2022period, SDG&E requestsrecovery of the $0.225million
in capital expenditures, which is the incremental amount resulting from the
difference between recorded direct costsof $2.594million and the $2.369million
in capital expenditures authorized in the last GRC 213

For 2020-20222° 6,959inspections were performed at an averageand
downward-trending unit costof $309per inspection. Basedon this increasein
efficiency for this required uncontested cost,the Commission finds the inspection
costto be incremental, and reasonable.

However, SDG&E has not demonstrated how performing such inspections
Is a capital cost. Inspections necessarilyincur labor O&M costs,but would incur
capital expenditures only if the inspection led to corrective work requiring a
capital expenditure (such asfor new equipment). It is SDG&E’s responsibility to
clearly document, and report to the Commission, costsin terms of both capital
expenditure and O&M. SDG&E fails to explain clearly why all of the costssought

for recovery in this instance are capital expenditures and none are O&M. Absent

2125DG&E 2020WMP dated March 2,2020at 87.
213SPDG&E T2 Ex-01-Rat 62.
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a clear explanation, the Commission finds the requested amount for this category
to be reasonableonly asan O&M cost, not capital expenditures. In future
requestsfor costrecovery, SDG&E shall separately specify the O&M costsfor all
wildfire mitigation inspections from the capital costsfor repair or replacement of

poles and other equipment.

7.3. Wood Pole Intrusive Inspections

An intrusive inspection of awood pole typically involves an excavation
around the pole baseand a boring into the pole at ground level. Depending on
the severity of the deterioration, the pole either passesinspection or is replaced.
This cost category includes the inspections and the replacement work. 214

GO 165requires all transmission wood poles over 15years of ageto be
inspected intrusively within 10years, and all poles which previously passed
intrusive inspection to be inspected intrusively again on a 20 year cycle.
Distribution wood pole intrusive inspections are performed on a 10 year cycle.
For 2019-2022,an estimated 1.2 ignitions would have occurred if inspections and
repairs had not beencompleted as part of the wood pole intrusive inspection
program. 215

For the 2019-2022period, SDG&E requestsrecovery of the direct costs
related to this activity in the amount of $2.064million for capital expenditures
and $2.987in O&M costs?® Basedon SDG&E’s updated data, the Commission

finds the imputation of $3.028million in authorized capital to be reasonable.For

214 SDG&E T2 Ex-01-Rat 68.
215 SDG&E T2 Ex-01-Rat 69.
216 SDG&E T2 Ex-01-Rat 68.
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2019-2022,SDG&E performed 43,867inspections including pole replacements
and other corrective work at an increasing rate and at an increasing unit costas

shown below.

Figure 2
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SDG&E’s 2022RSAR data shows that the driver of this costincreaseis an

increasein corrective work resulting from the inspections, rather than the

inspections themselves 21’

As shown above, in 2019and 2020,the approximate capital costper

replaced pole is $1,250and $1,100 respectively; the same metric increasesto

approximately $2,800and $2,200for years 2021and 2022, respectively. SDG&E

explains that the variances for both dollars and units are due to a higher than

planned average number of jobs and an overall increasein pole replacement

217 SDG&E 2022Risk Spending Accountability Report dated at A-15.
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labor and material costsover time, due partly to supply chain disruptions caused
by the COVID-19 pandemic.?®

The Commission finds this explanation to be reasonableand approves the
iImputed capital costand O&M costasneeded corrective measuresfor safety and
reliability purposes. As aresult, the Commission finds direct costrecovery in the
amount of $2.064million in capital expenditures and $2.987million in O&M to
be reasonableand adopts it asan initial authorization subjectto direct cost
reductions in Section 13 (with indirect costsremaining to be adjusted and
authorized).

GO 165hasrequired wood pole intrusion inspections since 1997.The
relevant costshave beenrequested and authorized in rates. The Commission
needsadditional information, however, in future requestsfor costrecovery to
adequately judge what costsare just and reasonable.As such, the Commission
requires that SDG&E shall specify the O&M costsfor inspections separately from
the capital costsfor repair or replacement of poles and other equipment and the
number of poles being replaced. SDG&E shall also demonstrate how such costs
are incremental to other authorized pole replacement programs and how SDG&E
is coordinating and optimizing pole inspection and replacement programs to
avoid redundancies. In addition, in the next GRC, SDG&E shall perform cost-
benefit analysesto compare the costsand benefits of the use of wood poles

compared to metal poles (with the additional data for the 2019-2022period that

218 SDG&E 2022Risk Spending Accountability Report dated at A-15.
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was not reviewed in D.19-05-039)and to demonstrate how SDG&E has

accounted for savings in using metal poles instead of wood poles.

7.4. Patrol Inspections of Distribution Equipment

GO 165requires SDG&E to patrol their electrical systems1) onceayear in
urban areas,2) onceayear in Tiers 2 and 3 of HFTDs, and 3) every two yearsin
rural areasoutside of the HFTD.

GO 165defines patrol inspections assimple visual inspections of
applicable utility equipment and structures. Theseinspections are intended to
identify obvious structural problems and hazards, for which the remediation
work canbe carried out in the course of other company business.Both the patrol
inspections themselves and the corrective work are included in this initiative. 21°
However, asalong standing practice SDG&E performs patrol inspections in all
areason an annual basis. Patrol inspections have beenperformed on all
distribution structures potentially affected by a PSPSevent prior to and after the
PSPSevent, and patrols are prioritized in the HFTD prior to wildfire season,
typically by April of eachyear. SDG&E performed 86,075Patrol Inspections in
2019and at a similar rate eachyear through 2022for a total of 345,876patrol
inspections performed over the 2019-2022period at an average unit cost of $12

per inspection.??°

219 SDG&E 2022Risk Spending Accountability Report dated at A-15.
220SDG&E T2 Ex-01-Rat 75.
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For this cost category for the 2019-2022period, SDG&E seeksrecovery of
$0.927million in capital expenditures and no O&M expenditures (and the
associatedindirect costs).

Neither GO 165nor SDG&E’'s WMPs specify the costof patrol inspections,
the extent of patrol inspections in terms of personnel and equipment, or how
their costsshould be accounted for to avoid overlap. Patrol inspections of
distribution structures could be a drive-by inspection or they could be performed
with trucks, drones, or other special equipment, involving different levels of staff
and other O&M expenses.GO 165specifically statesthat patrol inspections may
be carried out in the course of other company business,thereby avoiding
separateO&M expenses.

Given that SDG&E's patrol inspection costsare performed with the least
unit costcompared to other programs and are mandated by GO 165,the
Commission finds them to be reasonable.However, SDG&E has not
demonstrated how work performed by staff performing inspections is a capital
cost, nor accounted for the nature of the capital cost. As aresult, the Commission
finds imputed authorization and the requested recovery for this costto be
reasonableonly asO&M costs,not capital costs.Accordingly, the Commission
approves recovery of $0.927million in O&M to be just, reasonable,and
incremental (i.e., costsof $4.030million minus the authorization of $3.103million
equals $0.927million) subjectto direct costreductions in Section 13 (with indirect
costsremaining to be adjusted and authorized).

In future applications for recovery of these costs, SDG&E shall provide
evidence regarding how inspection programs are coordinated to avoid or
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account for overlapping activity, associatedO&M, and capital costs,if any.
SDG&E shall also separately specify the O&M costsfor inspections from the

capital costsfor repair or replacement of poles and other equipment.

7.5. HFTD Tier 3 Distribution Pole Inspections
In accordancewith asettlement approved in D.10-04-047after the 2007

Witch fire, SDG&E increasedthe frequency of inspections of polesin Tier 3
HFTDs from every five yearsto every three. This results in the inspection of an
additional 11,000poles annually on average,which is about one third of the
distribution polesin the Tier 3 HFTDs. More specifically, SDG&E performed
11,864extra distribution pole inspections in Tier 3HFTDs in 2019and at a similar
rate eachyear through 2022.Including the extra inspections, over the period
2019-2022,SDG&E performed 47,930inspections at an average unit cost of $187
per inspection. SDG&E estimatesthat 2.37ignitions would have occurred over
2019-2022if inspections and repairs had not beencompleted aspart of the HFTD
Tier 3inspection program.

For this activity, SDG&E seeksrecovery of $3.111million in capital
expenditures and no O&M expenditures for the 2019-2022period (plus the
associatedindirect costs). The Commission is not persuaded.

SDG&E has neither demonstrated how work performed by staff
performing such inspections is a capital cost nor accounted for the nature of the
capital cost. Inspections necessarilyincur O&M costsdue to labor, but incur
capital expenditures only if the inspection led to corrective work requiring a
capital expenditure (such asfor new equipment). It is SDG&E’s responsibility to

document and report costsclearly to the Commission, both in terms of capital
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expenditure and O&M. As aresult of SDG&E's failure to explain clearly why all
of the costssought for recovery in this instance are capital expenditures and none
are O&M, the Commission finds the above amount for this category to be
reasonableonly asan O&M cost, not capital expenditures. The Commission finds
the uncontested amount of $3.111million for this required activity during the
2019-2022time period to be reasonableand approves its costrecovery as O&M
and subjectto direct costreductions inn Section 13 (with indirect costsremaining
to be adjusted and authorized).

In addition, in all future requestsfor pole inspections that may involve
pole replacement, SDG&E shall separately specify the O&M costsfor inspections

from the capital costsfor repair or replacement of poles and other equipment.

7.6. Drone Assessments of Distribution Infrastructure
In 2019,SDG&E started a Drone Assessmentsof Distribution

Infrastructure pilot program to determine whether the use of drone technology
could identify potential fire hazards on distribution facilities in the Tier SHFTD
that could not be identified, or were difficult to identify, from the ground during
traditional inspections.?? SDG&E’s analysis of the data collected by the drone
program concluded that through the enhancedview of infrastructure, especially
in hard to reach or difficult terrain,???the program found a higher percentage of
total issuesthan traditional ground inspection programs. By drone, SDG&E

found more damaged arrestors, damaged insulators, issueswith pole tops, issues

221 SDG&E Reply Brief at 36.
222 SDG&E Reply Brief at 36.
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with armor rods, crossarmor pole top damage, exposed connections, loose
hardware, improper splices,damaged conductors, damaged transformers, and
issueswith Communication Infrastructure Provider (CIP) connections??® The
DIAR program found a higher percentageof issuesby: 1) providing aview of the
top of the pole, 2) using high-resolution imagery that allowed inspectors to
zoom, enhancecontrast, and manipulate the imagesto better identify damages
that could otherwise be difficult or impossible to seefrom the ground, and
3) using a dedicated inspection team to enhanceconsistency and quality. 224 As a
result, SDG&E prioritized drone inspections within the HFTD starting with Tier
3in 2020and moving into Tier 2in 2021and 2022,with the goal of completing
inspections for all HFTD structures within the 2019-2022period. For that period,
SDG&E estimated that 45.9ignitions would have occurred if inspections and
repairs had not beencompleted aspart of this inspection program. 225

As shown in the table above, SDG&E spent over five times asmuch on
Drone Assessmentsof Distribution Infrastructure asit spenton five of six other
inspection programs. The utility’s costrecovery requestsfor this activity are
shown in the table below: 226

Table 7.6A
Drone Assessmentsof Distribution Infrastructure

Authorizations and Costs 2019-2022$000)

223SDG&E T2 Ex-01-Rat 72-73;SDG&E Reply Brief at 37.
224 SDG&E Reply Brief at 38.

225SDG&E T2 Ex-01-Rat 72-73.

226 SDG&E T2 Ex-01-Rat 71.
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Year | Units Authorized | Actual Differential | Authorized | Actual Differential
(inspections) | Capital Capital | Capital O&M O&M O&M

2019 | 37,310 - $274 $274 - $13,557 | $13,557

2020 | 21,420 - $16,145 | $16,145 - $45,964 | $45,964

2021 | 22,000 - $12,903 | $12,903 - $33,170 | $33,170

2022 | 30,044 - $51,488 | $51,488 - $44,755 | $44,755

Total | 110,774 - $80,809 | $80,809 - $137,446 | $137,446

The Commission did not authorize funds for Drone Assessmentsof

Distribution Infrastructure in the last GRC. However, for this activity SDG&E

recorded capital expenditures of $80.809million (2019-2022),and O&M expenses

of $137.446million (2019-2022).During this time, SDG&E performed 110,774

inspections at an average unit costof $1,970per inspection. Unlike patrol

inspections and distribution pole inspections in Tier 3HFTDs, SDG&E’s 2019

costsare lower than other years. The average cost of inspections by drones is also

over 3.5times that of the next costliest initiative (Detailed Inspections of

Distribution Equipment) by unit costsasshown abovein Table 7.C.

PCFarguesthat SDG&E has not demonstrated how its more costly drone

inspections were cost-effective nor that it was reasonableto prioritize drone

inspections over less-costlyinspection alternatives.??” PCF basesthis on the

following: 1) PCFcontends that SDG&E’s estimates of ignitions avoided is not

credible due to the difference between current estimatesand those reported in

WMPs without explanation;??22) SDG&E provides no information on how much

22TPCFT2 Ex-01at 13-14;PCF Opening Brief at 57.
228 PCF Reply Brief at 57-58.
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duplication there is between drone inspections and manual inspections; 3)
manual inspectors can seemost of the hardware from the ground (exceptthe top
surfacesat the top of the poles) and inspectors can inspect the surfacesnot visible
from the ground asnecessaryvia truck-mounted lift basketsor their own
handheld drones; and 4) SDG&E provides no evidence that its drone inspections
and patrol inspections are coordinated to optimize efficiencies and avoid
redundancies.??°

In reply, SDG&E provides additional explanation for its increased
estimation of ignitions avoided and how they changed over time. SDG&E also
statesthat manual inspectors cannot inspect poles using mounted lift basketsor
their own handheld drones becausethey don’'t carry them and poles are often
inaccessibleby lift baskettrucks—particularly in SDG&E’s rural backcountry. As
aresult, SDG&E arguesthat it is not reasonableto compare the effectivenessof
drone inspections with manual inspection programs.23°

SDG&E beganits drone program by learning from the programs of other
utilities, including SCEand PG&E.?*'In 2019,SDG&E’s drone inspection unit
costswere $371per inspection.?32 However, starting in 2020and continuing
through 2022SDG&E’s unit costsskyrocketed asshown in the table below.

Table 7.6B

229 PCF Opening Brief at 58.
230 SDG&E Reply Brief at 36-39.

21 SDG&E 2020WMP dated February 7,2020at 105, SDG&E 2020WMP dated March 2, 2020at
106.

282From SDG&E's figures in Table 7.6A for 2019,$274,000n capital expenditures plus $13,557
in O&M costsdivided by 37,310inspections equals $371per inspection.
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SDG&E Drone Assessment Unit Costs

Year Inspections Unit Cost

2019 37,310 $371per inspection
2020 21,420 $2,900per inspection
2021 22,000 $2,094per inspection
2022 30,044 $3,203per inspection
2019-22 110,774 $1,970perinspection

SCEredesigned its drone inspection program by combining ground-based
and aerial inspections to save money.233In contrast, after piloting its drone
inspection program, SDG&E decided to expand its drone program to complete
Tier 2 of the HFTD in the following two years,aswell asthe portions of its
transmission system within the HFTD. 234

In its Opening Comments on the Proposed Decision, SDG&E claims that
the Proposed Decision erred in denying 100%of costsfor SDG&E’s Drone
Investigation, Assessmentand Repair (DIAR) program becausethe Proposed
Decision: 1) contravenes applicable legal requirements becauseit disallows costs
for programmatic inspections and repairs that were required to comply with
regulatory requirements, approved by Energy Safety,and highly effective and
efficient; 2) misapplies the prudent manager standard by requiring perfection
rather than reasonableness3) irrationally compares SDG&E's coststo PG&E’s

costs;and 4) erroneously disallows 100percent of the costsSDG&E incurred to

233 SDG&E 2020WMP Q4 Report at 11.

234 SDG&E 2020WMP dated February 7,2020at 105;SDG&E 2020WMP Revised (Mar. 2,2020)
at 106;SDG&E 2020WMP Q4 Report at 11.
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repair risks identified through the drone inspections, including replacements
and remediations required to repair infrastructure presenting clear fire risk.23%

the Commission recognizesthat drone inspections can provide an
enhancedview of infrastructure and assistin inspecting infrastructure in hard-
to-reach areasor rugged terrain. On the record presented, however, we cannot
find the drone inspection coststo be reasonabledue to SDG&E’s lack of analysis
and evidence supporting the high costsincurred for its drone inspection
program. We will further consider SDG&E’s costsincurred for repairs
undertaken asaresult of the inspections in Track 3 of this proceeding, asdetailed
below.

We find SD&E’s comments to the PD unpersuasive for several reasons.

First, the Commission applies the sameprudent manager standard asin
previous SDG&E reasonablenessreviews.?36 As stated fully in Section2.2above,
this standard hasincluded the requirement of considering cost-effectivenessfor
years prior to the recording of costsin 2019.

Second,SDG&E’s arguments that the Commission must approve all costs
becausethe activities are included in its WMP filings doesnot account for the
Commission’s duty to determine if the requested costsare reasonable?3’

Third, neither the Commission nor the intervenors could evaluate the cost

of SDG&E’s drone inspections alone becauseSDG&E did not separately track the

235 SDG&E Opening Comments at 11-16.
236 D,22-06-032at 8, quoting D.02-08-064at 6, quoting D.87-06-021.
287D.24-12-074at 467-468.
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costof drone inspections from repair costs.SDG&E further claims that traditional
inspections of these assetswere sometimesimpossible or not cost-effective, and
that “manual inspectors do not carry drones”. 23 But without any quantitative
analysis of drone inspection costs,asdistinct from the costsSD&E incurred to
undertake repairs resulting from those inspections, SDG&E has not provided
evidence to support finding the drone inspection coststhemselvesto be
reasonable.

Fourth, SDG&E arguesthat comparing their drone inspection costswith
PG&E's is inapt for severalreasons?®?including that the comparisons are made
to data outside the record. We note, however, that SDG&E’s comments to the PD
include estimatesof its averageinspection cost/pole from 2019-2022without any
citation to the record.?4° Furthermore, while SDG&E describesnumerous
potential benefits of the drone inspection program and claims it is cost-effective,
SDG&E does not meaningfully analyze the cost of the drone program. 24!
Nevertheless, given the lack of any comparisons by SDG&E of its drone
inspection coststo any of its other AM&I inspection programs to support the
claimed costs,the Commission finds it unnecessaryto consider comparisons of
SDG&E’s drone inspection coststo other utilities asa basisfor disallowing costs

of the drone inspections. However, the parties should consider similar drone

238 SDG&E Opening Comments at 2, 12.
239 SDG&E Opening Comments at 2.

240 SDG&E Opening Comments at 14.

241 SDG&E Opening Comments at 15-16.
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inspection and repair costsof other utilities when such costsare evaluated in
Track 3.

In short, SDG&E provided insufficient record evidence to demonstrate the
costsof the drone inspections alone are reasonable,including the extent to which
drones have beenused instead of other inspection programs, their total cost,
their unit cost, their overlap with other programs, and the prudency of
expanding the use of drones without modification at costfar greater than other
inspection programs and drone inspection programs by other utilities. With the
drone program being 77 percent of the AM&l 2019-2022costrecovery request,
data regarding how thesehigh costsare balanced by high benefits is needed, but
it is lacking. SDG&E also provided insufficient evidence to establish the
reductions in risk basedon ignitions avoided by drone inspections due to
fluctuations and inconsistenciesin the data on those risk reductions due to drone
inspections.242

Much of SDG&E’s drone inspection costsappear to be for processing the
data collected by the drones. If atechnology hasthe potential to be usedin
wildfire mitigation, but is clearly not yet developed to such alevel to be readily
deployable and useful, a prudent manager might either contract with an
appropriate technology company to develop the technology, or develop that
technology in-house and then adopt it only when it was proven to be ready. As a
result, the Commission finds insufficient evidence to support the prudency of

SDG&E having deployed a novel technology in the manner that SDG&E did at a

222PCFT2 Ex-0lat 13-14.
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high costand at ratepayer expensebefore determining how to useit effectively
and efficiently. SDG&E has not demonstrated how it avoided redundancies and
why drones cannot be utilized in the field with other programs. SDG&E also has
not demonstrated the degreeto which high-cost separateremote inspection
using drones and subsequentanalysis is needed or beneficial, compared to using
drones asa supplemental tool that may be used and controlled by the manual
patrol inspectors on an as-neededbasis?43

Basedon the current record of the proceeding, the Commission finds that
SDG&E hasfailed to demonstrate the prudency of the Drone Assessmentsof
Distribution Infrastructure program and the reasonablenessof its total costsfrom
2019-2022.The Commission doesnot find that SDG&E should have stopped its
drone program entirely as SDG&E claims. In contrast, although SDG&E did not
demonstrate the prudency of the Circuit Ownership Program discussedin
Section7.8,SDG&E prudently discontinued the Circuit Ownership Program to
avoid imprudently incurring costs,unlike what SDG&E did for the drone
program. As aresult, the Commission does not authorize recovery for SDG&E’s
drone program in this decision

In order for the Commission to consider whether to authorize any costs
requested for this program, SDG&E, consistent with its burden of proof, must
provide sufficient evidence and detailed information for the Commission to
determine the reasonablenessof such costs.In this case,SDG&E did not

separately break down drone inspection and associatedrepair costs. Without

243pCFT2 Ex-0lat 17-18.
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having these specific costs,the Commission was unable to make a
reasonablenesdinding for thesecosts.SDG&E did not meetits burden here.
While the Commission is perfectly within its right to deny all costsnot
found to be reasonablebasedon SDG&E's failure to meetits burden, the
Commission also recognizesthat wildfire mitigation activities and the reasonable
costsassociatedwith theseactivities play animportant role in ensuring safeand
reliable service. After consideration of the party briefs, arguments, and
additional review of the proceeding record, the Commission will allow SDG&E
to supplement the record for this one category, consistent with the direction
provided in this decision. We need to carefully weigh ensuring that Investor
Owned Utilities (IOUs) are provided with the appropriate incentives for fully,
effectively and efficiently implementing wildfire mitigation activities. That said
the Commission also does not want to send a messagethat the IOUs will be
given multiple bites at the apple where they fail to meet their burden by failing
to provide what should be basicinformation for the Commission and parties to
assesdhe reasonablenessof the costrecovery requested in an application. This is
not a caseof first impression, aswe faced a similar issuein Phasel of this
proceeding. There, the Commission provided SoCalGasan opportunity to
provide additional evidence in Phase3 of this proceeding to allow for afull
assessmentof Pipeline Safety EnhancementProgram (PSEP)costs?#4 Similar to

the decision in Phasel, we will defer afinal determination on the costfor this

244 SeeD.24-12-074at 233,239, DecisionAddressingThe2024TestYearGeneraRateCaseof
SouthernCaliforniaGasCompanyand SanDiegoGasé& ElectricCompany dated.
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program, subjectto SDG&E providing detailed and specific information required
to fully assesghe costssought to be recovered here.

Accordingly, the Commission orders that SDG&E submit specific and
detailed supplemental testimony of both the inspection and the repair costs
associatedwith the category of costsat issue for this program. Partieswill be able
to conduct discovery and submit any supplemental testimony in responseto the
supplemental testimony to be provided by SDG&E. The reasonablenesseview
of this costrecovery requestwill be addressedin Track 3 of this proceeding. To
provide afull record to determine reasonablenessof the inspections and repairs
resulting from drone inspections, SDG&E shall serve supplemental testimony
providing abreakdown of all AM&| costsexceptcircuit ownership on an annual
basisfor the 2019-2022period in the following categories:

Repair costs;

Inspection costs;

Capital expenditures; and

O&M expenses.

Within 30days of the issuanceof this decision, SDG&E shall meet and confer
with all the active parties in this proceeding, serve the additional testimony
required above, and propose a schedule for party evaluation, discovery, and
service of any supplemental party testimony in responseto SDG&E'’s
supplemental testimony, determine whether additional hearings will be needed
on this topic and confirm that briefing on this topic will occur consistentwith the

briefing schedule for Track 3 of this proceeding.
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The Commission requires electric utilities to optimize and implement risk
mitigation measuresthat prioritize risk reduction in a manner that is safeand
cost-effective 24> SDG&E provides little evidence that the above programs are
coordinated to optimize efficiencies and avoid redundancies. In future
applications for recovery of assetmanagement and inspection costsand GRCs,
SDG&E shall provide additional evidence regarding how inspection programs
are coordinated to avoid or account for overlapping activity and associatedO&M
and capital costs.SDG&E shall also detail the staffing employed, their cost, and
the justification for the additional costin coordination with other inspection
programs, including their risk benefit costratios. Such differences would be
reasonableto compare with other inspection programs.

SDG&E is now fully on notice that what should have beenbaseline
information to assesseasonablenesss required to determine what costsare
recoverable. SDG&E should not expectthe Commission to provide this type of
leniency in future GRC proceedings or other applications for costrecovery.
Safetyis atop priority for the Commission and should also be for SDG&E. That
said, proper care and submission of adequate evidence to ensure only

appropriate costsare recovered is also an equally important priority.

7.7. Infrared Inspections of Distribution Infrastructure

Distribution Infrared Inspections utilize ground-based infrared or thermal
imaging technology to examine the radiation emitted from electrical connections

to look for abnormalities that may be remedied before they causeequipment to

245 PCF Opening Brief at 63, citing to D.16-08-018at 192.
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fail. The inspections themselvesand the corrective work resulting from infrared
inspections is captured within this initiative. 246 For 2019-2022,SDG&E inspected
approximately 12,000distribution structures eachyear?*’ and estimatesthat 0.036
ignitions were avoided due to the Distribution Infrared Inspections Program.?48
For 2019-2022,42,409inspections were performed at an average unit cost of $14
per inspection.

For theseinfrared inspections, SDG&E seeksrecovery of $0.577million in
O&M expensesand no capital expenditures for the 2019-2022period. The prior
GRC did not authorize any funds for this activity. 24°

SDG&E provides estimatesof risks avoided for this program, which began
in 2020.However, SDG&E provides even lessinformation about this than it did
about the drone inspection program. Moreover, SDG&E does not provide
information regarding whether a greater percentage of abnormalities were found
using infrared technology than with other technology. Sinceno costswere
sought for capital expenditures, it appearsthat no equipment was replaced.
Although the unit costfor this program is comparatively lessthan some other
programs, SDG&E does not detail the staffing employed, their cost, nor the
justification for the additional costcompared with other inspection programs,
including their risk spend efficiency. SDG&E does not indicate how or when it

assessedsuch information before initiating it asa pilot or continuing it beyond

246 SDG&E T2 Ex-01-Rat 67.
247 SDG&E T2 Ex-01-Rat 67.
248 SDG&E T2 Ex-01-Rat 67.
249 SDG&E T2 Ex-01-Rat 67.
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the pilot stage.Without such information, SDG&E has not demonstrated the
reasonablenessor prudency of this program. Accordingly, costrecovery for the
infrared inspection program is denied.

7.8. Circuit Ownership Platform
In 2019and 2020,SDG&E employees used a mobile phone application,

known asthe Circuit Ownership Platform, to identify potential hazards that
could lead to wildfires. This application was used in addition to others to record
relevant information. 250

This program was discontinued after 2020by capturing the samedata via
other inspection programs including the DIAR program, QA/QC inspections,
enhancedinfrared inspections in HFTD, and pre- and post-PSPS-evenpatrols.?%!
SDG&E requests$0.713million for this program in 2019and 2020for capital
expenditures that were not authorized in the GRC (plus the associatedindirect
costs).No evidence shows that this initiative directly reduced arisk driver or
ignitions. 22 As such, SDG&E provides insufficient information to support the
reasonablenessand prudency of initiating this program without authorization.
As aresult, costrecovery for the amount of $0.672million in 2019and $0.041
million in 2020(plus the associatedindirect costs)is denied. The Commission
and SDG&E’s ratepayers require prudent evaluation of programs before costsare

reasonably recoverable.

20SDG&E T2 Ex-01-Rat 67.
21SDG&E T2 Ex-01-Rat 74.
22SDG&E T2 Ex-01-Rat 73.
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8. Vegetation Management and Inspections

SDG&E addressesthe risk of vegetation-infrastructure contact outagesand
ignitions through its comprehensive Vegetation Management Program. SDG&E’s
WMP vegetation managementinitiatives span several activities including
inspections, trimming and removals, fuels treatment, pole brushing, and audits.
This section addressesthose activities performed outside of the Tree Trimming
Balancing Account (TTBA) and included within the WMPMA. 253

This decision address SDG&E’s request for Vegetation Management and
Inspections including four initiatives: (1) Fuels Management, (2) Pole Brushing,
(3) LIDAR Inspections of Vegetation around Distribution Infrastructure, and (4)
Vegetation Restoration.?®>* This decision does not addressthese costsaccording to
how SDG&E has categorized them in its WMP.2%5 Cal Advocates proposes cost
savings from Strategic Undergrounding, which this decision also addressesin
this section.

SDG&E requestsrecovery of the costsrelated to this activity shown in the
table below.2%6

Table 8
Vegetation Management & Inspections

Authorizations and Costs 2019-2022($000)

Initiative | Authorized O&M |Actual O&M | Differential O&M

253SDG&E T2 Ex-01-Rat 76.
2%4SDG&E T2 Ex-01-Rat 76.

255 SDG&E Opening Comments at 22,fn. 74 citing to SDG&E Ex-T2-01-R-C(SDG&E 2022WMP
Update).

256 SDG&E T2 Ex-01-Rat 76.
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Pole Brushing $16,552 $19,691 $3,139
Fuels Management - $22,442 $22,442
LIiDAR In.spe_ctlo.ns of Vegetation i $4.152 $4.152
around Distribution Infrastructure

Vegetation Restoration - $1,265 $1,265
Total $16,552 $47,550 $30,998

8.1. Pole Brushing

Pole brushing is afire prevention measureinvolving the removal of
vegetation at the baseof poles that carry specific types of electrical hardware that
could causesparking or molten material to fall to the ground. The clearance
requirements in Public ResourcesCode (PRC) Section4292require the removal
of all vegetation down to bare mineral soil within a 10-foot radius from the outer
circumference of subject poles located within the boundary of the State
Responsibility Area (SRA). The requirement also includes the removal of live
vegetation up to 8 vertical feet and the removal of dead vegetation up to
conductor level within the clearancearea. Approximately 34,000distribution
poles that have non-exempt subject hardware attached are brushed annually.
Inspectors determine which poles require work and update the records in the
work management database.Three separately scheduled pole brush activities are
performed annually, including mechanical brushing, chemical application, and
re-clearing. Pole brushing inspections occur in conjunction with tree inspection
activity. 2> SDG&E requestsrecovery of the costsrelated to this activity shown in

the table below.2%8

27SDG&E T2 Ex-01-Rat 76.
28 SDG&E T2 Ex-01-Rat 79.
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Table 8.1
Pole Brushing Authorizations and Direct Costs 2019-2022($000)

Year | Units (poles) Authorized O&M Actual O&M Differential O&M
2019 | 36,563 $3,988 $2,591 ($1,397)

2020 | 35,102 $4,093 $5,435 $1,342

2021 | 34,000 $4,194 $5,558 $1,364

2022 | 35,485 $4,277 $6,107 $1,830

Total | 141,150 $16,552 $19,691 $3,139

In SDG&E’s 2019GRC 2>%the Commission authorized $26.415million in
TestYear 2019for SDG&E'’s vegetation management program, including pole
brushing and tree trimming programs,?®°and in Track 1 of this GRC, the
Commission authorized $5.369million in O&M for pole brushing in TestYear
2024.

Cal Advocates assertsthat SDG&E requests $18.825million in O&M
expensesfor pole brushing activities. Cal Advocates contends that SDG&E
cannot obtain rate recovery for such activity becauseit is standard
maintenance 262

SDG&E claims that Cal Advocates is incorrect for two reasons?62First,

SDG&E is authorized in Track 2 of this proceeding to seekrecovery for wildfire

259D.19-09-051.

260D.19-09-051at 266-267.

261 Cal Advocates Opening Brief at 12
262 SDG&E Reply Brief at 44-45.
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mitigation costsbooked in its WMPMA consistentwith pertinent statutes?®2and
SDG&E’s Test Year 2019GRC. Secondly, the amount SDG&E requestsis $3.139
million, not $18.825million.

SDG&E requests $3.139million asan incremental costincreasebasedon
dramatic increasesassociatedwith contracted labor beginning in 2020as a result
of SB247254which brought utility vegetation management (pole brushing and
tree trimming) wageson par with utility apprentice line-workers. 26°The
Commission finds this requestto be reasonableand approves the additional
amount of $3.139million (O&M) subjectto direct costreductions in Section13

(plus associated,adjusted indirect costs).

8.2. Fuels Management

Fuels managementincludes the thinning of ground vegetation
surrounding structures, including poles, located in HFTDs where the risk of
ignition and propagation is present. Specifically, vegetation is thinned in a 50-
foot radius from the outside circumference of the structures down to an
approximate 30 percent vegetation cover where achievable. Structures that are

subjectto the pole clearing (brushing) requirements of PRC Section4292are

263 pyp. Util. Code Section8386.4(a)statesthat “at the time of approval of an electrical
corporation’s wildfire mitigation plan, the commission shall authorize the electrical corporation
to establish a memorandum accountto track costsincurred to implement the plan.” Pub. Util.
Code Section8386.4(b)(1)statesthat “Each electrical corporation shall establisha memorandum
accountto track costsincurred for fire risk mitigation that are not otherwise covered in the
electrical corporation’s revenue requirements.”

264 SDG&E Opening Brief at 57, citing to SB247,Stats.2019-2020Ch. 406 at Section 2(b).
265 SDG&E Reply Brief at 44-45.
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targeted for fuels activity treatment. This is a discretionary activity started by
SDG&E in 2019that is not required by the PRC 266

SDG&E statesthat it prioritizes thesestructures becausethe risk of ignition
Is relatively higher due to the presenceof hardware that makesthem subjectto
pole clearing.?6” However, for fuels management, SDG&E provides no RSEor
estimate of ignitions avoided asa measure of risk reduction.

The Commission authorized no funds for fuels activity treatment in the
last GRC. For this activity during the 2019-2022period, SDG&E requests $22.442
million for clearing 1,787poles at a unit costof $12,558per pole, which is almost
100timesthe unit costfor pole brushing. This decision finds SDG&E’s request for
recovery of its costfor fuels managementto be unreasonable becausethe high
unit costwas not supported by a benefit in terms of risk reduction in addition to
pole brushing.

In SDG&E’s Opening Comments, it statesthat the Proposed Decision’s
disallowance for this costis contradicted by the Commission’s near full approval
of the fuels management costsrequestedin SDG&E's TY 2024GRC 258 But the
Track 1 authorization reflects the difference in the types of review in which the
GRC forecastis based. The GRC authorization was also basedon different

evidence, such asestimated averages?26°

266 SDG&E T2 Ex-01-Rat 78.

267 SDG&E T2 Ex-01-Rat 78.

268 SDG&E Opening Comments at 23.
269D,24-12-074at 489.
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SDG&E also provides information from its description of this activity from
SDG&E’s 2022WMP, stating that fuels management s significantly more labor-
intensive, requires larger crews, specialized equipment, and includes
environmental mitigation measuresand biomass disposal. This supports the
need to evaluate the reasonablenessof this activity’s costs,not to approve this
costwithout any such an evaluation. Regardlessof whether cost-efficiency data
was available during the 2019-2022eriod, the Commission requires SDG&E to
consider costin some manner. In addition, SDG&E does not demonstrate
whether new employeeswere hired or whether existing resourceswere
redeployed. SDG&E requestsrecovery for over $22million in costs,with only

one page of support without discussion of costsin workpapers. 270

8.3. LIDAR Inspections of Vegetation around
Distribution Infrastructure

Light Detection and Ranging (LIDAR) inspection is a remote sensing
technology that useslaser beamsto measure distancesand movement within an
environment. SDG&E usesit to supplement detailed ground-based inspections.
In 2021and 2022,SDG&E used LIDAR data to perform risk analysis on selected
circuits within the entire HFTD. This LIDAR data is used to support pole loading
calculations needed for system hardening projects, such as Covered Conductor,
traditional overhead hardening, and corrective work orders involving pole or
crossarmreplacements.

SDG&E was not authorized to incur costsfor this activity in the last GRC

(D.19-09-051)and requestsrecovery of $4.152million in O&M expensesfor the

2I0SDGET2 Ex-01Rat 78.
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2019-2022period. 2"t In its Opening Comments, SDG&E basesthis request on
SDG&E'sinclusion of its LIDAR work in an approved WMP Update.?’?

While the inclusion of an activity in an approved WMP is a pertinent
consideration for determining costrecovery, we find that alone is insufficient
becauseSDG&E has not provided any other evidentiary support to justify the
requested costsfor this program. Although the Commission recognizesthe
potential benefits of using LIDAR, SDG&E provides no justification for its cost,
nor has SDG&E demonstrated how use of this technology is tied to reducing a
specific risk driver and reducing ignitions, nor how the O&M costsare incurred.
In fact, SDG&E acknowledges that “this initiative is not directly tied to reducing
a specific risk driver and reducing ignitions.” 2’3 More specifically, SDG&E has
not provided information regarding how personnel are employed in
coordination with employees performing ground-based patrols and other
inspections. Nor has SDG&E shown how it coordinates work to avoid
redundancies and to optimize cost-effectiveness.Nor does SDG&E demonstrate
whether new employeeswere hired or whether existing resourceswere used and
replaced.?’* SDG&E hasfailed to meetits burden of proof that its costrecovery
requestis reasonable.As aresult, the Commission finds this requestto be
unreasonable and deniesit in this proceeding. None of the information regarding

LIDAR inspections in SDG&E’s testimony, workpapers, or WMPs support

211 SDG&E T2 Ex-01-Rat 82-84.

212 SDG&E Opening Comments at 23.
213SDG&E T2 Ex-01-Rat 82.

214 SDGET2 Ex-01-Rat 81-82.
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finding the costto be reasonable.The extent of the Commission’s disallowance of
the requested costis dependent on the evidence of the cost submitted.

8.4. Vegetation Restoration

In responseto customer requests, SDG&E plants replacement treesthat are
compatible with powerlines and the local terrain. The program mitigates tree
removals focused in the HFTD through planting efforts that are largely oriented
toward areasthat are not prone to wildfire and outside the HFTD. SDG&E
initiated this activity aspart of the Right Tree Right Placeprogram asa customer
service and to build resilience to climate impacts. SDG&E was not authorized to
incur costsfor this activity in the last GRC and requestsrecovery of $1.265
million in O&M expensesfor the 2019-2022period.?7®

Although the Commission recognizesthe benefits of this program, this
initiative is not part of any of SDG&E’'s WMPs, and it is not tied to reducing a
specific risk driver and reducing ignitions. 276 SDG&E fails to meetits burden of
proof that this costis reasonably recoverable. As a result, the Commission finds

this requestto be unreasonable and deniesit in this proceeding.

8.5. Cost Savings from Strategic Undergrounding

Cal Advocates recommends reducing SDG&E’s direct costsfor WMP
undergrounding completed between 2019and 2022by future savings associated
with SDG&E'’s Strategic Undergrounding Program, including the costsof PSPS,
vegetation management, inspections, and pole replacements. Cal Advocates

estimatesthese savings to be $15.431million for the five yearsfrom 2023through

215SDG&E T2 Ex-01-Rat 82-84.
216 SDG&E T2 Ex-01-Rat 82-84.
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2027277 SDG&E responds by arguing that it is not true that none of the savings
are reflected in SDG&E’s data and that, more importantly, Cal Advocates’
argument is appropriate for aforecastedrequest, not for recovery of incurred
costsfor the 2019-2022period.?8The Commission agreesthat such savings
should be reflected in forecastedrequestsand denies Cal Advocates’ requested
adjustment.

9. Grid Operations & Operating Protocols (GO&OP)

SDG&E’s grid operations and operating protocols consist of mitigations
that reduce risk through changing the way SDG&E operatesduring periods of
elevated and extreme wildfire risk.?”®For this activity during the 2019-2022

period, SDG&E requestsrecovery for costsin the two categoriesdiscussed

below.
Table 9
Grid Operations and Operating Protocols
Authorizations and Costs 2019-2022($0007%8°

Initiative Auth. Actual Differential Auth. Actual Differential

Capital Capital Capital O&M O&M O&M
Personnel Work $851 $851 $9,648 $10,527 $878
Proceduresand
Training in

Conditions of
Elevated Fire Risk

277 Cal Advocates T2 Ex-02 at 16-18.

218 SDG&E Reply Brief at 46-48.

219 SDG&E T2 Ex-01-Rat 84.
280 SDG&E T2 Ex-01-Rat 84.
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Aviation - $32,601 $32,601 $26,529 | $24,853 -$1,675
Firefighting

Program

Total - $33,452 $33,452 $36,177 | $35,380 -$797

9.1 Personnel Work Procedures and Training in
Conditions of Elevated Fire Risk

SDG&E trains all its field personnel on its fire prevention procedures at
leastannually. Additional resourcescanbe ordered throughout the year to meet
California’s year-round fire season,and SDG&E takesthe proactive step of
supplying field crews with daily resourcesoncethe fire environment and Fire
Potential Index begin to indicate elevated risk. SDG&E also works to align with
the staffing of the seasonalresourcesof the local, state,and federal agenciesin
the serviceterritory. Thesequalified resourcesare staffed by two personnel that
have the appropriate amount of training, water, and tools to meet the needs of
the work activity. 281

For this activity, for the 2019-2022period, SDG&E representsthat the last
GRC authorized $9.648million in O&M costsand no capital costs.Basedon its
actual spending, SDG&E now requestsrecovery of an additional $0.851million
in capital expenditures and $0.878million for O&M (plus the associatedindirect
costs) 282

As discussedin the section on cost-effectiveness,various parties contested
the cost-effectivenessof wildfire mitigations generally but did not specifically

contestthis costcategory. Although the Commission recognizesthe benefits of

281 SDG&E T2 Ex-01-Rat 84-85.
282SDG&E T2 Ex-01-Rat 85-86.
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SDG&E’s use of personnel for this activity, SDG&E provides insufficient

evidence to support its request for recovery of capital expenditures. As aresult,
the Commission denies the request for recovery of $0.851million in capital
expenditures. Basedon SDG&E’s imputed authorizations, methodology and cost
drivers in its supporting documents, the Commission finds direct costrecovery
in the amount of $0.878million for O&M to be reasonableand approves it subject

to direct costreductions in Section13.

9.2 Auviation Firefighting

SDG&E’s Aviation Firefighting Program focuseson reducing the
consequencesof wildfires through the suppression of their spread by
maintaining aerial fire suppression resourcesin cooperation with county and
state agencies.Theseresourcesinclude three water-carrying helicopters. The
first, an Erickson S-64helitanker (Air Crane), was authorized in SDG&E'’s prior
GRC. The second,a Sikorsky UH-60 Blackhawk helitanker, is equipped with
night vision for night firefighting with the appropriate crew, training, and CAL
FIRE support.?83 And the third, a Sikorsky S-70M,was purchased in 2022but,
due to Federal Aviation Administration certification requirements, is estimated
not to bein service until the end of 2023.

For this activity for the 2019-2022period, SDG&E representsthat its last
GRC for TY 2019authorized $26.529million in O&M costsand no capital costs?8

Basedon its actual spending, SDG&E now requestsrecovery of $32.601million

283 SDG&E T2 Ex-06at 44.
284 SDG&E T2 Ex-01-Rat 86.
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for capital and zero dollars for O&M. SDG&E assertsthat this amount is
reasonablegiven SDG&E claims it underspent the O&M expensesauthorized by
$1.675million (plus the associatedindirect costs)?28°

SBUA recommends denial of costrecovery for this activity. In support,
SBUA arguesthat SDG&E fails to demonstrate the reasonablenessof its request
in several respects.First, SBUA arguesthat SDG&E fails to explain what was
authorized in the last GRC under the heading “Wildfire Causedby SDG&E
Equipment.” Second,SBUA contends SDG&E fails to demonstrate how the
authorized funding comparesto the amount now requested. Third, SBUA states
that SDG&E fails to ensure that customers are not paying for use of SDG&E
equipment by firefighting agenciesunrelated to SDG&E’s utility activities. In
support of this third claim, SBUA points out that SDG&E itself admits that
“[tlhese resourcesare available not only for fires associatedwith SDG&E
equipment but to the entire community regardless of the causeof ignition”
becauseSDG&E “has agreementswith the County of SanDiego, CAL FIRE,and
the Orange County Fire Authority for aerial firefighting within the service
territory.” 286

In reply, SDG&E first claims that SDG&E provided year-over-year
comparisons between its actual and authorized spending related to Aviation
Firefighting to demonstrate a $32million undercollection for capital, and the

overcollection for O&M.

285 SDG&E T2 Ex-01-Rat 86.
286 SBUA T2 Ex-O1at 10-11.
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Second,in disagreeing with SBUA'’s representations and arguments,
SDG&E provides the following additional information and arguments. SDG&E
disagreeswith SBUA'’s representations that SDG&E is supplanting county
emergency servicesoperations and stepping in to provide “conventional public
safety services.” Instead, SDG&E statesthat SDG&E has made heavy-
construction helicopters available to fire authorities within the region for usein
fighting fires under a Memorandum of Understanding (MOU) with the County
of SanDiego Fire Authority and CAL FIRE.The MOU details how assetsare
dispatched to aid in firefighting and includes a cost-sharing arrangement to
reduce the burden on ratepayers. SDG&E claims that the MOU ensuresthat
aviation firefighting suppression assets,including SDG&E’s, will remain in the
region and available should they be needed 28’

SDG&E statesthat this arrangement is necessarybecauseCAL FIRE owns
and contracts aerial firefighting assets,which canbe moved out of the areato aid
in fighting fires in other regions. When this occurs, there is lesssupport if afire
occursin or near SDG&E's service territory, which hashappened in the past. In
addition, SDG&E statesthat any wildfire in the SDG&E service territory can
affect its infrastructure, complicate recovery efforts and service restoration, and
threaten customer safety. Extinguishing ignitions quickly, before they can
becomepotentially catastrophic wildfires, no matter the causeof the fire, reduces
or eliminates the need for costly electrical infrastructure repairs and enhances

reliability. Becausethe causeof the ignition is often not known at the time of

287SDG&E T2 Ex-06 at 44-45.
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initial response,bifurcating suppression responsibility basedon causewould
lead to inconsistent and delayed response,and further exacerbatethe effects of
an ignition. 288

The Commission agreeswith SDG&E that it usesits firefighting
helicopters to reduce wildfire risk in SDG&E’s service territory in a manner
consistentwith its WMPs.289 Nonetheless, the Commission agreeswith SBUA
that SDG&E has not sufficiently accounted for what it was authorized to spend
by the last GRCin O&M expenses,its unauthorized capital costs,and its cost
sharing arrangement with counties and CAL FIRE.That is, SDG&E fails to
reasonably account for the costsit seeksto recover for the use of the three
helicopters.

Further, SDG&E statesthat its Aviation Servicesdepartment manages
SDG&E’s aviation assets,including the exclusive use of SDG&E-owned
helicopters, and Unmanned Aerial Systems(UAS). SDG&E does not adequately
explain, however, how the UAS costsunder Aviation servicesare separatedfrom
the costssought under the Drone Inspection Program.?®°In addition, SDG&E has
not provided evidence that it considered alternatives to purchasing the last two
helicopters, and how much, if any, costrecovery for the third helicopter (the
Sikorsky S-70M)is reasonablewhen it was not placed into service until after

2022291

288 SDG&E T2 Ex-06 at 44-45;SDG&E Reply Brief at 45-46.
289 SDG&E 2022WMP Update at 313.

20SDG&E T2 Ex-01-Rat 98.

2P1SDG&E T2 Ex-01-Rat 87.
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The Commission finds that SDG&E failed to meet its burden of proof that
thesecostsare reasonably recoverable. As aresult, the Commission denies
SDG&E’s request for costrecovery for Aviation Firefighting.

10. Data Governance (DG)

SDG&E’'s wildfire mitigation programs and initiatives require data from a
variety of systemsto support operational needs,trend analysis, and predictive
modeling. To enhancedata quality and improve the efficiency of the data
gathering process,SDG&E began developing a WMP Data Governance
Framework (DGF) and an automated Central Data Repository, which SDG&E
will make available for use by multiple internal and external stakeholders.
SDG&E divides its request for recovery of Data Governance costsinto the
following two categoriesaddressedbelow: 1) Centralized Repository for Data
and 2) the Documentation and Disclosure of Wildfire-Related Data and

Algorithms.

Table 10
Data Governance: Authorizations and Recorded Costs 2019-2022($000%°2

Initiative Auth. Actual Differential Auth. Actual Differential
Capital Capital | Capital O&M O&M O&M

Centralized

Repository for - $35,742 $35,742 - -

Data

292 SDG&E T2 Ex-01-Rat 88.
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Documentation
and Disclosure of

Data and
Algorithms
Total - $44,456 | $44,456 $2,013 $1,321 ($692)

10.1 Centralized Repository for Data

The WMP Centralized Repository for Data consolidates data from over 10
different sourcesinto a central repository, with afocus on automating data
processesfor the WMP Quarterly Data Report aswell asto advance SDG&E's
Asset Management capabilities asthey relate to electric assets.For this activity
for the 2019-2022period, SDG&E requestsrecovery of $35.742million in capital
expenditures (plus associatedindirect costs),none of which was authorized in

the last GRC 2% SDG&E requestszero dollars for O&M costsfor this category.

10.2 Documentation and Disclosure of Wildfire-
Related Data and Algorithms

OEISrequires submission of a Quarterly Data Report (QDR) utilizing
certain features for WMP data analysis. SDG&E statesthat its requested cost
recovery for the automation of documentation and disclosure of wildfire data
supports submission of this report. For this activity for the 2019-2022period,
SDG&E statesthat it was authorized $2.013million for O&M and zero dollars for
capital. Basedon SDG&E’s costsrecorded in the WMPMA, SDG&E requests

recovery of $8.714million in capital expenditures, none of which was authorized

293 SPDG&E T2 Ex-01-Rat 89-90.
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in the last GRC 24 SDG&E requestszero dollars for O&M costsfor this category.
SDG&E also requestsrecovery of the associatedindirect costs.

Cal Advocates recommends denying costrecovery for data governance
basedon SDG&E having underspent funds authorized for this category in the
last GRC 2% Cal Advocates, however, does not specify whether the amounts
authorized in the last GRC are for capital expenditures, O&M expenses,or the
combined total.

In rebuttal, SDG&E claims that Cal Advocates’ recommendation should be
denied becauseit is basedon referencing an incorrect amount authorized in the
last GRC. SDG&E statesthat the amount authorized for this category was
$2.013million and that Cal Advocates’ figure of $9.587million correspondsto a
different costcategory.?®®

In SDG&E’s Opening Comments on the Proposed Decision, SDG&E
describesthe wildfire mitigation plan framework that supports Data Governance
costsin Table 10,including the WMP Enterprise Asset Management Platform,
WMP WSD Data Schema,WMP Electric Distribution Asset Investment
Prioritization, WMP Advanced Analytics, and WMP Data Foundation and
Reporting. Thesetools were all developed in responseto Data Guidelines
requirements setforth by the WSD and the Office of Energy Infrastructure Safety

(OEIS). The collection of wildfire mitigation data and regulatory mandates

294 SPDG&E T2 Ex-01-Rat 90-91.
295 Cal Advocates T2 Ex-O5at 5.
298 SDG&E T2 Ex-06 at 20.
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required utilities to automate, consolidate, and report wildfire mitigation datain
standardized formats, including the Quarterly Data Report (QDR). Further, over
several WMP cycles, SDG&E was required to bolster its data governance
framework in responseto several Areas for Continued Improvement in WMP
approvals (e.g.,creating centralized data repositories and improving data quality
controls).?%” However, the information on the Wildfire Mitigation Plan
framework in SDG&E’s Opening Comments regarding Data Governancein
general does not support the separatecapital requestsof $35.742and $8.174
million. SDG&E’s testimony?°®2 does not articulate any connection to the
workpapers supporting this request or why the requestsare capital expenditures
versus O&M expenses. Workpapers breaking down costsby Capital (at the
project level and software or hardware purchased), O&M, and labor (e.g.FTEs
for new employees or existing resources)are incomplete. More specifically,
SDG&E does not demonstrate the basisfor this request being incremental,
whether software was purchased, whether new employees were hired, or
whether existing resourceswere used and replaced to provide data to produce
additional reports . Nor doesthe record determine whether the request could be
capital versus O&M. As aresult, SDG&E's request for recovery of additional
capital expenditures for the Documentation and Disclosure of Wildfire-Related

Data and Algorithms is denied.

297 SDG&E Opening Comments at 19-20
298 SDG&E T2 Ex-01-Rat 90-91.
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11. Resource Allocation Methodology (RAM)

SDG&E representsthat it was authorized to spend $5.234million 2°°on its
enterprise risk management process3% That processincludes risk-informed
investment decision-making related to its enterprise-wide investment
prioritization process3° The latter processis led by the Asset Management
organization. 302

For this activity specific to wildfire mitigation for the 2019-2022period,
SDG&E requestsrecovery of an additional $7.964million in direct O&M
expensesplus associatedindirect costs.This requestincludes an initiative using
the WINGS wildfire mitigation model to apply more granular analytics to grid
hardening projects. More specifically, SDG&E statesthat it neededto develop a
more granular application of modeling to tackle specific wildfire-related issues
such astargeted grid hardening to reduce PSPSThis includes the wildfire
mitigation teamsthat developed the WINGS-Planning model used to quantify
both the impacts of wildfire and PSPSand also identify more optimal solutions
to target both wildfire risk reduction and PSPSeduction. The WiINGS-Planning
model was developed internally with the support of third-party consultants to
validate the methodology and provide external proxies to improve data used in

the model. A centralized wildfire mitigation team was also created with the

29 After being contestedinitially, this amount was confirmed in CA T2 Ex-05-R;SDG&E
Opening Comments at 21-22.

300 SDG&E T2 Ex-01-Rat 92.
301 SDG&E T2 Ex-09,citing to SDG&E Ex-WP, Electric Distribution O&M, Asset Management.
302SDG&E T2 Ex-06at 92-94.
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responsibility of developing, executing, and overseeing SDG&E’s wildfire
mitigation plan acrossthe organization. 303

Cal Advocates recommends denying costrecovery for this category
becauseSDG&E was authorized atotal of $36.176million for the 2019-2022
period for ResourceAllocation Methodology O&M, which SDG&E did not

spend.304

After finding insufficient support for this request, SDG&E provided
additional information in its Opening Comments. SDG&E clarified the difference
between the costsassociatedwith RAM and those associatedwith Risk
Assessmentand Mapping (RA&M), which addressthe “what and where” of risk
reduction; whereas, RAM reflects the “how and how much.” SDG&E statesthat
both were essentialto meeting regulatory compliance guidelines mentioned and
were consistentwith OEISWMP initiative categories3®Although the
Commission recognizesthe value of risk-informed investment decision-making
specific to wildfire mitigation work, the Commission finds that SDG&E has
failed to support this request sufficiently. This is not an activity with known,
reasonablemetrics or targets. SDG&E provides insufficient accounting to
document the costsrequested. Workpapers providing metrics for labor, such as

FTEs,are lacking. Supporting material lacks an accounting of basedata for the

303SDG&E T2 Ex-06at 93-94.
304 Cal Advocates T2 Ex-05-Rat 5.
305 SDG&E Opening Comments at 21-22.
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expense.SDG&E also doesn’t break down O&M expensessufficiently to
demonstrate whether existing resourceswere redirected to achieve the work or
whether additional labor was required. More specifically, SDG&E does not
provide basedata for the activity authorized in the last GRC, for the additional
amount of costrecovery requested, and the amount requested for development
of the WINGS model within Risk Assessmentand Mapping. In addition, SDG&E
does not demonstrate whether new employees were hired or whether existing
resourceswere redirected to achieve the work or whether additional labor was
required. As aresult, SDG&E’s request for recovery of additional costsfor

ResourceAllocation Methodology is denied.

12. Stakeholder Cooperation & Community
Engagement (SC&CE)

SDG&E partners with utility customers, elected officials, tribal nations,
nonprofit support organizations, first responders, and other public safety and
community partners and stakeholders to prevent and mitigate wildfires in its
service territory. SDG&E also identifies and communicates separately with
customers who have accessand functional needsin Tiers 2 and 3 HFTDs.306
During PSPSevents, communities depend on complete, accurate,and timely
information for their safety. Consequently, SDG&E provides information to
stakeholders to enable them to prepare to navigate the adversity of an
emergency, wildfire, or PSPSevent.307

Table 12

306 SDG&E T2 Ex-01-Rat 12-13,44-45.
307SDG&E T2 Ex-01-Rat 101.
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Stakeholder Cooperation and Community Engagement

Authorizations and Recorded Costs 2019-2022($000)

Initiative Auth. Actual Differential | Auth. Actual Differential
Capital Capital Capital O&M O&M O&M

Community ) ; - - $1,614 $1,614

Engagement

PSPS

Communication | - $15,809 $15,809 $1,096 $32,151 $31,055

Practices

Total - $15,809 $15,809 $1,096 $33,765 $32,669

12.1 Community Engagement

SDG&E developed a comprehensive wildfire safety communications and
outreach plan that provides information to the community prior to a PSPSevent,
thereby increasing emergency preparednessand community resiliency to
wildfires. This plan is implemented through outreach advisors, providing
webinars, Wildfire Safety Fairs, and working with the Wildfire Safety
Community Advisory Council (WSCAC) and the Energy Solutions Partner
Network. This network is comprised of nearly 200Community Based
Organizations, which help to disseminate information to multicultural,
multilingual, senior, special needs,disadvantaged, and Accessand Functional
Needs communities. The WSCAC is a forum that allows well-connected and
trusted community leadersto provide feedback recommendations and support
to SDG&E senior management and the Safety Committee of SDG&E’s Board of

Directors.308

308 SDG&E T2 Ex-01-Rat 102-103.
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For the 2019-2022period, SDG&E representsthat the Commission did not
authorize funding for this activity becauseit was unforeseen at the time of
SDG&E’s last GRC. SDG&E now requestsrecovery of $1.614million in O&M
costs(plus associatedindirect costs)basedon its actual costsrecorded in the
WMPMA. 30°

Although the Commission agreeswith SDG&E regarding the needto
provide information to stakeholdersto prepare the community for PSPSevents,
the Commission finds that SDG&E has not provided sufficient information to
evaluate the reasonablenessof its request. This includes failure to provide
adequate information on the number of FTEsemployed for this activity. It also
includes failure to provide adequateinformation on whether and how SDG&E
coordinated the amount requested here (to avoid duplication and inefficiencies)
with similar work in the category of Community Outreach, Public Awareness,
and Communication Efforts under Emergency Planning and Preparedness31©
SG&E hasfailed to meetits burden of proof. As aresult, SDG&E’s request for

recovery of this costis denied.

12.2 Communication Practices

SDG&E conducts PSPS-specificommunications in three phases:prior to,
during, and following a PSPSevent. In 2020,SDG&E expanded its public
education and outreach efforts associatedwith its PSPSCommunications Plan. In

light of COVID-19 considerations, SDG&E launched a PSPSVobile App called

309 SDG&E T2 Ex-01-Rat 102.
310 SDG&E T2 Ex-01-Rat 100.
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“Alerts by SDG&E.” This new tool enablescustomersto receive information
including, but not limited to, notifications, Community ResourceCenter
information with GPSdirections, and other real-time updates and safety
information related to PSPSactivities. SDG&E has also employed standard
communication channelsto promote 2-1-1service resources,including but not
limited to social media channels, broadcastand print media, and the SDG&E
News Center and website. Lastly, following a PSPSevent, SDG&E examines
communications and solicits customer feedback with the intent of refining and
improving communication efforts for the following year. Specifically, SDG&E
reachesout to customers, through formal surveys, to establish a baseline
awarenessof PSPS-relatedmessagingand communications at the beginning of
wildfire season.At the end of wildfire season,customers have beensurveyed
again to measure the effectivenessof public education efforts and
communications. 31

For this activity during the 2019-2022period, SDG&E representsthat the
Commission authorized $1.096million in O&M, and zero dollars in capital
expenditures. Basedon its actual costsrecorded in the WMPMA, SDG&E
requestsrecovery of $15.809million in capital expenditures and $31.055million
in O&M costs(plus associatedindirect costs)3!?

Cal Advocates recommends no ratepayer funding for the “Alerts by

SDG&E” application (app) basedon it being unnecessary,redundant, and

S11SDG&E T2 Ex-01-Rat 103-105.
812SDG&E T2 Ex-01-Rat 102.
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inconsistent with Commission directives. In support, Cal Advocates contends
that the County of SanDiego (County) had already established a county-wide
emergency notification systemknown as“AlertSanDiego.” The County’s alert
system sendsemergency notifications to every landline phone (listed or unlisted)
in the County aswell asto any cell phone, internet phone, or email that is
registered with the County. 313 Cal Advocates contends that the app thereby
fragments the emergency alert system into two separateentities, rather than
uniting them into one, pursuant to the objectives of the Commission’s direction.
In reply, SDG&E contends that development of the Alerts by SDG&E app
was prudent and reasonablefor several reasons.First, SDG&E notes that the
Commission directed utilities to integrate local governments in their
communication of de-energization notifications. 314 Second,SDG&E claims that
the app implements the requirements of D.19-05-042which compels utilities to
bear the “primary” burden of “initial” PSP3otifications, but allows use of
county notification systems“at their discretion.” 31®Third, SDG&E statesthat a
PSPSevent does not meet the criteria for a wireless emergency alert from the San
Diego County Alerts system and therefore, a PSPSapp alert does not duplicate
the county’s notification system.Fourth, PSPSnformation doesnot meetthe
criteria to be sentthrough the separate SanDiego County Emergency app

becausethe County systemis limited to notifications that provide information on

313Cal Advocates T2 Ex-02at 14.
314 Cal Advocates T2 Ex-02at 14, citing to D.19-05-042.
315SanDiego Reply Brief at 44 citing to D.19-05-042 Appendix A at A1-A2, A15-A16.
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emergency preparedness,response,and recovery activities, whereasa PSPS
event is not considered an emergency. Fifth, SDG&E statesthat its alert system
also needsto provide notification to Orange County customers. Sixth, SDG&E
claims that if the SanDiego County Alerts systemwas used to send SDG&E
messagesthen the associatedcost could be passedon to the ratepayers, further
supporting the reasonablenessof using an app-based system, which reducesthe
potential for ongoing, long term notification costs3'® Finally, on the issue of
whether the Alerts by SDG&E app is unnecessaryor redundant, SDG&E states
that not all of the costsin this cost category are correlated with development of
the Alerts by SDG&E app.3'’In its Opening Comments on the Proposed
Decision, SDG&E reiterates several of these points and adds more with citations
to the requirements of D.19-05-042ncluding that: 1) the costswere incurred to
broadly reach customers no matter where the customer is located and to deliver
messagingin an understandable manner; 2) the app strategy was reasonableto
satisfy Commission-imposed requirements at the time.3'8

The Commission has several concernsregarding the reasonablenessand
prudency of PSPSCommunications costs.The concernsare substantially based
on the limited information provided by SDG&E years after the development of

the “Alerts by SDG&E” app.

316 SDG&E T2 Ex-06at 40-42.
317 SDG&E T2 Ex-06 at 39-40.
318 SDG&E Opening Comments at 17-19.
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First, it appearsthat SDG&E overstatesthe requirements of D.19-05-042
regarding making initial notifications of PSPSevents.

Second,although SDG&E acknowledges its role in coordinating PSPS
notifications with local governments, the Commission finds that SDG&E fails to
provide any evidence that it sought the feedback of SanDiego and Orange
County governments and customers regarding PSPShotifications, especially
regarding costs.For example, afundamental consideration before unilaterally
deciding to develop an app would be whether communication through a
website, email, or texts to phone numbers might have sufficed rather than
requiring customers and residents to download an app, which continues to be a
suboptimal method of communicating such notifications.

Third, the Commission finds the claim that the development and
deployment of an app would save money to be wholly unsupported. That is,
SDG&E provides insufficient information regarding the costof the app separate
from other costsrequested, and fails to show cost savings. Further, a more
prudent coursewould have beenfor SDG&E to coordinate with stakeholders
regarding options for communications along with associatedcostsrather than
unilaterally incurring them.

Fourth, the Commission finds insufficient information regarding the
reasonablenessof SDG&E developing its own app, including the FTEsof the
annual O&M costs,relative to the costsof other tasksin this cost category.

Finally, although Cal Advocates appearsto acknowledge that not all the

costsin this category are tied to the app, SDG&E fails to state what portion of
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such costsare tied to the app.31° Considering all of the above, SDG&E's has not
met its burden to prove the reasonablenessof the costsrequested with no
alternative figure in the record. As aresult, this leavesthe Commission with little

choice but to deny the total request asunreasonable.

13. Labor and Indirect Costs along with Independent
Review by Ernst and Young

13.1 Additional Straight-Time Labor
In addition to SDG&E’s capital-related costs,SDG&E’s Track 2 request

includes costrecovery for additional total labor performed, including over 40
new FTEsto support SDG&E’s wildfire mitigation efforts.320Within the
additional total labor claimed, SDG&E includes new employeesin the following
areas®?!

35FTEswithin the Wildfire & Climate ScienceDivision;

17 FTEswithin the new Wildfire Mitigation Department
formed in mid-2019;

10 FTEswithin Emergency Management;

8 FTEswithin the Fire Science& Climate Adaptation
Department; and

5 FTEswithin the new Access& Functional Needs
Department.

The amount requested by SDG&E for the additional labor described above

is included in SDG&E'’s capital and O&M expenserequests.

319 Oral Argument Transcript Vol. 28 at 4763-4765SDG&E-T2-09,Attachment (O&M) B-2at 27,
Attachment B-16at 41.

820 SDG&E Opening Brief at 73-74.
821 SDG&E Opening Brief at 74-77.
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Cal Advocates recommends areduction in SDG&E’s capital request by
$10.899million and reduction in its O&M expenserequest by $25.107million.
This would remove costsCal Advocates saysare associatedwith straight-time
labor and executive labor because,according to Cal Advocates, SDG&E fails to
provide any analysis to substantiate that theserequested costsare incremental
and are not already being recovered in rates3??In support, Cal Advocates claims
that SDG&E failed to provide any data documenting new hires associatedwith
the work it claimed to be incremental in this application. Cal Advocates states
that SDG&E instead admitted that it was unable to identify the employeesor
hiring dates“as the employees charging labor to WMP-related activities do soon
an allocation basisand are not hired specifically for this purpose.” 323 Basedon
such information, Cal Advocates arguesthat "becausethe labor for those existing
positions is already embedded in rates from its prior GRC cycle, SDG&E'’s
reliance on supplemental contractors and overtime, and its redeployment of
existing employees, demonstrate that its straight-time labor is not incremental’
and should be removed from SDG&E’s request.3?4

In rebuttal, SDG&E claims that Cal Advocates misrepresents SDG&E’s
responsesto data requestsrelated to straight-time labor (in an attempt to argue

that SDG&E did not hire additional staff to implement its WMP), ignores

822 Cal Advocates Opening Brief at 7.
323 Cal Advocates Opening Brief at 7-8.

324 Cal Advocates Opening Brief at 8.
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evidence of new hires, and ignores testimony regarding accounting
procedures.®?° Cal Advocates does not address SDG&E's rebuttal testimony.

The Commission finds that SDG&E’s testimony provided sufficient
evidence of its capital and O&M labor costby WMP work categories,including
evidence of the new FTEsand accounting procedures discussedabove
unaddressed by Cal Advocates. The Commission is not persuaded to the
contrary by Cal Advocates. The Commission finds SDG&E’s request for cost
recovery for increasedand unforeseen responsibilities for wildfire safety, climate
science,PSPScommunications and awareness,and emergency response
discussedabove to be reasonableand incremental.

13.2 Employee Benefits

SDG&E requestscostrecovery for employee benefit costsit claims it
incurred in addition to the amount of employee benefit costsrelating to WMP
activities authorized in the 2019GRC. This requestis for $0.221million in capital
and $0.261million for O&M expensesassociatedwith theseadditional employee
benefits (such asevent tickets, cashawards, recognition awards, signing bonuses,
employee relocation, and gift cards).326

Cal Advocates arguesthat these costsare already embedded in rates
through the GRC and are redundant and unreasonable.In addition, Cal
Advocates assertsSDG&E acknowledged that it did not hire new employees or

create new positions to perform the work recorded in the WMPMA. As aresult,

825SDG&E T2 Ex-06at 21-22,citing to SDG&E T2 Ex-07 at 2-9.

326 Cal Advocates Opening Brief at 8-9; Cal Advocates T2 Ex-02at 9, citing to SDG&E’s response
to a data request.
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Cal Advocates concludes that the employee benefit costsrelated to those
employees should be removed becausethey cannot be incremental if the labor to
which they are associatedis not incremental.3?’

However, the Commission finds that SDG&E hired new employeesto
perform work recorded in the WMPMA. Sincethe Commission hasfound hiring
of new employeesto beincremental and the amount of these costsis not in
dispute, , the Commission finds SDG&E’s request for costrecovery for $0.221
million in capital and $0.261million for O&M expensesfor employee benefits to

be reasonable.

13.3 Indirect or Overhead Costs

Consistent with Commission precedent, SDG&E's request for cost
recovery includes indirect or overhead costsadded to both capital expenditures
and O&M direct costs.Theseinclude additional labor-related costs,such as
pension and benefits, incentive compensation plan (ICP), payroll taxes,contract
administration, small tools, and purchasing and warehouse. Other overhead
costs,such asengineering, department overheads, and administrative & general,
are added for capital work only. Suchoverhead costsare generally understood to
mean expensesthat are necessaryfor a businessto operate but that are not
directly related to the production of goods or services328

As discussedabove, various intervenors contestedthe direct costs

underlying SDG&E’s overhead costs,but did not contest SDG&E’s methodology

327 Cal Advocates Opening Brief at 8-9; Cal Advocates T2 Ex-02at 9, citing to SDG&E’s response
to a data request.

328 SDG&E Opening Brief at 78.
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for adding overhead costs.The Commission denies some of SDG&E’s direct
costs,however, and therefore adopts proportional reductions to SDG&E'’s

indirect costsbelow.

13.4 Dues
SDG&E requestscost recovery of $0.003million in capital and $0.218

million in O&M expensesfor dues relating to memberships in joint Investor-
Owned Utility (IOU) collaborative and other organizations including: the
International Wildfire Risk Mitigation Consortium (IWRMC); the California
Utilities Emergency Association (CUEA); and the SanJoseState University
sponsored Industry-University Cooperative ResearchCenter — Wildfire
Interdisciplinary ResearchCenter (IUCRC-WIRC). In addition, this costcategory
includes O&M coststotaling roughly $11,000for employee reimbursements
relative to professional licensing renewals and the capital payment for dues
relative to feespaid for engineering staff working on capital work and attending
technical conferences®?®

Cal Advocates recommends denial of this request becausesuch dues are
typically paid to organizations that engagein lobbying. 330

In response, SDG&E contends that the above costsare unrelated to any
lobbying activity. Instead, SDG&E claims that the activities support collaborative

researchwork in furtherance of safety objectives by sharing information, lessons

329SDG&E T2 Ex-06at 47-48.
330 Cal Advocates Opening Brief at 12.
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learned, and data, which may result in potential benefits in cost efficiencies and
reduction of overlapping work.

Professional membership costssuch asthe above may provide some value,
but that value must be demonstrated in eachrate case?*!In this case,the
Commission finds insufficient evidence of realized benefits from potential cost
efficiencies and reduction in overlapping work compared to costs.As aresult,
the Commission denies these costsconsistent with the denial of similar costsin
this proceeding.

13.5 Market Research
SDG&E requestscostrecovery of $1.056million in O&M expenses

associatedwith costsallocated to market researchbasedon the requirements of
OEIS'sWMP guidelines and Commission directives and orders implemented
through the De-Energization proceedings. To successfully implement PSPS
events, these guidelines, directives, and orders require PSPScommunications,
outreach, and ongoing awareness.For example, SDG&E personnel participate in
monthly meetings during high fire seasons.Thesemeetings provide ongoing
updates on utility activities to support PSPSotifications, outreach, and
collaboration with community safety partners. The meetings also address critical
infrastructure resources,including educating the Communication Infrastructure

Providers on the call to understand their needsduring PSPS33?

331D.24-12-074at 771.
332SDG&E T2 Ex-06at 25-26.
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To support PSPScommunications and awareness,SDG&E performed
market researchto better understand customer needsand tailor PSPSalerts. For
example, SDG&E conducted surveys committed to educating customers year-
round about wildfire safety, preparedness,and PSPSevents. SDG&E leverages
more than 20 diverse communications platforms to reachthe public. Someof
them include hyperlocal social media messaging,in-community signage and
mobile marquees, and a dedicated Spanish media team, to name a few.333

Cal Advocates arguesthat rate recovery for such market researchis
inappropriate becausel) it doesnot focus on distribution assetsor facilities in a
Tier 2 or Tier 3HFTD, and 2) SDG&E received ratepayer funding through the
revenue requirement track of the GRC to support market researchactivities. 334

In response, SDG&E notes that theseactivities were in support of SDG&E'’s
WMPs and wholly unforeseenin SDG&E’s TY 2019GRC, asthe PSPS
requirements evolved after SDG&E’s GRC decision. The Commission agrees.Cal
Advocates provides no authority for its criteria for costrecovery. Nor does Cal
Advocates address SDG&E'’s points.

The Commission finds that the market researchactivity described above is
required by both OEISand Commission directives and is necessaryfor the
successfulimplementation of PSPSevents (to prevent fires and protect the
public). Thesecostsare both reasonableand incremental (since they were not

authorized in the last GRC).

333 SDG&E T2 Ex-06at 25-27.
334 Cal Advocates Opening Brief at 9; CA T2 Ex-02at 10-11.
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13.6 Ernst & Young Report
SDG&E retained Ernst & Young (E&Y) to independently review a

sampling of the $2.2billion in wildfire mitigation costsSDG&E incurred in 2019-
2022and booked to the WMPMASs for the purpose of evaluating whether they
were incremental and reasonable3*>E&Y tested approximately $405million of
the $2.2billion in total incurred costs.As aresult, E&Y identified items totaling
approximately $0.8million (extrapolated to $2.6million) that were not properly
evidenced for inclusion in the WMPMA for the following reasons:Non-
incremental, Does Not Align to Contract, Contract Not Reasonable/Prudent,
Contract Out of Scope,Contract Transmission, Trip to Unrelated City,
Transmission instead of Distribution, and Events/Tickets Unrelated to PSPS
Events. SDG&E has agreedto forgo seeking E&Y’s full extrapolated amount of
$2.6million in its requestfor recovery in this proceeding.33¢

In addition to the adjustments identified by E&Y, SDG&E identified
additional electric O&M costsof $1.4million that have beenremoved from the
costsbeing requested .33’ Thesereductions result in the revised WMPMA electric
undercollection revenue requirement shown in Appendix C.338

Cal Advocates contends that E&Y’s analysis includes uneven category
sampling and skewed extrapolation and recommends a different method of

determining the number of costsimproperly included in the WMPMA. E&Y

335 SDG&E Reply Brief at 64.

336 SDG&E Reply Brief at 66.

337 SDG&E Opening Brief at 88, citing to SDG&E T2 Ex-02-Rat 16.
338 SDG&E Reply Brief at 64-67.
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identifies $0.745million or 89.76%of its $0.830million recommended exclusion
astransmission-related. Of the $0.745million in transmission-related costs,the
O&M portion is $0.239million (or 32%)and capital is $0.506million (or 68%).
Cal Advocates then usesthe 89.76%ratio of improperly evidenced transmission
costsand comparesthis rate of occurrenceto the total population of coststo
extrapolate $9.128million in unsupported costsrelated to transmission assets.
Cal Advocates contends that this method provides a more accurateway to
estimate improperly evidenced costsand recommends that $9.128million be
removed from SDG&E’s rate recovery requestin the Asset Management and
Inspections work category.

SDG&E claims that Cal Advocates’ argument, that E&Y’s exclusions
relating to transmission should be extrapolated to $9.128million, should be
rejectedfor its lack of statistically valid support and failure to take into account
the expanded procedures E&Y performed to addresstransmission costs33°as
detailed further in rebuttal testimony.3°The Commission agrees.

The Commission finds insufficient support for Cal Advocates’ claim that
E&Y’s analysis includes uneven category sampling and skewed extrapolation,
and that Cal Advocates’ extrapolation method is more accurate according to
professional statistical and accounting standards. Accordingly, the Commission
finds that $2.6million in costs,asdiscussedabove, were not properly included in

the WMPMA. In addition, within 90 days of the effective date of this decision,

339 SDG&E Reply Brief at 66, footnote 216.
340SDG&E T2 Ex-07 at 18.
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SDG&E shall file a Tier 1 Advice Letter verifying that SDG&E removed $1.4
million in additional electric O&M costsfrom the costrecovery requested.

13.7 Proportional Reductions to Indirect Costs

SDG&E’s request for costrecovery includes indirect or overhead costs
associatedwith direct coststhat are necessaryfor a businessto operate but are
not directly related to the production of goods or services.Indirect costsinclude
labor-related costs(including pension and benefits, incentive compensation plan
(ICP), and payroll taxes),contract administration, shop order, small tools, and
purchasing and warehouse. Other overhead costs,such asengineering,
department overheads, and administrative & general, are added for capital work
only. 34!

Basedon the Commission’s adopted reductions to direct costs,the
Commission reduces costrecovery for indirect costsproportionally to the
amount of the reductions for direct costs.The proportional deductions to indirect
costsare shown in Appendix B. The Commission finds thesedeductions to
indirect costsproportional to the reductions to direct coststo be reasonableand

adopts them.

14. Recovery of the Total Undercollected Revenue
Requirement For Authorized 2019-2022 WMPMA
Recorded Costs and Forecast for 2023-2027

The sectionsabove determine the total authorized O&M expensesand
capital expenditures for the 2019-2022period. This section determines remaining

components of the total revenue requirement requested by SDG&E for this

341 SDG&E Opening Brief at 77-79;CA Ex-04.
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period. The remaining components of the revenue requirement are the
depreciation, taxes,and return on rate baseaccording to the following revenue
requirement (RRQ) formula:

RRQ =[Expenses+ Depreciation + Taxes+ (Rate of Return x Rate Base)]34?
The total amount of undercollected revenue requirement SDG&E requestsis
$774.7million for the 2023-2027period. The depreciated capital captures the
recovery of capital on an annual basisover the life of eachasset.With the
exception of the rate of return, the three capital-related costs(depreciation, taxes,
rate base)were not addressedin Track 1 of this proceeding becausethe
associatedcostsare determined in this track. The revenue requirement below is
basedon the rate of return (ROR) of 7.55%adopted for 2020-2022343 SDG&E
shall usethe ROR adopted for eachyear to calculate the return on rate basefor
years 2023-2027.

SDG&E requestsrecovery of the three costsin the tables below for electric

WMP and gasassetsnet of already authorized (interim) revenues 34

Table 14A
Ongoing Electric O&M, Capital, and Related Costs for Projects Put Into
Service Between 2019-20224

342D.24-12-074at 21-22;D.20-01-002at 8-10.
343D.19-12-056at 2.

344 This is consistentwith the Commission’s ruling in PG&E’'s GRC with respectto balances
recorded to a memorandum account pending areasonablenessreview. SDG&E Opening Brief
at 89.

345 SDG&E T2-02RAppendix 7.
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WMP Electric Costs
($in millions)
Actuals Forecasts
5/30/201%t0 202310 2027 Totals
Track 2 (2019-2022) 12/31/22
Authorized Revenues (244.8) (53.1) (297.9)
o&m 427.4 0.0 427.4
Capital Related Costs 188.2 807.3 995.5
Interest @3 month CP rate 5.6 0.0 5.6
Totals 376.4 754.2 1,130.6
Table 14B

Ongoing Gas O&M, Capital, and Related

Costs for Capital Projects Put Into Service Between 2019-202246

WMP GasCosts
| ($in millions)
Actuals Forecasts
5/30/201%9to 202310 2027 Totals
Track 2 (2019-2022) 12/31/22

Authorized Revenues (10.0) 0.0 (10.0)
o&M 7.1 0.0 7.1
Capital Related Costs (0.7) 20.6 19.9
Interest @3%/ month
(Commercial Paper rate) 0.1 0.0 0.1
Totals (3.7) 20.6 16.9

Cal Advocates, PCF,and SBUA assertthe forecast costsfor 2023-2027
cannot be approved here. For example, Cal Advocates recommends that these

costsbe reviewed separately in a future proceeding becauseit contends that it is

346 SDG&E T2-02RAppendix 7.
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currently not possible to determine the incrementality or reasonablenessof these
future costs,or their appropriateness for ratepayer funding, without a complete
showing and adequate supporting documentation of the recorded costs.
According to Cal Advocates, these costsshould be subjectto their own
reasonablenesgeview at alater date when SDG&E can produce the necessary
supporting documentation such astime records, journal entries, and invoices for
subcontractors.34’

PCFcontends that SDG&E's request for capital-related revenue
requirements for 2023-2027for WMP spending encompassesspending for years
that are outside the scopeof Track 2 of the Scoping Memorandum published in
this proceeding.34®

Similarly, SBUA contends that SDG&E’s Track 2 application and testimony
do not meaningfully discussthe programs or activities over the 2024-2027%eriod,
nor how the costsassociatedwith them should change over time, and assume
that future capital projects will be put into service asplanned.34°

In reply, SDG&E addressesthe intervenors’ arguments asfollows. First,
SDG&E statesthat the “ongoing” capital-related costsare not new costs;nor do
they support new assets.Rather, the capital-related costsare the depreciation,
taxes,and the return on rate base.As aresult, SDG&E statesthat there are no

new invoices or time records to support thesecosts,asthe capital projects have

347 Cal Advocates Opening Brief at 50.
348 PCF Opening Brief at 67-69.
349 SBUA Opening Brief at 18-19.
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already beenplaced in service during 2019-2022As such, SDG&E statesthat
ongoing costswill not change over time. Second,SDG&E statesthat the ongoing
capital costsare within the scopeof this proceeding becausethey are directly tied
to costsrecorded to the WMPMAs for 2019-2022and request for recovery of
them in this track is consistentwith Commission directives.3%°

In its Opening Comments, SDG&E requestscorrection of what appearsto
be the omission of interest on the undercollected revenue requirement for the
authorized time period. SDG&E statesthat its approved WMPMA preliminary
statement includes the recording of interest at the three-month commercial paper
rate, and SDG&E should similarly be authorized to collect interest expensefor
costsauthorized in afinal decision. SDG&E claims this interest rate is the
standard for undercollections and is a tangible financing costborne by SDG&E.

SDG&E’s approved preliminary statementfor its WMPMA statesthat an
“entry equal to the interest on the average of the balanceat the beginning of the
month and the balancein this account after the above entries, at a rate equal to
one-twelfth of the interest rate on three-month nonfinancial Commercial Paper
for the previous month, asreported in the Federal ReserveStatistical Release,
H.15, or its successorpublication.” 351

SDG&E is authorized to recover interest accrued on the undercollected

revenue requirement through years 2026and 2027via a Tier 2 advice letter. In

350 SDG&E Reply Brief at 68-70.

351SDGE_ELEC_ELEC-PRELIM_WMPMA, “Wildfire Mitigation Plan Memorandum Account
(WMPMA)” Preliminary Statement,available from
https://tariffsprd.sdge.com/sdge/tariffs/?utilld=SDGE&bookld=ELEC&sectld=ELEC-PRELIM.
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the advice letter, SDG&E shall (1) propose an amortization period and any
accrued interest from that amortization (per the WMPMA Preliminary
Statemen®®?); (2) include annual accrued interest from approved 2019-2025
amortized balancefor the respective year; and (3) include associatedbill impacts,
to be effective at the beginning of years 2026and 2027.However, the
Commission finds it reasonableto suspend the accrual of interest on recorded
drone inspection and repair costsbecauseit’s not reasonablefor SDG&E to
accrue memorandum account interest causedfor any costauthorization delayed
by SDG&E’s inadequate showing. As a result, the accrual of interest on recorded
drone inspection and repair costsis suspended effective January 15,2026.This is
consistentwith the scopeof Track 3 of this proceeding for delayed PSEPcost
determinations 3°3and the recommendation made by TURN. 3%

Considering all of the above, the Commission finds that a separate
proceeding to determine the authorized ongoing electric costsrecorded to the
WMPMA for 2019-2022that are forecastto continue over 2023-2027is
unnecessary.This is reasonablebecausethe annual depreciation, taxes,and
return on rate basefor approved WMPMA capital costsover 2019-2022are
determined in the Results of Operation Model for 2019-2022and also for 2023~
2027 (just asthey were for Track 1). Here, in Track 2, they are basedon the totals

for the 2019-2022period. Thesecostsare shown in the table below and detailed

352 |bid.

353 Assigned Commissioner's Amended Scoping Memo and Ruling for Track 3 dated March 12,
2025at 3.

354TURN Opening Comments at 5.
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in Appendices A, B, and C, along with the Results of Operations Modeling
Resultsfor Track 1. The total requested undercollection of O&M is $434million
and the total undercollection of capital expenditures is $1,015million, lessthe
2019authorized GRC revenue requirement of $308million, results in atotal
requested undercollection of $1,141million for both electric and gas3%° The total
undercollection of capital expenditures is determined by reducing SDG&E’s total
request of $1,188.37million 3¢ by the amount of direct costreductions shown in
Appendix B, totaling $213.700million and $28.766million in indirect cost
reductions, totaling $242.466million in capital costreduction. 3% They are within
the scopeof Track 2, reasonable,and incremental. The revenue requirements
requested for 2023-2027with supporting documentation (e.g.,time records,
journal entries, invoices) are not needed to determine reasonablenessfor
ratepayer funding becausetheserevenue requirements are basedon what has
beenfound reasonablefor 2013-2022.

The total amount of authorized undercollected revenue requirement for
electric O&M and capital-related costsfor capital projects placed into service
between 2019-2022determined by the Results of Operation Model is $707.210
million. The undercollected revenue requirement for 2019-2022is $131.752
million and $575.459illion for 2023-20273% The 2019-2027total revenue
requirement is $1,005.144million, including interest, and lessthe TY 2019GRC

355 SDG&E T2 Ex-02R.
356 SDG&E T2 Ex-02R.
357 Appendix B Cost Reduction Summary.

358 Appendix C Results of Operations Model (Electric).
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authorized revenue requirement of $297.934million. 3°° For electric coststhis is a
reduction of $423.417million from the amount requested of $1,130.627illion
with interest (shown in Table 14A above). The calculation for this amount is
shown in Appendix C and summarized in Table C-1 below. As discussedin
Section 15, SDG&E is authorized to recover the under-collected amount over a
three-year period.
Table C-1
Authorized Total Undercollected Revenue Requirement of Electric

O&M and Capital-Related Costs for Capital Projects Put into Service Between

2019-2022
WMP Electric Revenue Requirement
| ($in millions)
Actuals Forecasts
5/30/2019to 202310 2027 Totals
Track 2 (2019-2022) 12/31/22
Authorized Revenues (244.8) (53.1) (297.9)
o&M 222.2 (0.9 2221.3
Capital Related Costs 152.8 629.4 782.3
Interest @3%/ month CP rate 1.5 - 1.5
Totals 131.8 575.4 707.2

For ongoing gas capital-related costsfor capital projects put into service
between 2019-2022,SDG&E requests $16.9million, which is calculated in

testimony. 360 A separateproceeding would also be unnecessaryto review

359 Appendix C Results of Operations Model (Electric).

360 Table 7 reflects Table 5 from Ex. SDG&E-T2-02R(Gentes)at 8, modified to reflect the E&Y
adjustments discussedin SectionlV(G)(3) above to reduce SDG&E's request for recovery. See
Ex. SDG&E-T2-11;SDG&E Opening Brief at 91.
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SDG&E's request for ongoing capital costsfor gasprojects,2but in the Proposed
Decision the Commission found that SDG&E had failed to meetits burden of
proof to demonstrate their connection to wildfire mitigation costsand denied
such costsasunsupported. In Sempra’s Opening Comments on the proposed
decision, SDG&E statesthat the requested $16.9million is basedon an allocation
of costsfor SDG&E’s Distribution Communication Reliability Improvement
Program (DCRI)3%?basedon an allocation processapproved in the decision
approving SDG&E's last GRC 353 The last GRC does not contain the rules for
allocating revenue requirement that may be in Preliminary Statement.As such,
SDGA&E fails to explain what the DCRI program is, how any allocation method is
implemented, and how SDG&E arrived at $16.9million. In the alternative,
SDG&E proposesthat if the Commission finds that segmentation, in this case,is
inappropriate, the Commission should authorize these costsallocated 100%to
electric customers becausethe Commission found the direct coststo be
reasonable.The Commission also finds this requestto be unsupported and
denies this request.

PCFand other intervenors recommend denying SDG&E’s request for
capital-related revenue requirements for its 2023-2027.This recommendation is

basedon the contention that such costsare out of scopebecausethe requestis

361 SDG&E T2 Ex-02,Appendix 4, Wildfire Mitigation Plan Memorandum Account (WMPMA) -
GasAccount # 1150745 (2190351) Appendix 6.

362SDG&E T2 Ex-01Rat 58-59.
363D,19-09-051at 601,606-607;SDG&E Opening Comments at 24-25.
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basedon spending that occurred after the 2019-2022period of costs,and the
request lacks sufficient support. 364

We rejectthis argument becauseSDG&E'’s requestis for undercollected
revenue requirement that results from components of the rate formula that are
only associatedwith costsauthorized during the May 2019through December
31,2023time period. When these costswere placed in service s also evident
throughout the record of this proceeding. When the capital costsauthorized for
the 2019-2022period are authorized, the Commission also authorizes the
revenue requirement, including the depreciated capital and other associated
costs,that are partly recovered through 2027.Finally, the determination and
financing of undercollected revenue requirement is also part of SDG&E’s
regulatory account proposal and includes the manner by which authorized costs
are recovered in rates, asnoted in the October 3, 2022Scoping Memorandum
governing this proceeding. Accordingly, this recommendation is not adopted.

15. Undercollection Financing

The amount of undercollected revenue requirement associatedwith 2019-

2022capital expenditures accruesannually in the amounts shown in the table

below:
Table 15%6°
WMP Electric Costs
($in millions)
Track 2 (2019-2022) 2019 2020 2021 2022
Authorized Revenues (88.7) (73.7) (82.4)

364 PCF Opening Brief at 67-69;PCF Opening Comments at 22-23;SBUA Reply Comments at 6.

365 Appendix C Results of Operations (Electric).
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o&M 80.7 59.4 82.1
Capital Related Costs 11.3 40.6 100.9
Interest @3 month CP rate (0.16) .00

Total Cost by Year 91.9 100.0 184.6
Activity by Year 3.1 26.3 102.3
Accumulated Undercollection 3.1 29.4 131.7

SDG&E proposesto submit a securitization request for the remaining
undercollected electric WMPMA balance after the issuanceof this decision.3%¢
SDG&E makesthis proposal due to the significant amount of money to be
collected and the rate shock that ratepayers might otherwise experienceif
recovered over a short period.

The Commission has already authorized the interim collection of some
WMPMA costsin rates. As aresult, SDG&E has collected $193.8million in 2024
and $96.1million in 2025,for atotal over the two years of $289.9million. 367 After
subtracting the amount authorized for interim relief, the remaining balancethat
may be recovered is $416.575million 368 for 2019-2027.

SDG&E presentsand comparestwo scenariosfor paying for the
undercollected balance of the electric WMPMA. The first is athree-year
amortization of the undercollected balance.The secondis a proposal to securitize
the undercollected balanceover a 10-year period. 3¢° SDG&E claims that the

10-year securitization proposal supports affordability by: 1) avoiding a

366 SDG&E Opening Brief at 92.
367D.24-02-0100rdering Paragraph 1 at 22.
368 SeeAppendix C Total Revenue Requirement table for Electric and Gas.

369 SDG&E Opening Brief at 96-97.
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substantial near-term rate increaseby reducing the amount atypical non-CARE
residential customer would pay by more than half between 2026-2028;2)
smoothing customer bill impacts over 10years;and 3) reducing the overall costs
for CARE and FERA customers3’°As aresult, SDG&E outlined a proposal to
securitize total undercollected costsover a 10-year period in more detail and
requeststhat the Commission expresssupport in this proceeding for SDG&E
pursuing a subsequentsecuritization application 2’1in accordancewith Pub. Util.
Code Section850etseq

TURN supports the concept of addressing the adverse impacts that
recovery of wildfire mitigation costswill have on rate affordability. TURN
recommends that the Commission provide guidance to support a well-
constructed securitization proposal consistentwith prior decisions and TURN-
identified deficiencies. TURN identified several deficiencies. First, TURN
recommends that SDG&E only be permitted to securitize capital expenditures
and capital-related costs.In support, TURN saysthe proposed securitization
would not achieve a lower-cost financing for the O&M expensesbut instead,
would result in additional financing and related coststo the amount ultimately
collected from ratepayers3’2TURN correctly notes that the Commission has

disfavored securitizing O&M expensesdue to the higher financing costsand

370 SDG&E Opening Brief at 93.
3711 SDG&E Reply Brief at 80.
32TURN Opening Brief at 29-31.
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ratesthat result in the later years due to securitization of O&M expenses,rather
than relying on more traditional ratemaking.3"3

Second, TURN notesthat SDG&E intends to seekapproval of its
securitization proposal within the 120-day statutory timeline. 374 This will make it
very difficult for intervenors to reasonably understand and addressthe proposal.
Thus, TURN recommends that the Commission direct SDG&E to include, with
its initial securitization application and supporting materials, a showing that
includes the data and calculations necessaryto permit a meaningful and timely
consideration of the utility’s proposal and alternatives,®’*including those
described below.

TURN opposes SDG&E's proposal to securitize a portion of its total
undercollected capital revenue requirement over a 10-year period, rather than
the capital expenditures themselves.In support, TURN saysdoing sowould not
achievereduced coststo benefit ratepayers 376

TURN also recommends that the Commission follow the path of SCEand
PG&E and seeksecuritization tied to SDG&E’s $215million share of the $5
billion of capital expenditures for which AB 1054denied an equity return. In
support of this recommendation, TURN claims that if SDG&E securitized the
undepreciated balanceasof the start of 2026and achieved present value savings

of even 50%,the Commission could reasonably estimate present value savings of

873D.21-10-025at 27-29.

874 Pub. Util. Code Section850.1(9).
S’5TURN Opening Brief at 24-26.
376 TURN Opening Brief at 32.
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approximately $85million, or more than double the amount SDG&E calculates
from its proposal.2””UCAN supports TURN’s recommendations.37®

PCFopposes SDG&E's entire request along with its securitization proposal
asunjustified and unreasonable.In particular, PCFopposes SDG&E'’s proposal
to securitize O&M expenses3’®

In reply, SDG&E recommends that the Commission require SDG&E to file
a securitization application without providing the guidance recommended by
TURN. SDG&E opposesthis additional guidance for several reasons®First,
SDG&E contends that TURN’s proposal to require SDG&E to securitize its
capital expenditures and forego its resulting revenue requirement, including its
rate of return, imposes unconstitutional requirements.38?

Second,SDG&E statesthat it calculated the impact of securitization both
including O&M and excluding O&M, with those expensesrecovered over a 1-3
year period. As aresult, SDG&E statesthat most of SDG&E's WMPMA O&M
balancewill berecovered through interim relief. In addition, SDG&E statesthat
although the difference is relatively marginal, SDG&E does not believe that the
small overall revenue requirement savings resulting from amortizing O&M is

worth the additional increasein customer bills for 2026-2028,and it would result

S77TURN Opening Brief at 37-38.
378 UCAN Opening Brief at 10-13.
379 PCF Opening Brief at 69-71.
380 SDG&E Reply Brief at 80.

381 SDG&E Reply Brief at 71-73.
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in additional costsfor CARE and FERA customersin 2026-2028compared to
securitizing the remaining electric WMPMA balanceover 10years 382

Lastly, SDG&E claims that TURN'’s recommendations unconstitutionally
seekto deny SDG&E revenue requirement recovery that it is entitled to recover
for capital expenditures.

The question before the Commission is whether SDG&E’s proposal to
securitize 10years of SDG&E’'s WMPMA electric undercollection is the best
option for customers compared to other recovery methods and periods. The
Commission declinesto rule on a securitization order without information that
would accompany afinancing application.

The Commission first considers the amount of undercollected revenue
requirement that is currently owed before authorizing a mechanism for
collecting the 2026and 2027revenue requirements owed in years 2026and 2027.
After deducting the amount authorized for interim relief of $193.8million in 2024
and $96.1million in 2025,the amount undercollected through the end of 2025
that may be collected through amortization is $177.458million. In addition,
SDG&E may collect the 2026and 2027revenue requirement in rates at the
beginning of those years 383

Appendix D in the Proposed Decision shows the bill impacts of amortizing
the 2019-2025undercollected amount over three-year and six-year periods. The

difference between the bill impacts for a six-year versus a three-year

382 SDG&E Reply Brief at 76-79.

383 SDG&E shall update the 2026and 2027revenue requirements with the authorized rate of
return approved in the costof capital proceeding.

-164-



A.22-05-015 et al. ALJ/JOR/hma

amortization period is lessthan 1% for an average non-CARE customer on
January 1, 2026.With athree-year amortization schedule,the average bill
increases$3.31or 3.1%to $110.31per month for CARE customers and $5.090r
2.94%t0$178.09per month for non-CARE customers. Theseestimated bill
impacts are basedon the data in the Proposed Decision, which has changed
slightly due to the changesmade in this decision. The Commission finds that the
Proposed Decision data provides a sufficient estimate of bill impacts to
determine the amortization period.

Considering the additional financing costand monthly bill impacts, the
Commission finds amortization of the amount of $177.458million over athree-
year period to be reasonable.This increaseis reasonably necessaryto finance the
cost of mitigations to prevent wildfires and to maintain the safety and reliability
of SDG&E'’s electrical service system. The Commission does not consider the
parties’ arguments further becausethey do not consider the impact of the
disallowances and the interim rate relief in reducing the lower authorized
revenue requirement.

SDG&E shall request recovery of the balance of the undercollected revenue
requirement through years 2026and 2027of $239.117million through aTier 2
Advice Letter. In the Advice Letter, SDG&E shall propose an amortization period
and associatedbill impacts, to be effective at the beginning of years 2026and
2027.In the alternative, SDG&E may file an application to securitize the
WMPMA costsapproved by this application lessthe amount recovered through

interim rates.

-165-



A.22-05-015 et al. ALJ/JOR/hma

16. Timing of Applications
PCF contends that SDG&E’s filing of its application for recovery of 2019-

2022WMPMA costsin this GRC application five years after the costswere
incurred is untimely in violation of Pub. Util. Code Section8386.4,and made
PCF'sreview unreasonably difficult. As aresult, PCFarguesthat SDG&E should
be held accountable for the consequencesof the delay which made review
extraordinarily difficult for all parties and the Commission.384

In reply, SDG&E contends that it complied with statutory requirements
and Commission directives. Furthermore, SDG&E argues that the timing of its
filing allows for a complete review of all GRC authorized costsover the rate case
period to allow a comprehensive understanding of incrementality. 38°

Pub. Util. Code Section8386.4specifiesthat utilities may seekrecovery of
incremental WMP coststhrough two approaches: (1) the utility’s General Rate
Case;or (2) a separateapplication filed at the end of the time period covered by
the applicable three-year WMP. However, SDG&E notes that the Commission
hasrecognized that the statute defers all consideration of costto the GRC 38 This
is correct. The GRC following SDG&E’s incurring of wildfire mitigation costsin
2019,and subsequentyears, is this GRC proceeding. In this proceeding, the
Scoping Memorandum established this track to review the reasonablenessof

WMP costsincurred during the 2019-2022period.

384 PCF Opening Brief at 17-18.
385 SDG&E Reply Brief at 50-51.

386 SDG&E Reply Brief at 50, citing to D.19-05-036at 21; Pub. Util. Code Section8386.4(b)(1)
statesthat “[tthe commission shall consider whether the cost of implementing eachelectrical
corporation’s plan is just and reasonablein its general rate caseapplication.”
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While it might have beenmore reasonableto review 2013-2022WMP costs
prior to reviewing the Test-Year2024WMP forecastsin this GRC, that was not
practicable given that this GRC application was required to befiled in May 2022.
Consequently, the Commission finds that PCFfailed to demonstrate the timing
of SDG&E’s request for WMPMA costrecovery for the 2019-2022period to be
improper.

In a subsequentproceeding, the Commission will review SDG&E’s
wildfire mitigation costsafter 2023.As provided in Pub. Util. Code Section
8386.4 this can bein the next GRC or a separateproceeding. If this is done in the
next GRC (Test Year 2028),a review of wildfire mitigation costswill be better
informed by receiving SDG&E’s wildfire mitigation costsfor years 2024and 2025
before SDG&E files its next GRC. SinceSDG&E’s next GRC will befiled in 2026,

SDG&E’s application for recovery of wildfire costsfor 2026shall wait until

SDG&E’s next GRC.
17. CPUC/OEIS 2021 Audit and Other Issues Raised by
PCF

On December 15,2021,0EIS published the CPUC/OEIS 2021performance
audit of SDG&E’s Wildfire Mitigation Plan Expenditures (CPUC/OEIS 2021
Audit or “the Audit” or “the Crowe Audit”) recorded to SDG&E’s WMPMA
during the 2019-2020period. PCFrecommends that the Commission verify that
SDG&E hasthoroughly addressedand complied with the CPUC/OEIS 2021
Audit’s findings and recommendations before it approves any of the 2019or
2020spending at issuein this proceeding. Further, PCFhighlights the following
two conclusions of the CPUC/OEIS 2021 Audit: 1) in 2019and 2020,SDG&E
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underspent $240million of GRC authorized funds and instead recorded those
funds to incremental accounts;and 2) becauseSDG&E’'s WMP cost categoriesdid
not align with its 2019GRC cost categories, it was difficult for the auditors to
assesghe incrementality of SDG&E’s wildfire mitigation costs38’

With regard to the first finding, the Audit recommends that, in any case
where the 2019GRC-authorized projects were not completed, SDG&E should not
be allowed future recovery of any incremental wildfire expenditures from 2019
to 2020that were funded asaresult of SDG&E deferring and never completing
GRC-adopted projects or activities. 388

In reply, SDG&E concludes that the Commission should find that SDG&E
has complied with any and all of the Crowe Audit recommendations and
provided its WMPMA costsat athorough and reasonablelevel of detail for
facilitating review.389With regard to the Audit's finding regarding
underspending, SDG&E statesthat it presented evidence that, since the time
period covered by the Crowe Audit, SDG&E hasoverspent its 2019GRC
authorized amounts.2*°*Whether that is true or not, the Commission does not find
the Crowe Audit findings and recommendations to be directly relevant to this
proceeding for the following reasons:1) the Crowe Audit's first recommendation
pertained to SDG&E's WMPMA balancebefore it authorized SDG&E'’s 2021

Interim Relief Application, not the specific issuesin this case;2) the Crowe Audit

387 PCF Opening Brief at 32-33.
388 PCF Opening Brief at 34.

389 SDG&E Reply Brief at 55-64.
390 SDG&E Reply Brief at 56-61.
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reflects SDG&E’s WMP costsas of December31,2020,and includes costs
incurred from Januaryto May of 2019,not a complete picture of SDG&E’s Track
2 request.

With regard to the misalignment between SDG&E’'s WMP cost categories
and its 2019GRC cost categories,the secondrecommendation of the Crowe
Audit reflected that “the timing of the 2019GRC and the implementation of the
WMP did not allow for complete alignment between the two documents.” As a
result, “alignment [of WMP and GRC reporting] would not be possible until the
requirements of the WMP are updated in the next GRC cycle.”3°1 To addressthis
misalignment, the ALJsin this proceeding required SDG&E to provide
supplemental evidence to map the costsincurred for SDG&E’'s WMP cost
categoriesand its 2019GRC cost categoriesfor the purpose of assessing
incrementality.

PCFalso arguesthat SDG&E’s request for costrecovery should be denied
due to spending discrepanciesamong SDG&E’s WMPs, WMP Updates, and
SDG&E's testimony. 3°2In reply, SDG&E contends that there are no cost
discrepanciesat issue to resolve because:1) the discrepancieswere explained in
testimony; 2) SDG&E'switness explained that the tables were accurate at the
time they were submitted; 3) “there could have beenupdates since that time and
the time SDG&E prepared the Track 2 testimony;” 4) adjustments could have

been efforts to correct errors, or reflect progress that was made in various

391 SDG&E Reply Brief at 62.
392PCF Opening Brief at 23-31.
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categoriesof work; and 5) SDG&E testimony has beenthe subject of more
thorough review.

Whether thesediscrepanciesare material or not, the Commission resolves
them above in its review of requestsfor recovery specific to eachcost category,
some of which have beendenied. In sodoing, the Commission notesthat the
WMP review processdoes not address costrecovery, and the Commission
primarily reviews the evidence of costsprovided in this proceeding where it is
accorded more evidentiary weight than in WMPs.

18. Conclusion

In responseto legislation mandating the reduction of wildfire risk, SDG&E
made investments in wildfire mitigation during the 2019-2022oeriod to ensure
the health and safety of its electrical system. The Commission finds most of these
coststo have been effective in reducing wildfire risk and to be reasonable.But
the Commission finds approximately 30 percent of such coststo be unreasonable.
In the future, the Commission expectsSDG&E to consider making additional
investments in wildfire mitigation programs, but such investments will require a

greater showing that they are just, reasonable,and cost-effective.

19. Procedural Matters

This decision affirms all rulings made by the ALJs and the assigned

Commissioner in this proceeding. All motions not ruled on are deemed denied.

20. Comments on Proposed Decision

The Proposed Decision of ALJ JohnH. Larsenin this matter was mailed to
the parties in accordancewith Section311of the Public Utilities Code and

comments were allowed under Rule 14.30f the Commission’s Rules of Practice
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and Procedure. Comments were filed on December4, 2025by SDG&E, Cal
Advocates, TURN, PCF,and UCAN, and reply comments were filed on
December9, 2025by SDG&E, Cal Advocates, TURN, PCF,and SBUA.

Pursuant to Rules 14.3(c)and 14.3(d),comments are required to focus on
factual, legal, or technical errors in the Proposed Decision or the comments of the
other parties with specific referencesto the record or applicable law. Comments
that failed to do sowere accorded no weight. Parties provided helpful and
extensive comments on awide range of issues,and all comments were
considered carefully. In responseto comments, the Proposed Decision has been
revised to correct errors, clarify the decision, maintain consistency,and update
the revenue requirement.

In its Opening Comments, SDG&E claims that the Proposed Decision errs
by disallowing costsbasedon cost-effectivenessstandards that were issued or
adopted after SDG&E incurred those costsin the 2019-2022timeframe.3% The
decision has beenclarified to correctly state the cost-effectivenessstandard
within the prudent manager standard in effect prior to 2019.This was the
standard applied in this decision. Other areasof the decision have beencorrected
to clarify how the conclusionsin this decision were basedon the prudent
manager standard in effect prior to 2019,not basedon any cost-efficiency
standards promulgated after 2019or any new interpretation of it, asSDG&E

claims.

398 SDG&E Opening Comments at 9-11.
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As discussedin the Track 1 decision in this proceeding3®*and commented
on by intervenors, SDG&E was required to submit plans for wildfire mitigations
in WMPs to obtain its safety certificate3®>and to comply with other statutory
obligations. The Commission should not needto reiterate what SDG&E has
acknowledged—that WMP approval is not synonymous with approval of
associatedcosts,which are addressedin Commission proceedings. OEIS
decisions do not addressa utility’s optimal portfolio of wildfire mitigations
considering the affordability and reasonablenessof rates. In evaluating a utility’s
WMP, OEIS considers the areaswhere the electrical corporation must improve,
aswell asthe progressit plans to achievein its areasof strength.3% Intervenors
have also argued that SDG&E has not complied with various WMPs that it has
relied upon. However, sincethis is not a WMP compliance proceeding, the focus
in this decision is whether SDG&E demonstrated that it incurred its costs
reasonably. The WMP processis not a substitute for the Commission’s statutory
objective of determining the reasonablenessof costs3°’

Contrary to the claims of SDG&E %8 Section 8386.4requires the
Commission to disallow unreasonable costseven when OEISand the
Commission have determined that the program promotes public safety. The 2019

Wildfire Legislation did not intend for ratepayersto pay for unlimited costsfor

394D.24-12-074at 467-468.

395 Pyb. Util. Code Section8389.

3% D.24-12-074at 467.

397 Pub. Util. Code Section8386.4.

398 SDG&E Opening Comments at 3-9.
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programs, which may be duplicative or not cost-effective. The disallowance of
costsasunreasonable also does not conflict with the approval of possible future
costsfor similar programs in SDG&E’s 2024GRC decision. Nor does any of the
above violate due process,as SDG&E is on notice that the Commission must
disallow costsnot demonstrated to be reasonable.In addition, Section463(b)
requires a mandatory disallowance when the utility hasnot provided sufficient
records for the Commission to perform athorough reasonablenessreview of its
capital expenditures and O&M costs.

For the Commission to determine if arequested costis reasonable,utilities
have the burden to provide sufficient evidence of reasonablenessWithout
sufficient evidence, the Commission is unable to authorize cost-basedrates that
utilities are obligated to charge according to the regulatory compact.3% For
example, SDG&E advocatesfor correcting the Proposed Decision to allow
recovery of the capital expenditures ($66.6million) and O&M costs($69.5
million) related to necessaryrepairs resulting from drone inspections.
Unfortunately, SDG&E failed to provide citations to record evidence to
substantiate such costs.However, to repair infrastructure presenting fire risk, the
Commission finds it reasonableto allow additional evidence into the proceeding
to the limited degree specified at the end of Section7.6.

For activities without known metrics or targets, more information is
needed to determine reasonableness Capital expenditures require more

information to support categorizing costscompared to O&M. O&M expenses

399D,20-01-002at 10; SDG&E Opening Comments at 6.
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that may be similar to existing work also require utilities to provide more
information to establish incrementality by demonstrating whether the utility
hired additional employees, or used existing resourcesand replaced them with
additional labor.

For Fuels Management SDG&E requestsrecovery for over $22million in
costs,with only one page of support without discussion of costsin workpapers
for a costthat has not beenwell-scrutinized.

In SDG&E’s Opening Comments, SDG&E argued that the Proposed
Decision was in error becausethe Proposed Decision wrongly assumedthat all
PSPSCommunication and Stakeholder Engagement costsarosefrom the Alerts
by SDG&E app. However, contrary to what the parties unclearly stated during
oral argument,“% a searchof the workpapers for meaningful information
regarding the Stakeholder Cooperation & Community Engagement (SC&CE)
cost category only revealed two line items in the workpapers: Community
Engagement— Community Outreach and Public Awareness and PSPS
Communication Practices.In other words, the conclusion in the Proposed
Decision was partly basedon afactual claim that could not be verified to bein
the record.

This decision rejectsSDG&E's arguments and denies SDG&E’s request for
$16.9million in revenue requirement for the segmentation of gas costsfrom

SDG&E’s Distribution Communication Reliability Improvement Program (DCRI)

400 Qral Argument Transcript Vol. 28 at 4763-4765SDG&E-T2-09,Attachment (O&M) B-2at 27,
Attachment B-16at 41.
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and the denial of its reallocation. This is another example of SDG&E’s failure to
support its request. SDG&E’s citation to the methodology approved in a
previous decision is not sufficient to identify the allocation method, how it was
implemented, and how the requested amount of $16.9million is reasonable.

The decision allows SDG&E to recover accrued interest by providing the
information specified through a Tier 2 Advice Letter. However, accrual of
interest on recorded drone inspection and repair costsis suspended effective
January 15,2025.

The Commission finds the cost of employee benefits, for employeesthe
Commission found to be incremental, to be reasonable.This correctsthe
disallowance in Section13.2.

The Commission clarifies but doesnot alter any other disallowances.

The intervenors largely agreethat SDG&E'’s showings were deficient,
particularly with regard to strategic hardening. In fact, TURN filed a motion
supported by PCFrecommending that the Commission require SDG&E to refile
its application for this reason. Although the Commission agreeswith intervenors
to some extent regarding the deficiency of SDG&E’s showings regarding cost-
effectiveness,the Commission disagreeswith intervenors regarding SDG&E’s
request for recovery of strategic undergrounding costsin particular. In this
regard, the Commission revisesthe decision to better describe how it determines
whether a costis unreasonable or not.

The Commission hasthe discretion, in casessuch asthis, where a
reasonablenesseview follows atest-year GRC decision, to approve costspartly
due to consistencywith the decision authorizing a GRC forecast. However,
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unlike SDG&E argues*®tthe Commission is not bound to approve costsafter-
the-fact basedon a decision authorizing similar costsin a GRC forecast.
The Commission revisesthe decision to make the following clarifications:

the decision clarifies the applicable incrementality standard and
its application;

the decision revises Ordering Paragraph 10regarding a
potential future securitization application;

the decision clarifies that the Ernst & Young review is
provided in a“report” and not an “audit;”

the decision clarifies how the determination of revenue
requirement and the authorization of its rate recovery
through 2025and later through 2027is within the scopeof
this proceeding. This is how undercollected reasonable
costsare recovered in ratesasrequired by law, which is the
purpose of this proceeding;

the decision is revised to indicate that little, if any, weight
Is given to the Supplemental Exhibit in any conclusions
reachedin the decision;

the decision is revised to reflect that the Crowe Audit is not
directly relevant to this proceeding.

Contrary to the arguments of SDG&E, the Commission finds that the
disallowances in this decision result primarily from SDG&E’s failure to provide

information aspart of its obligations under the regulatory compact.*°2

21. Assignment of Proceeding

Darcie L. Houck is the assigned Commissioner and JohnH. Larsenis the

assigned Administrative Law Judgein this proceeding.

401 SDG&E Opening Comments at 7-8.
402D.20-01-002at 10.
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Findings of Fact

1. SDG&E’srequestto recover $1.89million in capital expenditures and
$1.824million in Operations & Maintenance expensesfor SDG&E’s Risk
Assessmentand Mapping Program is reasonably basedon SDG&E’s imputed
authorizations, methodology, and identified costsdrivers.

2. SDG&E reasonably completed wildfire mitigation work outside of the
HFTD boundary in aWildland Urban Interface areato reduce the risk of ignition
and the possible growth of afire once started. This work is further supported by
the lack of regulatory requirements defining HFTD boundaries.

3. SDG&E'’s Covered Conductor costsare significantly higher than that of
PG&E and SCE,and it is reasonableto reduce SDG&E'’s recovery of capital
expenditures for Covered Conductor by approximately 19 percentto reflect the
approximate percentagedifference between SDG&E’s and PG&E’s Covered
Conductor costper mile.

4. SanDiego Gasé& Electric Company’s Strategic Undergrounding cost
recovery request of $241.233million in direct costcapital expenditures and
$0.176million in Operations & Maintenance direct costsfor the 2019-2022period
for 109.5miles of Strategic Undergrounding is reasonablebasedon the degreeto
which Strategic Undergrounding can reduce ignitions and Public Safety Power
Shutoff eventsin High Fire Threat Districts.

5. SanDiego Gas& Electric Company’s combination of Strategic
Undergrounding, Distribution Overhead SystemHardening, and Covered
Conductor during the 2019-2022period corresponds approximately to the profile

of the samework approved by the Commission in Track 1 of this proceeding.

-177-



A.22-05-015 et al. ALJ/JOR/hma

6. SanDiego Gas& Electric Company did not underspend General Rate
Case-authorized amounts for electric capital wildfire mitigation for the 2019-2022
period, which includes the years 2021and 2022that were not covered by the
CPUC/OEIS 2021 Audit.

7. The number of non-Supervisory Control and Data Acquisition capacitors
SanDiego Gasand Electric Company replaced outside High Fire Threat Districts
(HFTDs) during the 2019-2022period is reasonablebecause93 percent of those
capacitors were installed in the Wildland Urban Interface or coastal canyons with
unique wildfire risk and 73 percent were installed within two miles of the HFTD
boundary.

8. The number of sectionalizing switches SanDiego Gas & Electric Company
installed outside High Fire Threat Districts during the 2019-2022period was
closely related to high wildfire risk areasand was a reasonablemethod of
providing rapid isolation during any wind or wildfire events.

9. SanDiego Gas& Electric Company’s (SDG&E’s) installation of
communication stations outside High Fire Threat Districts (HFTDs) during the
2019-2022%eriod reasonably improved SDG&E’s wireless communications in the
HFTDs, and the additional costof SDG&E installing a new mobile
communications network, including stations outside HFTDs, was a reasonable
method of reducing costsand maximizing coveragefor HFTDs.

10. SanDiego Gas& Electric Company’s Standby Power Program coststhat
benefit commercial customers were not reasonablebecausecommercial
customers lack medical and other critical needsduring Public Safety Power
Shutoff events.
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11. SanDiego Gas& Electric Company (SDG&E) failed to demonstrate that its
costsfor its Drone Investigation Assessmentand Repair pilot program after 2020
were reasonablefor many reasons,including the lack of costbreakdowns, the
lack of comparisons with other SDG&E inspection programs, and this program’s
high unit cost.

12. SanDiego Gas& Electric Company’s costsof $22.442million for Fuels
Management were not reasonablebecauseof that program’s high unit cost of
almost 100times the unit costfor pole brushing.

13. In its report of a sample of SanDiego Gas& Electric Company’s costs
incurred from May 30,2019through December31,2022,the accounting firm
Ernst & Young identified approximately $0.8million in coststhat were not
properly evidenced for inclusion in the Wildfire Mitigation Plan Memorandum
Account. In this report, Ernst & Young reasonably extrapolated the amount of
improperly evidenced costsincurred during the report period to be $2.6million.

14. For the May 30, 2019through December31,2022period, SanDiego Gas&
Electric Company’s Results of Operations Model determined the amount of
undercollected revenue requirement attributed to Operations & Maintenance
expenses,and depreciation, taxes,and the return on rate basefor capital placed
into service during this period in the samemanner that the Results of Operations
Model determined thesecostsfor Track 1 of this proceeding.

15. After deducting the amount authorized for interim relief of $193.8million
in 2024and $96.1million in 2025,the amount SanDiego Gas& Electric Company
undercollected in revenue requirement for 2019-2022wildfire mitigation costs
through the end of 2025is $177.458million.
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16. For the undercollected revenue requirement of $177.458million, the
difference between the bill impacts for a six-year versus a three-year
amortization period is lessthan 1% for an average non-California Alternative
Ratesfor Energy customer on January 1, 2026.

17. To collect the amount of $177.458million over athree-year period, the
average SanDiego Gas & Electric Company electricity bill increases$3.310or 3.1%
to $110.31per month for California Alternative Ratesfor Energy (CARE)

customers and $5.090r 2.94%t0$178.09per month for non-CARE customers.

Conclusions of Law

1. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
$1.869million in capital expenditures and $1.824million in Operations &
Maintenance expensesfor SDG&E’s Risk Assessmentand Mapping Program is
incremental, just, and reasonableand should be authorized.

2. SanDiego Gasand Electric Company’s (SDG&E’s) request for $613.417
million (in direct costsonly) in capital expenditures and $51.665million (in direct
costsonly) in Operations & Maintenance expensesfor SDG&E’s Grid Design &
SystemHardening cost category is incremental, just, and reasonableand should
be authorized.

3. SanDiego Gasand Electric Company’s (SDG&E’s) request for recovery of
Emergency Planning & Preparedness(EP&P) capital costsfor Community
Outreach, Public Awareness, and Communication Efforts is not reasonable
becauseSDG&E failed to demonstrate how such costswould beincurred for
over ayear asa capital cost. As aresult, SDG&E’s request for EP&P costsshould

be authorized asan Operations & Maintenance costin the amount of $7.686
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million for Community Outreach, Public Awareness, and Communication
Efforts.

4. SanDiego Gasé& Electric Company (SDG&E) total Operations &
Maintenance expensesfor emergency Planning & Preparednessincluding the
amount of $7.686million for Community Outreach, Public Awareness, and
Communication Efforts, indirect costs,and all reductions discussedabove and
shown in Appendix B is just and reasonableand should be authorized.

5. SanDiego Gas& Electric Company’s request for $3.010million (in direct
costsonly) in capital expenditures and $1.854million (in direct costsonly) in
Operations & Maintenance expensesfor Situational Awareness costsis just,
reasonable,and incremental and should be authorized.

6. Though SanDiego Gas& Electric Company’s (SDG&E’s) request for
capital costrecovery of Detailed Inspections of Transmission Equipment
(Distribution Underbuild) costsis not reasonablebecauseSDG&E failed to
demonstrate how such costswould beincurred for over ayear asa capital cost,
SDG&E’s Distribution Underbuild costsare just, reasonable,and incremental
and should be authorized for recovery asan Operations & Maintenance costin
the amount of $225,000.

7. Though SanDiego Gasand Electric Company’s (SDG&E’s) request for
capital costrecovery of High Fire Threat District Tier 3 Distribution Pole
Inspections (DPI) costis not reasonablebecauseSDG&E fails to demonstrate how
such costswould beincurred for over ayear asa capital cost, SDG&E’s DPI costs
are just, reasonable,and incremental and should be authorized for recovery asan
Operations & Maintenance costin the amount of $3.111million.
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8. SanDiego Gas& Electric Company (SDG&E) failed to demonstrate the
prudency of SDG&E’s Drone Investigation Assessmentand Repair program and
failed to establish the reasonablenessof the high unit costand total costsfrom
2019-2022for this program. The Commission will allow SDG&E to supplement
the record for this one category, consistentwith the direction provided in this
decision, due to the significant impact that wildfire mitigation activities have on
ensuring safeand reliable electric service.

The Commission should deny recovery for the Circuit Ownership Platform
program becauseSanDiego Gasé& Electric Company failed to demonstrate the
reasonablenessand prudency of initiating this program.

9. Though SanDiego Gasé& Electric Company’s (SDG&E’s) request for
capital costrecovery of Patrol Inspections costsis not reasonablebecauseSDG&E
failed to demonstrate how such costswould beincurred for over ayear asa
capital cost, SDG&E’s Patrol Inspections costsare just, reasonable,and
incremental and should be authorized for recovery asan Operations &
Maintenance costin the amount of $0.927million.

10. SanDiego Gasand Electric Company’s request for $8.446million (in direct
costsonly) in capital expenditures and -$38.746million (in direct costsonly) in
Operations & Maintenance expensesfor Asset Management and Inspections
costsis just, reasonable,and incremental and should be authorized.

11. The Commission should deny recovery for the Light Detection and
Ranging (LIDAR) inspections program asnot reasonableand imprudent because
SanDiego Gas& Electric Company (SDG&E) did not: 1) provide information
regarding whether a greater percentage of abnormalities were found using
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infrared technology than with other technology, 2) support the additional cost
compared with other inspection programs, and 3) indicate how or when it
assessedsuch information before initiating this program asa pilot or continuing
it beyond the pilot stage.

12. SanDiego Gasé& Electric Company’s (SDG&E’s) request for recovery for
the costof its Vegetation Restoration Program is not reasonableand should be
denied becausethe program is not part of any of SDG&E’s WMPs and is not tied
to reducing a specific risk driver and reducing ignitions.

13. SanDiego Gas& Electric Company’s (SDG&E’s) request for $3.139million
(in direct costsonly) in Operations & Maintenance expensesfor Vegetation
Management and Inspections costsis just, reasonable,and incremental and
should be authorized.

14. SanDiego Gasé& Electric Company’s (SDG&E’s) request for recovery for
Aviation Firefighting is not reasonableand should be denied becauseSDG&E
has not sufficiently demonstrated what the last general rate caseauthorized
SDG&E to spend in Operations & Maintenance expensesfor this cost category,
has not accounted for its unauthorized capital costs,has not accounted for its cost
sharing arrangement with counties and CAL FIRE, and hasnot considered
alternatives to purchasing helicopters.

15. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
capital expenditures for Grid Operations & Operating Protocols is not reasonable
and should be denied becauseSDG&E failed to sufficiently support such costsas
capital expenditures.

16. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
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additional costsfor the Centralized Repository for Data is not reasonableand
should be denied becauseSDG&E failed to provide sufficient evidence required
by the Rate CasePlan to support the request and failed to separatethe amounts
requested for data governance from other requeststhat may also support
Wildfire Mitigation Plan data processing functions.

17. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
ResourceAllocation Methodology costsis not reasonableand should be denied
becauseSDG&E failed to provide sufficient evidence required by the Rate Case
Plan to support the amount requested, including how the amount requestedis
separatefrom the amount requested for the development of the WINGS model as
part of Risk Assessmentand Mapping work.

18. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
Community Engagementcostsis not reasonableand should be denied because
SDG&E failed to provide sufficient information required by the Rate CasePlan,
including how the amount requested is separatefrom the amount requested for
recovery of costsrequested under Community Outreach, Public Awareness, and
Communication Efforts of Emergency Planning and Preparedness.

19. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
Public Safety Power Shutoff Communications costsis not reasonableand should
be denied asunsupported becauseSDG&E failed to demonstrate the cost of the
mobile phone application (App) separatefrom other costsrequested, failed to
demonstrate the value of an App compared to other alternatives, and failed to
demonstrate the App’s value to county governments and residents.

20. SanDiego Gas& Electric Company’s (SDG&E’s) request for recovery of
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Employee Benefits costsin the amounts of $0.221million in capital expenditures
and $0.261million for Operations & Maintenance expensesis just, reasonable,
and incremental and should be authorized | becausethesecostsare associated
with additional employees hired sincethe Company’s 2019GRC who performed
work reasonably recorded in the WMPMA.

21. SanDiego Gasé& Electric Company’s (SDG&E’s) request for recovery of
professional membership dues in the amount of $0.003million in capital
expenditures and $0.218million in Operations & Maintenance expensesis not
reasonableand should be denied becauseSDG&E provided insufficient evidence
to demonstrate the ratepayer benefits of such costs.

22. It is reasonablefor the Commission to reduce SanDiego Gas & Electric
Company’s (SDG&E’s) costrecovery by reducing indirect costsin proportion to
reductions for direct costs.As aresult, SDG&E should be denied costrecovery
for indirect costsin the amounts shown in Appendix B, totaling $38.966million,
with $28.760million denied for indirect capital expenditures and $10.206million
denied for indirect Operations & Maintenance expenses.

23. SanDiego Gasé& Electric Company should be denied costrecovery in the
amount of $2.6million for costsidentified by Ernst & Young in areport to have
not been properly evidenced for inclusion in the Wildfire Mitigation Plan
Memorandum Account and extrapolated.

24. For the May 2019— December31,2022period, total costrecovery for San
Diego Gas & Electric Company (SDG&E) in the amounts of $146.351million in
capital expenditures and $228.97anmillion in Operations & Maintenance expenses
IS just, reasonable,and incremental and should be authorized. The total revenue
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requirement for May 2019-December31,2022authorized by this decision should
be $121.924million asreasonably determined by SDG&E’s Results of Operations
Model basedon the amounts authorized for capital expenditures and Operations
& Maintenance expensesasshown in Appendix C.

25. A separateproceeding to determine the ongoing capital-related electric
costsrecorded to the Wildfire Mitigation Plan Memorandum Account
(WMPMA) for 2019-2022is not necessarybecausethe depreciated capital, taxes,
and return on rate basefor the WMPMA costsare determined by the Results of
Operation Model asthey were for Track 1 of this proceeding.

26. A separateproceeding is not necessaryto review SanDiego Gasé& Electric
Company’s (SDG&E’s) request for ongoing capital costsfor gasprojects because
SDG&E hasfailed to demonstrate their connection to wildfire mitigation costs.
As aresult, SDG&E’s request for recovery of $16.9million in ongoing capital-
related costsfor gasprojects is unsupported and should be denied.

27. SDG&E should request recovery of the balance of the undercollected
revenue requirement through years 2026and 20270f $239.117million through a
Tier 2 Advice Letter that includes a proposed amortization period and associated
bill impacts, to be effective at the beginning of years 2026and 2027.

28. Authorizing the collection of $177.458million in revenue requirement
through 2025for 2019-2022wildfire mitigation costsover athree-year period is a
reasonableoutcome to recover the costof mitigations to prevent wildfires and to
maintain the safety and reliability of SanDiego Gas& Electric Company’s

electrical service basedon the financing costand monthly bill impacts.
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29. SanDiego Gasé& Electric Company’s filing of its application for recovery
of wildfire mitigation costsfor the 2019-20220eriod in this general rate case
(GRC)is consistentwith statutory authority, Commission directives requiring
the filing of this GRCin May 2022,and the Assigned Commissioner’s Scoping
Memorandum in this GRC.

ORDER

IT IS ORDERED that:

1. SanDiego Gas& Electric Company (SDG&E) is authorized to recover
undercollected revenue requirement of $416.575million for the amount owed
from 2019through 2027.The 2019through 2025undercollected revenue
requirement of $177.458million shall be implemented by amortizing it over a
minimum of athree-year period effective with SDG&E’s next scheduled rate
change.This additional amount authorized here shall roll off at the next
regularly scheduled January 1 rate changefollowing completion of the minimum
three-year amortization period. The 2026and 2027revenue requirementsshall be
implemented in rates on January 1 of the specific year or with the next scheduled
rate changefor eachrespective year.

2. SanDiego Gasé& Electric Company is authorized to recover T the balance
of the undercollected revenue requirement through years 2026and 2027via a
Tier 2 Advice Letter. In the Advice Letter, SDG&E shall (1) propose an
amortization period and any accrued interest from that amortization (per the
Wildfire Mitigation Plan Memorandum Account Preliminary Statement);(2)
include annual accrued interest from approved 2019-2025amortized balance for

the respective year; and (3) include associatedbill impacts for 2026and 2027.
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However, accrual of interest on drone inspection and repair costsis suspended
effective January 15,2025.

3. In future applications for costrecovery, SanDiego Gas& Electric
Company shall provide and incorporate Cost-Benefit Ratios in its analysis as
required by the Commission’s Risk-BasedDecision-Making Framework.

4. SanDiego Gasé& Electric Company (SDG&E) shall continue to monitor,
evaluate, and report the cost-effectivenessof replacing wood poles with steel
poles. In the next general rate case,SDG&E shall perform cost-benefit analysesto
compare the costsand benefits of the use of wood poles compared to metal poles
and to demonstrate how SDG&E has accounted for savings in using metal poles
instead of wood poles.

5. If SanDiego Gas& Electric Company requestscostrecovery for any
additional microgrid projectsin afuture application for costrecovery or General
Rate Case,that request shall provide evidence of the energy source and cost-
effectivenessof those microgrid projects aswildfire mitigations.

6. In future Wildfire Mitigation Plansand other reports regarding wildfire
mitigation work, SanDiego Gasé& Electric Company shall fully disclose the work
and costsperformed within and outside High Fire Threat Districts.

7. In SanDiego Gasé& Electric Company’s (SDG&E’s) next General Rate
Caseapplication, SDG&E shall provide evidence of the unit cost of generator and
standby sourcesof power, including renewable options, and the distance at
which grid hardening remote customersis unreasonable and standby power is

recommended.
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8. In its next General Rate Caseapplication, SanDiego Gas& Electric
Company (SDG&E) shall specify the Operations & Maintenance costsfor all
Asset Management and Inspection programs separately from the capital costsfor
repair or replacement of poles and other equipment and the number of poles
being replaced. SDG&E shall also coordinate and optimize pole inspection and
replacement programs and demonstrate the lack of redundancy between such
programs.

9. Within 90days of the effective date of this decision, SanDiego Gas&
Electric Company (SDG&E) shall file a Tier 1 Advice Letter verifying that
SDG&E removed $1.4million in additional electric Operations & Maintenance
costsfrom the costrecovery requested.

10. SanDiego Gasé& Electric Company (SDG&E) may file an application for a
financing order to securitize the balance of undercollected Wildfire Mitigation
Plan Account capital expenditures consistentwith Public Utilities Section850et
seq

11. If SanDiego Gas& Electric Company (SDG&E) seeksrecovery of wildfire
mitigation costsfor years 2024and 2025,SDG&E shall file an application before it
files its next General Rate Case(GRC). SDG&E’s application for recovery of
wildfire costsfor 2026shall be part of SDG&E’s next GRC.

12. The March 12,2025Assigned Commissioner's Amended Scoping
Memorandum and Ruling for Track 3 extended the statutory deadline in this
proceeding to December31,2025.This decision extends the statutory deadline to

complete this proceeding to December 30, 2026.

-189-



A.22-05-015 et al. ALJ/JOR/hma

This order is effective today.

Dated January 15,2026,at SanFrancisco, California.

ALICE REYNOLDS
President
DARCIE L. HOUCK
JOHN REYNOLDS
KAREN DOUGLAS

Commissioners

Commissioner Matthew Baker recused
himself from this agendaitem and was not
part of the quorum in its consideration.
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