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DECISION ON TEST YEAR 2023 GENERAL RATE CASE FOR
PACIFIC GAS AND ELECTRIC COMPANY

Summary

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

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

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

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

This decision authorizes PG&E to collect from customers $13.521 billion as
its 2023 general rate case Track 1 test year revenue requirement, with two
adjustments described below. This decision also authorizes PG&E to collect from
customers additional amounts for its Track 1 post-test year revenue requirement
for 2024 of $14.237 billion (+ 5.3% or $716 million over 2023), 2025 of
$14.596 billion (+ 2.5% or $359 million over 2024), and 2026 of $14.800 billion
(+ 1.4% or $204 million over 2025). The authorized test year 2023 revenue

-3
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requirement represents a 10.7% increase over PG&E’s 2022 authorized revenue
requirement of approximately $12.214 billion, as adopted by the Commission in
PG&E'’s 2020 general rate case, Decision (D.) 20-12-005. Appendix A contains the
detailed Results of Operations tables for Track 1 (Sections 3-14) that summarize
the revenue requirements for the four-year rate period, 2023-2026.

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

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

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

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

-4 -
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reductions are reflected in the Commission’s denial of PG&E'’s request for
$385 million to support the replacement of Gas Advanced Metering
Infrastructure (AMI) Modules (Section 6).

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

This decision authorizes significant costs at a time when customers face
weighty economic pressures. To balance customer affordability concerns within
PG&E's forecasted financial requirements, the Commission scrutinized PG&E’s
cost requests and found it reasonable to remove approximately $10.017 billion
from PG&E’s four-year requested increase of $18.315 billion. Based on the
evidence, this reduced amount will continue to support and also improve the
safety and reliability of PG&E'’s gas and electric infrastructure and services.
Today’s decision also provides PG&E a reasonable opportunity to earn its
authorized rate of return of 7.28% (2023) in D.22-12-031, as amended.

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

The revenue requirement authorized in this decision also does not include the

-5-
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following: commodity costs of electricity procured for customers or costs of fuel
used in generating PG&E-owned generation that are the subject of separate
proceedings, referred to as Energy Resource Recovery Account (ERRA)
proceedings. The Commission authorized PG&E to recover $4.227 billion in
energy procurement expense in PG&E’s most recent ERRA proceeding,
D.22-12-044.

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

This proceeding remains open.

1. Background

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

transmission lines; its gas distribution system is comprised of approximately

1 Decision (D.) 20-12-005, Decision Addressing the Test Year 2020 General Rate Case of Pacific Gas
and Electric Company (December 3, 2020) at 14-15.

-6-
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42,141 miles of natural gas distribution pipelines and 6,438 miles of transmission
pipelines.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

that would address the reasonableness of 2022 recorded costs in memorandum
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and balancing accounts. The Scoping Memo stated that phase 3 would be added
in an Amended Scoping Memo, if needed.

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

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

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

such as vegetation management, and added its Enhanced Powerline Safety

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

18 The testimony of witnesses during the evidentiary hearings were transcribed by a court
reporter and the transcripts are available on the Commission’s website at the Docket Card for
this proceeding, A.21-06-021.
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On November 4, 2022, opening briefs on all but depreciation issues were
tiled by PG&E, Cal Advocates, jointly SCE/SoCalGas/SDG&E, TURN, 1 the
Coalition of Utility Employees, Joint CCAs, SBUA, AT&T, Wild Tree Foundation,
jointly SCGC/PA, Farm Bureau, Cal Trout, CalBroadband, jointly Wild
Goose/Lodi, MGRA, and ESC.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

additional accounts.

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

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

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

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

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

The Commission adopts the rulings of the AL]Js in this proceeding.

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

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

The Commission held six virtual PPHs that targeted areas throughout
PG&E’s service territory and accessible to all customers. The purpose of these
PPHs was to listen to and to solicit comments from PG&E’s customers regarding
PG&E’s general rate Application and proposed rate increases. The PPHs were
conducted by the assigned AL]Js, and each of the five Commissioners attended at
least one PPH.2

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

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

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

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

22 The comments provided by the public during these PPHs were transcribed by a court reporter
and a copy of the transcript is available on the Commission’s website at the Docket Card for this
proceeding, A.21-06-021.
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Instead of increasing rates, speakers commented that PG&E should find
alternative ways to cut expenses, including curtailing bonuses and other high
compensation to executives and shareholders. Speakers commented that PG&E
should be solely accountable for its own mismanagement and should bear the
cost of deferred maintenance because of evidence that PG&E’s inaction
contributed to catastrophic wildfires. To avoid rate increases to pay for
safety-related expenses, speakers proposed organizational changes, including:
(1) having the state take over PG&E; (2) reducing PG&E profit; (3) breaking
PG&E into smaller regional companies; and (4) reducing PG&E’s monopoly
power or increasing competition.

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

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

for this proceeding.?®

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

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

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

Further, the Commission:

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

In July 2018, the Commission initiated a proceeding to establish a
framework and principles to identify and define affordability criteria for use in
the setting of just and reasonable utility rates.28 In 2020, the Commission adopted
affordability metrics, along with a definition of affordability as “the degree to

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

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

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

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

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

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

TURN cites affordability metrics that are broken out by climate zone based
on both California Alternate Rates for Energy (CARE) and non-CARE rates.3> On

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

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

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

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

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

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

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

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

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

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

customers through programs already available to assist customers in paying

3 TURN Opening Brief at 11.
37 TURN Opening Brief at 17-29.
38 PG&E Reply Brief at 21-23.

-22 -



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

their utility bills, including CARE, the Family Electric Rate Assistance Program
(FERA), and the Energy Savings Assistance (ESA) energy efficiency program.3?
PG&E states that approximately 27% of its residential customers are enrolled in
either CARE or FERA.%0 In addition, PG&E describes how other programs help
customers who are still struggling to pay their bills despite programs like CARE,
FERA, and ESA.41 According to PG&E, these include the Commission adopted
Arrearage Management Plan (AMP),42 and Percentage of Income Payment Plan
(PIPP) pilot, 3 as well as the Low Income Home Energy Assistance Program
(LIHEAP) administered by another California state agency. Several parties
criticize PG&E’s strategy of offering cust