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CPUC re-evaluation of Rule 20

The recent publication of the CPUC’s report “Staff Proposal for Rule 20 Program Reform and
Enhancements” in February 2020 include the following recommendations:

Refine and expand the Rule 20 public interest criteria

Modify Rule 20B to incorporate tiered ratepayer contributions commensurate with public
benefit

Sunset the Rule 20A and 20D programs as currently designed

Incentivize municipal utility surcharge undergrounding programs

Eliminate work credit trading with limited exceptions

Modify the Rule 20A annual completion and allocation reports

Adopt an updated Rule 20 guidebook

Improve communications with the communities and publish relevant Rule 20 program
information, documents and reports online

Implement incentives to reduce project completion timelines and costs

What does this broader context mean to this study on undergrounding? The Resilience Strategy and
Vision 2050 initiative is leading us to “move beyond business-as-usual and accelerate the building of

' climate-smart, technologically-advanced, integrated, and efficient infrastructure in Berkeley”. The use
of wooden poles dates back to the 1840’s when the telegraph system was developed. New cities and
developments have their utilities underground. Continuing the use of an overhead system is
continuing to use old technology. Converting to undergrounded systems supports Berkeley to do the
following:

Meet our climate action goals with reliable electrical distribution

Add to our quality of life, including public safety

Support broadband expansion and other integrated needs in our public right of way
Use new technology

Recommended Undergrounding Program
We propose the following long-term vision for undergrounding in Berkeley.

Undergrounding Timeframe, year Description
Development Phase '
Previous work 1970’s — present 49% of arterial streets and 31% of collector streets are
already undergrounded.
Near term 2020 - 2040 Underground key evacuation routes as described in this
report. The work will be done in about 15 years.
Near term 2020 - continuing | Create and implement a Rule 20B program that includes

a revolving fund to provide for upfront costs of
proposed projects. Once a 20B project is approved by a
vote of the parcel owners, the advanced upfront funds
will be returned to the revolving fund.

. Long term 2040 - 2070 Underground Berkeley citywide.




The Subcommittee proposes a 15-year program to underground the key evacuation routes, as
follows.

Year Street Section Council districts
1 Dwight Way Fernwald Rd. to Shattuck Ave, 3,4,7,8
2 Dwight Way Shattuck Ave. to San Pablo Ave. 2,3,4
3 Marin Avenue Tulare Ave. to Grizzly Peak Blvd. 5,6
4 Grizzly Peak Blvd. Spruce St. to Marin Ave. :

5 Grizzly Peak Blvd. ) Marin Ave. to Arcade Ave. 6

6 Ashby Ave., Tunnel Road Vicente Rd to Telegraph Ave. 7,8
7 Ashby Ave. Telegraph Ave. to San Pablo Ave. 2,3,7
8 Cedar Street La Loma Ave. to MLK Way 4,56
9 Cedar Street MLK Way to San Pablo Ave. 1,5
10 Hopkins Street Sutter St. to Gilman St. 5
1 Gilman Street Gilman St. to San Pablo Ave. 1,5
12 Spruce Street Grizzly Peak Blvd. to Rose St. 5,6
13 Rose Street, Oxford Street Rose from Spruce to Oxford and Oxford g

from Rose to Cedar

14 Claremont Ave., Alcatraz Ave. Ashby Ave. to Telegraph Ave. 8
15 Alcatraz Avenue Telegraph Ave. to San Pablo Ave. 2,3

This preliminary list has the following assumptions:

e The Fire Department has stated that Dwight Way is a high priority due to the risks in the
Panoramic Hills area.

e Undergrounding is planned east of San Pablo Avenue because the areas west of San Pablo
Avenue are subject to high groundwater levels and have ground liquefaction concerns.

e The percentage of streets in the hills is 37% and in the flat lands is 63%.

If we assume that the program will start in 2023, the estimated cost will be $105 million in FY2023
dollars. The project team recommends the following ranking of the four financing options studied.

1. Place a parcel tax with an inflator, similar to the Library and Parks taxes, on the ballot to fund
undergrounding. A parcel tax of ~10 cents/ft2 will generate ~$7.0 - 12 million/yr. over the life of
the project.

2. Create an Assessment District for Utility Undergrounding, similar to the City’s recent Prop 218
Street Lighting & Storm Sewer. Although the approval threshold is lower for a Prop. 2018 fee,
there are legal questions on the required nexus with the service provided.

3. Place a General Obligation bond on the ballot to authorize $140 million to fund the total project
cost over 15 years.

4. Increase the Utility User Tax from 7.5% to 12.0% (increase of 4.5%). This will produce additional
revenue of ~49 million per year to fund the total project cost of $140 million.



Recommended Next Steps ,
The Subcommittee recommends the following next steps for Council consideration.

1.

Review this report and provide direction on whether to proceed with the 15-year
undergrounding program of the key evacuation routes.

Work with the Council’s Facilities, Infrastructure, Transportation, Environment, and Sustainability
Policy Committee on further development of the undergrounding program.

Work with the Finance Department, the Council’s Budget committee, and consultant support, to
refine costs and select the final funding option.

Implement a public engagement process in 2020.
Staff to prepare a Program Plan for the recommended undergrounding program.

Close out the original Council referral to the participating commissions. We recommend forming
an Undergrounding Task Force to ensure public input in the future planning of utility
undergrounding.







































Franchise Fee Funding

Cable and electric & gas companies pay the City a franchise fee to use the public right-of-way. In 2018
franchise fees totaled ~$2.0 million and are projected to increase slightly to $2.1 million by 2021. The
rate of the franchise fees is fixed by state law and cannot be changed by the City.

Currently, franchise fees accrue to the General Fund. However, as stated in the Moody’s Rating
Agency Report, the City’s ration of General Fund operating revenues to expenses is a strong 1.08
times. The City ended fiscal 2019 with general fund available balance of $93 million or a very strong
46% of general fund revenue. This followed a $9 million surplus for the year, resulting from strong
revenue growth and strong expenditure management.

Since franchise fees are generated by private utilities that utilize the public right-of-way, it would be
appropriate to consider assigning these funds to a public right-of-way account to finance revenue
bonds for undergrounding utilities.

Unlike the City of Berkeley, Santa Barbara imposed a 1% franchise fee on its electric provider, after
Proposition 13 had passed and before Propositions’ 26 and 218 were passed. In 1999, Santa Barbara
increased that fee to 2%. In 2001, the City of San Diego increased its franchise fee and imposed a
franchise surcharge to pay for undergrounding its residential streets. These costs were then passed
on to the utility users by the utility providers.

Santa Barbara was sued by a local businessman who argued that the imposition of this additional fee
was an illegal tax because, contrary to Proposition 218, it was.imposed without voter approval. A
similar lawsuit was filed against San Diego whose surcharge fee was specifically earmarked for
undergrounding residential streets, had an end date of 2065 and a provision that what was not spent
in any given year would be deposited in the city’s General Fund.

The trial court accepted the City of Santa Barbara’s argument that the franchise fee increase was not
a tax as defined by Propositions 26 and 218. This decision was later overturned by an Appeals Court
but a California Supreme Court decision in June 2017 ruled in favor of Santa Barbara. The decision
was based on Proposition 13 law which preceded Propositions 26 and 218. The decision is briefly
summarized as follows:

» Feesfor use of government property are not taxes requiring voter approval as the fee payor

- gets something of value inreturn

» Such fees generate discretionary (General Fund) revenues to be used for any lawful purpose
of the agency

¢ Standing to challenge a revenue measure is limited to those having a legal duty to pay it

¢ Fees must not exceed any reasonable value of the franchise but be reasonably relating to the
value of the franchise :

e The 2% franchise fee imposed by the municipality on Southern California Edison must recover
cost of fee only from customers in the city imposing the fee and shown as a separate line
item on the utility billing statement

The lawsuit filed against the City of San Diego alleging that the surcharge was an illegal tax imposed
by the City without voter approval was dismissed by a Superior Court judge in August 2018, who
agreed with the City that the surcharge is a fee paid to the City in exchange for the right to use the
City’s electric infrastructure.
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voting property owners. Further development of this option requires support from a specialized
consultant.

Recommended Financing Options for Berkeley

The project team has evaluated a wide range of funding options. We have considered the level of
required funding, the number of years to carry out the undergrounding program, advantages and
disadvantages of each option and equity issues. Due to the high probability that the City will
experience either a major wildland fire and/or and major earthquake in the next two decades, we
believe that it is important to complete the undergrounding of the emergency evacuation routes
expeditiously. The Public Works Dept. believes that it has the capacity to design and construct about
1.0 miles of undergrounding per year. Thus, our goal is to provide sufficient financing to underground
about 1.0 miles per year so that the evacuation routes can be completed in 15 years.

Table 4 — Summary of Funding Options

Funding Option Approval Who Pays Fairness inflator Funding
, Requirement Stability
Parcel Tax High' Property High? Yes High>
owners
Assessment District Medium? Property Medium Yes High
City wide owners
GO Bond High Property Low No Medium®
owners
Utility Users Tax High All Utility bill Medium No Medium’
payers

'Requires a 2/3 approval in a general election

’Requires a 50% approval of the property owners in a Prop 2018 process

30wners of the same size structure pay the same amount

1A GO bond is an ad valorem tax, where two homeowners with the same size house may pay
substantially different amounts, depending on how long they have owned the property

*Parcel tax are collected annually via the property tax bill

®Since the GO bonds will be issued in several tranches over the 15-year project lifetime, interest rates
may rise increasing the cost

’Since the UUT revenue has shown little growth, with a recent $1 million decline, it may not be able to
cover the cost of construction escalation

The project team recommends the following ranking of the four financing options.

1. Place a parcel tax with an inflator, similar to the Library and Parks taxes, on the ballot to fund
undergrounding. A parcel tax of 9.6 cents/ft2 will generate ~$7.5 million/yr. Although the
approval threshold is high (2/3 of voters), a parcel tax is the most fair, since owners of the same
size home pay the same tax amount. Includes an inflator and the funding is stable.

2. Create an Assessment District for Utility Undergrounding, similar to the City’s recent Prop 218
Street Lighting & Storm Sewer. Although the approval threshold is lower for a Prop. 2018 fee,
there are unanswered legal questions on the required nexus with the service provided.
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3.

Place a GO bond on the ballot to authorize $140 million to fund the emergency evacuation
routes. The approval threshold is high and Ad Valorem taxes are less fair due to Prop 13
restrictions. In addition, since different tranches of bonds would have to be issued over the
lifetime of the project, interest rate could increase above the current low rates.

Increase the Utility User Tax from 7.5% to 12.0% (increase of 4.5%). This will produce additional
revenue of ~49 million per year to fund the emergency evacuation routes. Since there is no
inflator, a higher initial cost/yr. is require to compensate for construction cost inflation. Although
the revenue from this tax has been stable over the last decade, it has recently decreased and
could decrease further over the lifetime of the project.
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¢ Coordination with Berkeley’s Fire Department on their evacuation planning and safe
passages analysis

e The time needed for coordination with Caltrans, PG&E, and telecom companies

¢ Dividing each street into manageable project lengths (approximately 1 mile each)

¢ Consider undergrounding the more complex and costly streets early in the program

e (Coordinate with street paving and other utility work in the public right of way

¢ Undergrounding to benefit all Council districts

e Other criteria

The project team prepared the following preliminary priority list to illustrate a 15-year program.

Year Street Section Council districts
1 Dwight Way Fernwald Rd. to Shattuck Ave. 3,4,7,8
2 Dwight Way Shattuck Ave. to San Pablo Ave. 2,3,4
3 Marin Avenue Tulare Ave. to Grizzly Peak Blvd. 5,6
4 Grizzly Peak Blvd. Spruce St. to Marin Ave. 6
5 Grizzly Peak Blvd. Marin Ave. to Arcade Ave. 6
6 Ashby Ave., Tunnel Road Vicente Rd to Telegraph Ave. 7,8
7 Ashby Ave. Telegraph Ave. to San Pablo Ave. 2,3,7
8 Cedar Street La Loma Ave. to MLK Way 4,56
9 Cedar Street MLK Way to San Pablo Ave. 1,5
10 Hopkins Street Sutter St. to Gilman St. -5
1 Gilman Street Gilman St. to San Pablo Ave. 1,5
12 Spruce Street Grizzly Peak Blvd. to Rose St. 5,6
13 Rose Street, Oxford Street Rose from Spruce to Oxford and Oxford 5

from Rose to Cedar
14 Claremont Ave., Alcatraz Ave. Ashby Ave. to Telegraph Ave. 8
15 Alcatraz Avenue ‘Telegraph Ave. to San Pablo Ave. 2,3

This preliminary list has the following assumptions:

¢ The Fire Department has stated that Dwight Way is a high priority due to the risks in the
Panoramic Hills area.

¢ Ashby Avenue will take significant time to coordinate the work with Caltrans.

s The work on Alcatraz Avenue is uncertain due to coordination with the City of Oakland.

e The street sections for specific projects are planned to be approximately 1 mile in length
each.

e Undergrounding is planned only east of San Pablo Avenue. The cost estimates prepared by
Bellecci & Associates includes undergrounding between San Pablo Avenue and I-80. We now
consider those areas too far from the fire areas and those areas are subject to high
groundwater levels. The total centerline length of streets to be undergrounded is now 15.1
miles and the total cost is about $90 million (in 2019 dollars).

¢ [f we underground to San Pablo Avenue, the percentage of streets in the hills is 37% and in
the flat lands is 63%. :

Use a Program Approach
Research by the project team and information from Bellecci & Associates shows that it is important
to develop an overall program approach to undergrounding. This is to promote cost effectiveness

31



and to achieve completion in a reasonable schedule. Upon authorization to proceed from Council,
we recommend that a Program Plan be prepared that includes the following:

e Outcome objectives :

e Project priorities, work scopes, budgets and schedules

e Program organization, staffing, consultants and resources needed
e Design criteria

e Coordination with utilities and telecom companies

e Change management process

¢ Reporting and oversight

e Other

Use “Dig Once” Approach
The undergrounding work should be coordinated with street paving, water lines, sewer lines and
other utility work in the public right of way.

Opportunity exists to prepare streets for future undergrounding during regular routine paving or
maintenance work. For example, clear routes for future underground cables can be drawn into
present day plans, to avoid creating expensive future rerouting.

Significant opportunity exists to install empty City-owned conduit pipe, installed to published utility
standards, in any full depth street reconstruction along a priority underground route. Such City
owned empty conduit pipe would be left sealed at construction time, and later sold or traded for
Rule 20A credits at the time of the undergrounding project. Extra conduit space would be available
for sale to broadband providers or for use on City projects.

Community Engagement

Upon authorization from Council to proceed, a robust community engagement process shall be
implemented. This shall include community workshops, methods for the public to submit questions,
regular updates and other actions. Public input will be valuable in determining the priority and extent
of undergrounding.
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Appendix A
Baseline Study for the Development of a Utility Undergrounding Program by
Harris & Associates
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Baseline Study for the Development of a Utility Undergrounding Program
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The factors making up the table are:

(a) Account Balance as of 5/13/14. This is the balance as of 5/13/14 of the annual Rule20A allocation.
The balance is then added to the allocations to determine the amount available to fund Rule 20A
projects.

(b) 2015 Allocation. This is the amount of Rule 20A allocation received by the City of Berkeley in
2015. It is added to the Account Balance as of 2014,

(c) 2016 Allocation. This is the amount of Rule 20A allocation received by the City of Berkeley in
2016. It 1s added to the Account Balance as of 2014,

(d) 5yearborrow. Under the provisions of Rule 20A the City can borrow forward 5 years of allocation.
The $2,619,440 is 5 times the 2016 allocation. Please note that if the City uses the S-year borrowing
provision, the negative balance must be repaid from future allocations before another project can
be done. »

(e) Total Available Allocations. The Total Available Allocations is the sum of the Account Balance
as of 5/13/14, the 2015 Allocation, the 2016 Allocation and the S year borrow.

(f) Grizzly Peak Blvd. The estimated value of the Grizzly Peak Blvd. Rule 20A is subtracted from the
Total Available Allocations.

(g) Vistamont Ave. The estimated value of Vistamont Ave. is subtracted from the Total Available
Allocations.

(h) Adjusted Account Balance as of 5/17/16. The Adjusted balance is the Total Available Allocations
minus the next project where resolutions have been passed. The balance can still change depending
on the actual construction cost of the Grizzly Peak project.

It is anticipated that PG&E will continue to provide an annual allocation for the near future to fund
Rule 20A projects. However, in recent years PG&E has changed the allocation methodology. Under
Rule 20A, the City can borrow forward up to 5 years of allocation to fund a qualified project. The
allocation can also be used to fund the service lateral, up to 100 feet and the service panel conversion,
up to $1,500. The City of Berkeley has undergrounded many miles utilizing Rule 20A funds. The City
utilizes a streetlight assessment to fund the installation of the streetlights in a Rule 20A district. Rule
20A continues to be an available funding mechanism to underground the arterial and collector streets
within the City of Berkeley. If the street is not an arterial or collector, but is heavily conductored,
heavily travelled or is scenic, it may also qualify for funding under Rule 20A

Under Rule 20B, the source of funding is typically an assessment or special tax district to fund the
property owner’s share of the costs. Prior to the dissolution of the RDA’s they were also used to fund
the local share of undergrounding projects. The City of Berkeley has done one undergrounding project
under Rule 20B using an assessment district. Neighborhoods such as Bay View, Terrace View and La
Loma have shown interest in pursuing undergrounding using Rule 20B. These are in areas of the City
that are predominately residential and where it appears that funding with Rule 20A will not be available
for many years. Rule 20B seems to be gaining interest with certain neighborhoods that would not
qualify under Rule 20A, but still have a desire to enjoy the benefits associated with underground
utilities. '

Baseline study for the Development of a Utility Undergrounding Program — 7/22/2016

11 Harris & Associates

























































Primary benefits most often cited can be divided into four areas:

Potentially-Reduced Maintenance and Operating Costs

e Lower storm restoration cost
« Lower tree-trimming cost

Improved Reliability

e Increased reliability during severe weather (wind-related storm damage will be greatly reduced
for an underground system, and areas not subjected to flooding and storm surges experience
minimal damage and interruption of electric service.

e Less damage during severe weather
e Far fewer momentary interruptions

o Improved utility relations regarding tree trimming

Improved Public Safety

e Fewer motor vehicle accidents
e Reduced live-wire contact injuries

e Fewer Fires (Lake County, Ca just a current example)

Improved Property Values

e Improved aesthetics (removal of unsightly poles and wires, enhanced tree canopies)

- o Fewer structures impacting sidewalks

Tangible Savings

The following chart, which summarizes the total benefits that the Virginia State Corporation Commission
calculated Virginia utilities might realize if the state’s entire electric distribution system were placed
underground, shows tangible metrics for projecting savings to utilities. It shows an annual projected

savings of approximately $104 million.

"Hundred-Year" Storms

Cost Saving Item: $/Year
Operations & Maintenance no savings
Tree Trimming $ 50,000,000
"Hundred-Year" Post Storm Rebuild $ 40,000,000
Reduction in Day-to-Day Lost Electricity Sales $ 12,000,000
Elimination of Lost Electricity Sales From $ 2,000,000

Total

$ 104,000,000

Source: Virginia State Corporation Commission, January 2005, “Placement of Utility Distribution Lines

Underground” Societal Benefits




The following summarizes some of the societal benefits, including enhanced electric reliability to the
economy, reduced economic losses to customers due to fewer power outages after major storms, and
reduced injuries and deaths from automobiles striking utility poles.

Cost Saving Item: $/Year
Avoided Impact of Day-to-Day Outages $ 3,440,000,000
Avoided Impact of "100-Year" Storm Outages $ 230,000,000
Avoided Impact of Motor Vehicle Accidents $ 150,000,000
Total $ 3,820,000,000

The State of Virginia study, while not directly applicable, it does give us a template to use. We can
substitute the “100-year storm” with know earthquake science that sees that every 35 years approximately
the Bay Area experiences a greater than 6.0 quake. The risk is knowable the exact timing is uncertain.*
Using a yearly per capita savings, based on the summary savings above, Berkeley can benefit from
undergrounding of utilities by nearly $60 million annually. '

The PG&E Program:

PG&E places underground each year approximately 30 miles of overhead electric facilities, within
its service area. This work is done under provisions of the company's Rule 20A, an electric tariff
filed with the California Public Utilities Commission.

Projects performed under Rule 20A are nominated by a city, county or municipal agency and
discussed with Pacific Gas and Electric Company, as well as other utilities. The costs for
undergrounding under Rule 20A are recovered through electric rates after the project is completed.
Rule 20 also includes sections B and C. Sections A, B and C are determined by the type of area to
be undergrounded and by who pays for the work.

Rule 20A

Rule 20A projects are typically in areas of a community that are used most by the general public.
These projects are also paid for by customers through future electric rates. To qualify, the
governing body of a city or county must, among other things, determine, after consultation with
Pacific Gas and Electric Company, and after holding public hearings on the subject, that
undergrounding is in the general public interest for one or more of the following reasons:

Undergrounding will avoid or eliminate an unusually heavy concentration of overhead electric facilities.
The street or road or right-of-way is extensively used by the general public and carries a heavy volume of
pedestrian or vehicular traffic.

The street, road or right-of-way adjoins or passes through a civic area or public recreation area or an area
of unusual scenic interest to the general public.

The street or road or right-of-way is considered an arterial street or major collector as defined in the
Governor’s Office of Planning and Research General Plan Guidelines.

* “The Signal and the Noise; Why So Many Predictions Fail -but Some Don't", Nate Silver, 2012
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Rule 20B

Rule 20B projects are usually done with larger developments. The majority of the costs are paid for
by the developer or applicant.

Undergrounding under Rule 20B is available for circumstances where the area to be undergrounded
does not fit the Rule 20A criteria, but still involves both sides of the street for at least 600 feet.
Under Rule 20B, the applicant is responsible for the installation of the conduit, substructures and
boxes. The applicant then pays for the cost to complete installation of the underground electric
system, less a credit for an equivalent overhead system, plus the ITCC (tax), if applicable. Berkeley
has one 20B District - Thousand Oaks Heights

Rule 20C

Rule 20C projects are usually smaller projects involving a few property owners and the costs are
almost entirely borne by the applicants.

Undergrounding under the provisions of Rule 20C is available where neither Rule 20A nor Rule
20B applies. Under Rule 20C, the applicant pays for the entire cost of the electric undergrounding,
less a credit for salvage.

Rule 20 Process Flow

A cross-functional team that includes representatives from Pacific Gas and Electric Company, the
phone and cable companies, local governments and the community at-large oversees Rule 20A
projects. Projects are accomplished by:

Identifying and reviewing potential projects
Developing preliminary costs for the projects
Refining associated boundaries and costs
Coordinating the schedules of other public works projects
Developing final project plans

Passing a municipal underground resolution
Developing an underground design
Converting service panels for underground use
Starting construction

Installing underground services

Completing all street work

Removing existing poles from the project area

City of Berkeley’s Undergrounding Efforts

Berkeley has a total of 237 miles of utility wires, with 86 miles or 36% of the total miles currently
undergrounded and 151 miles or 64% remain aboveground. Arterials and Emergency access routes
comprise 29% of the total 237 miles. Of the nearly 86 miles currently undergrounded 51% are Arterials
and Emergency access routes — thus barely ¥2 of the Arterials and Emergency Access routes have been
undergrounded out of the total that experienced undergrounding using statewide PG&E ratepayer 20A
funds. Nearly 50% of the 20A undergrounding funds from PG&E funds have been allocated to



residential streets or nearly $26(??) million of the total $65(??) million PG&E rate payer 20A funds that

Berkeley received.

Undergrounding Districts Completed

1970s 1980s 1990s 2000s
Hearst (Freeway to | Oxford St (Hearst to University) Ashby/Benvenue Los
6™ Angeles/Mariposa
Sixth St Sacramento St (Oregon to South | Hearst Ave (LaLoma to Park Hills
>(University to City Limit) Cyclotron)
Cedar) .
Sutter/Henry St Ajax PL/Hill Rd. Grizzly Peak/Cragmont Miller Stevenson
San Pablo Avenue | Kains/Cedar/Hopkins/Jones/Page Vicente/Alvarado Grizzly Peak/Summit
(estimated completion
date 2020)
Eastshore Highway Oakvale Ave (Claremont to MLK Jr Way Vistamont/Woodmont
(Hearst to Gilman) Domingo) (estimated completion
date 2025)
Stannage Ave LaLoma (Buena Vista to Cedar) Woodmont Ave
(Gilman to
Hopkins)
Buena Vista Way Channing/Bonar Hill Rd
Camelia St. West Frontage Rd (South to Spruce Vassar .
(Stannage to San North City Limit)
Pablo)
Colby ( Ashby to MLK Jr Way (University to Leroy/Euclid
Webster) Hopkins)
So. Hospital Drive Amador Ave ( Shattuck to Benvenue (Woolsey to
( Ashby to Sutter) Stuart)
Webster)
Telegraph Woodmont Ave Area College /Hillegas
(Bancroft to South
City Limit)
Hill Rd/ Atlas P1 Cragmont
Spruce St/Vassar Arlington Avenue
(Marin Circle to City
' Limit)
Benvenue Ave (Ashby to Stuart)
1970s 1980s 1990s 2000s




University Avenue

Solana Avenue

Districts Completed with Additional Funds other than PG&E Ratepayer 20 A fu.nds

Shattuck/Adeline BART
University Avenue Caltrans, Private
6™ Street Redevelopment
Kains, etc. CDGB
Bancroft Ave UC
San Pablo Caltrans

Districts formed since 1990:
e Number of Districts formed: 9
e Criteria for Selection: First come/first served based upon organization and initiative of citizens in
local area/district
e Annual obligations committed to these Undergrounding districts can borrow up to 5 years in
advance on PG&E ratepayer 20A funds

Rule 20A Districts in Berkeley as written by PWC in 2004

“Berkeley and Oakland were two cities who aggressively went after Rule 20A funds and

formed a long queue of assessment districts in their areas. They convinced PG&E to bend the guidelines
and use Rule 20A monies in residential neighborhoods where residents were more willing to pay for private
connection costs ($2000+ per parcel).

When PG&E started to face their own problems (rapid demand caused by internet server farms &
bankruptcy hearings) they began to refuse to deviate from the original criteria established by the CPUC
under Rule 20. The first instance was PG&E’s outright rejection of a proposed Rule 20A district in
Oakland’s Piedmont Pines neighborhood.

At that point, Berkeley still had a number residential districts approved by PG&E in queue and their Rule
20A monies committed years into the future. As a result, the City Council issued a moratorium on Rule
20A districts until a new policy for future Rule 20A monies could be developed.

Today there are still three residential districts which have paid their connection and street light costs, but
are still waiting for PG&E to schedule construction.

1) Miller/Stevenson/Grizzly Estimated construction 2007-2008
2) Grizzly Peak/Summit To be scheduled
3) Vistamont (Woodmont) To be scheduled

Rule 20B -Most Residential Neighborhoods



e In December 2000, the City rolled out guidelines for neighborhoods interested in forming Rule 20B
districts. Although many neighborhoods have expressed interest and continue to do so, only one
neighborhood (Thousand Oaks Heights) actually formed a district which is now complete.

¢ Although cost estimates are being updated based on the experience of Thousand Oaks Heights,
the estimates from August 2005 give you some indication. At that time the range was $25-$30k
per household, not including the conversion costs on each parcel or $2.5k-$5K. In broad terms
this translated into approximately $2000 annual costs added to county property tax bills. Of
course, these costs would probably be a little higher today.”

Moratorium established in 2000 on forming new districts until new criteria for forming districts:

Criteria developed passed unanimously by both the Public Works Commission and Transportation
Commission in January of 2009
¢ [t recommends that the Council reaffirm its December 19, 2000, to prioritize major arterial routes
which were additionally emergency and evacuation routes, by adopting priority routes that meet
the convergence of three criteria
e amajor arterial route as designated by the General Plan
e major emergency/first responder/evacuation route as designated by the General Plan
e highest traffic volumes as determined by the Public Works/Transportation division
This recommendation to Council was never agenized or acted upon by Council.

Current Situation - 2015: These Districts were established between FY 1991 and FY 1992
e Berkeley Alameda Grizzly Peak Blvd “Engineering Phase”
e Berkeley Alameda Vistamont Ave “Planning Phase”

These two remaining Undergrounding Districts will not be completed until 2020 and 2025 respectively.
Additionally, PG& E current allocation of 20 A funds for those districts being completed means that new
20A funds will not be available until 2025

Funding Decisions

Few alternatives exist for utilities themselves when it comes to financing the undergrounding of power
lines; primarily through either rate increases or special charges to monthly utility bills. Conversely,
jurisdictions have much greater flexibility and alternatives to consider in paying for undergrounding, for
example:
e Charging a flat fee to all property owners within the jurisdiction;
» Create special districts within communities which could be added to monthly utility bills or tax
bills;
e Community-financing through their operating budgets and General Obligation Bonds;
e Pooling monies from residents to pay for their own lines, or at least the portion that runs from the
pole to their home meters;
¢ Implementing a small local tax on rooms, meals, liquor, and/ or retail sales;
e Using economic development, housing and community development, and other creative grant
funding from resources such as the State Highway Administration, FEMA, and the State General
Assemblies;



¢ Coordinate the timing and location with State and local infrastructure projects such as road,
water, or gas line replacement to save on overall costs. *
All the above.

® Prepared by: Navigant Consulting, Inc., A Review of Electric Utility Undergrounding Policies and
Practices March 8, 2005





































Deaths: 8

e  NUNS FIRE (Sonoma County), October 2017
Structures destroyed: 1,355
Acres burned: 54,382
Deaths: 3

e  THOMAS FIRE (Ventura County, Santa Barbara), December 2017
Structures destroyed: 1,063
Acres burned: 281,893
Deaths: 2

2017 was a devastating fire year highlighted by the Tubbs Fire, 2018 was highlighted by the Camp
Fire, and 2019 is another severe fire year in northern and southern California. The Tubbs Fire in Santa
Rosa made it clear that the flatlands are not immune from catastrophic fires. Fire raced down from
the hills and flying embers started multiple smaller fires that burned down the Coffey Park
neighborhood.

The following is an excerpt from the State of California’s Fourth Climate Change Assessment, 2018,
regarding projections on wildfires:

Impact: Climate change will make forests more susceptible to extreme wildfires. By 2100, if greenhouse
gas emissions continue to rise, one study found that the frequency of extreme wildfires burning over
approximately 25,000 acres would increase by nearly 50 percent, and that average area burned
statewide would increase by 77 percent by the end of the century. In the areas that have the highest fire
risk, wildfire insurance is estimated to see costs rise by 18 percent by 2055 and the fraction of property
insured would decrease.

Fire Risk to Berkeley

The Berkeley and Oakland area has had a long history of wildland fires. The following is excerpted
from the Hills Wildfire Working Group, Wildfire Problem Statement, as posted on the East Bay
Regional Park District website:

Fire records for the East Bay Hills are sketchy, yet newspaper clips and old fire planning studies
document an active and dangerous fire history. During the 75-year period between 1923 and 1998, eleven
Diablo wind fires alone burned 9,840 acres, destroyed 3,542 homes, and took 26 lives, with over 2 billion
dollars in financial loss. During the same period, three large west wind fires burned 1,230 acres of grass,
brush, trees, and 4 homes.

News reports document the major fires that have threatened the East Bay Hills:

e 1923 Berkeley- A Diablo wind fire that started east of the Main ridge at 12 noon on a Monday in
September destroyed 584 homes North of the U.C. Campus. No conflagration was ever more out
of control. None ever demonstrated more vividly its power to defy all defensive resources once
it gained headway. It was extinguished only by an act of providence.












e Vegetation management

¢ Notification and warning systems

¢ East Bay Regional Parks fire mitigations
e New technologies

s State legislation

¢ What neighboring jurisdictions are doing

Vegetation Management

Wildland fire behavior is controlled by three factors: fuels, weather and topography. Because it is
impractical to control the weather and topography around us, the only practical way to modify fire is
by managing its fuel source. Fire fuel refers to anything that has the ability to burn and spread fire,
like trees, shrubs and dried grass.

State of California

In March 2019, Governor Newsom proclaimed a state of emergency throughout California ahead of
the coming fire season. The Governor directed his administration to immediately expedite forest
management projects that will protect 200 of California’s most wildfire-vulnerable communities.
This action follows the release of a report earlier by the California Department of Forestry and Fire
Protection (CalFire), which identified 35 priority fuel-reduction projects that can be implemented
immediately to help reduce the public safety risk for wildfire. The state of emergency provides time-
saving waivers of administrative and regulatory requirements to protect public safety and allow for
action to be taken in the next 12 months, which will begin to systematically address community
vulnerability and wildfire fuel buildup through the rapid deployment of forest management
resources. But will there be funding to maintain wildland fuelbreaks in the years that follow?

Regional Agencies

The East Bay Regional Park Fire Department uses several different methods to modify or reduce the
amount or availability of wildland fuels for any fire that may occur. Ladder and surface fuels such as
grass, brush, forest litter, and down logs and branches are modified or removed by hand crews,
prescribed fire, mowing, weed-eating, masticating, or animal grazing. Dense tree stands are often
thinned to remove some of the trees that contribute to fuel loading and to reduce the potential for
wildfire to spread in the tree canopies. Visitors to the East Bay Regional Parks may encounter cattle,
sheep or goats grazing on the grasslands. The District uses grazing animals as a practical and
economic resource management tool. Grazing helps reduce fire hazards by controlling the amount
and distribution of grasses and other potential fuel.

The Orinda-Moraga Fire District entered into an agreement with CalFire in May 2019 to begin
planning and work on the North Orinda Shaded Fuel Break (NOSFB) project. The project area
encompasses 1,515 acres along 14 miles of open space in the East Bay between the eastern portions
of Tilden Regional Park and Pleasant Hill Road. This project is being carried out to reduce dangerous
wildfire fuels in a deliberate manner designed to minimize environmental impacts to wildlife and






As the most dangerous part of California’s wildfire season continues, Pacific Gas and Electric Co. says it
has finished only about 31% of the aggressive tree-trimming work it planned this year to prevent
vegetation from falling on power lines and starting more deadly infernos.

PG&E told a federal judge Tuesday that as of Sept. 21, the company had completed 760 miles out of the
2,455 miles of power lines where it intends to take extra steps to cut back vegetation. The company said
its ability to meet the tree-trimming target by the end of the year depends on whether it can
“significantly increase the number of qualified personnel engaged” in the effort.

Electrical Power Service Curtailments

The cause for some of the recent wildland fires has been traced back to faulty overhead electrical
wires or equipment. As an extreme measure to help reduce the risk of a fire, PG&E has proposed
shutting electricity to high risk areas under Red Flag conditions. This program, called Public Safety
Power Shutoff (PSPS), has been approved by the CPUC. It has now been done twice.

CPUC
The CPUC has reviewed the risks of wildfires and worked with the State’s investor-owned utilities

and determined the following:

Wildfires are more destructive and deadlier than in the past, and the threat of wildfires is more
prevalent throughout the state and calendar year. The overall pattern shows the emerging effects of
climate change in our daily lives.

Throughout the year, the CPUC works with CalFire and the Office of Emergency Services to reduce the
risk of utility infrastructure starting wildfires, to strengthen utility preparedness for emergencies, and
to improve utility services during and after emergencies. Interagency coordination, and cooperation
from the utilities is essential when the threat of wildfires is high.

The State's investor-owned electric utilities, notably Pacific Gas and Electric Company (PG&E), Southern
California Edison, and San Diego Gas & Electric (SDG&E), may shut off electric power, referred to as "de-
energization" or Public Safety Power Shut-offs (PSPS), to protect public safety under California law,
specifically California Public Utilities Code (PU Code) Sections 451 and 399.2(a).

On July 12, 2018, the CPUC adopted Resolution ESRB-8 to strengthen customer notification requirements
before de-energization events and ordered utilities to engage local communities in developing de-
energization programs. Utilities must submit a report within 10 days after each de-energization event,
and after high-fire-threat events where the utility provided notifications to local government, agencies,
and customers of possible de-energization though no de-energization occurred.

PG&E

PG&E has implemented the PSPS program. October 2019 saw the occurrence of dry conditions, Red
Flag days and strong Diablo and Santa Ana winds in California. The following events have happened:

e October 9 - 10, 2019 -- PG&E implemented its first major PSPS. About 800,000 homes and
businesses in 34 counties lost power. This event tested the readiness of PG&E’s public
notification system and saw their website overwhelmed with contacts. Also, other facilities
(such as the Caldecott Tunnel) scrambled to find back up power.















Hardening Your Home - Fire hardened means your home is prepared for wildfire and an
ember storm. It does not mean fireproof. Home hardening addresses the most vulnerable
components of your house with building materials and installation techniques that increase
resistance to heat, flames, and embers that accompany most wildfires.

Key Elements of a Defensible Space

Keep your gutters and roofs clear of leaves and debris.

Maintain a 5-foot noncombustible zone around your home and deck.

Break up fuel by creating space between plants and between the ground and the
branches of trees. ‘

Mow grass to a height of less than 4 inches.

Keep mulch away from the house. Bark mulch helps plants retain water but ignites and
becomes flying embers during a wind-driven fire.

During a wildfire, move anything burnable—such as patio furniture or gas BBQ tanks—30
feet away from structures. ‘
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Declaring Wildfire Prevention and Safety a Top Priority in the City of Berkeley CONSENT CALENDAR
October 15, 2019

level of many of the cities that have already been decimated by fire. Berkeley's risk is
ranked as the highest designation in the state.

Berkeley is also at extreme risk for a devastating earthquake on the Hayward Fault,
which cuts right though Berkeley's high fire severity zone; when fire ensues it will cause
even further destruction to life, property and further challenge the City’s resiliency.

it is time for Berkeley to acknowledge our risk and make wildfire prevention and safety a
top priority. Our full commitment, by resolution, will allow us to move forward with
projects and programs to achieve our shared goals of wildfire prevention and safety;
ensure wildfire prevention and safety are reflected in allocation of resources and city
policies; and make certain wildfire prevention and safety are addressed as the highest
priority in the next updates to the City’s General Plan, Climate Action Plan, Local
Hazard Mitigation Plan, Resiliency Strategy, 2050 Vision and any other plans where it
may be appropriate.

ENVIRONMENTAL SUSTAINABILITY

This item supports the City’s environmental sustainability goals. Fire prevention is
critical for environmental sustainability. In 2018, California wildfires emitted as much
carbon dioxide as an entire year's worth of California’s electricity according to a
November 30, 2018 press release from the U.S Department of the Interior.

CONTACT PERSON
Councilmember Wengraf Council District 6 510-981-7160

Attachments:
1: Resolution
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Declaring Wildfire Prevention and Safety a Top Priority in the City of Berkeley CONSENT CALENDAR
October 15, 2019

RESOLUTION NO. ## ##Ht-N.S.

Declaring Wildfire Prevention and Safety a Top Priority in the City of Berkeley

WHEREAS, wildfires have grown larger and increased in intensity over the last several
decades due to climate change and increased density in the wildland/urban interface
(WuU1), and

WHEREAS, areas of the City of Berkeley are designated by CAL FIRE as having the
highest rating of "very high severity" risk to wildfire, and

WHEREAS, on March 22, 2019, Governor Newsom declared a state of emergency in of
California with regard to wildfire risk, and

WHEREAS, since 1922, more than a dozen major wildfires have impacted the Berkeley
hills, resulting in extensive damage, economic harm and loss of life. The 1991
Oakland/Berkeley firestorm, considered the third most deadly fire in California, burned
over 1,500 acres, caused the deaths of 25 people and injured over 150 people, and

WHEREAS, wildfires in this decade are larger, faster and more destructive than in 1991,
potentially causing greater risk to not only the Berkeley Hills but to neighborhoods
between the hills and the Bay, as evidenced by the total destruction of Coffey Park in
the 2017 Tubbs Fire, and

WHEREAS, Berkeley is also at extreme risk for a devastating earthquake on the
Hayward Fault, which cuts right though Berkeley's high fire severity zone; when fire
ensues it will cause even further destruction to life, property and further challenge the
City’s resiliency, and

WHEREAS, when a wildfire destroys a neighborhood, the short and long-term economic
impact multiplies exponentially. The 1991 Berkeley/Oakland Tunnel Fire resulted in the
loss of 2,900 structures and 25 lives. The 1923 North Berkeley fire destroyed about 600
homes and burned all the way to the corner of Hearst and Shattuck, before the winds
shifted.

WHEREAS, major disasters such as the 2017 Tubbs Fire and the 2018 Camp Fire
severely strain the limited housing stock in a community when survivors are forced to
replace housing destroyed in the wildfire. Berkeley already has an affordable housing
crisis, and nearby communities would be hard pressed to accommodate thousands of
residents displaced by a wildfire or other major disaster, and

WHEREAS, a wildfire in the Berkeley hills threatens the entire City of Berkeley, both hill
areas and flat areas and impacts air quality, loss of housing, injury as well as the tragic
loss of life.
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Declaring Wildfire Prevention and Safety a Top Priority in the City of Berkeley CONSENT CALENDAR
October 15, 2019

NOW, THEREFORE, BE IT RESOLVED, that the City Council pass this resolution
making wildfire prevention and safety a stated top priority for the City of Berkeley.

BE IT FURTHER RESOLVED, that wildfire prevention and safety be addressed as the
highest priority in the next updates to the City’s General Plan, Climate Action Plan,
Local Hazard Mitigation Plan, Resiliency Strategy, 2050 Vision and any other plans
where it may be appropriate; and be reflected in city policies and allocation of
resources.
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53



Appendix E
Report on Undergrounding Costs by Bellecci & Associates



55
























Spruce Street, Oxford Street, Rose Street, Grizzly Peak Boulevard Route"

This evacuation route is within or along the perimeter of Fire Zone 2, indicating a relatively high potential of
fire. It is composed of primarily residential areas with high population density. Grizzly Peak Boulevard and
half of Spruce Street are hilly and winding with fire potential due to the presence of vegetation. Around
three-quarters of the route has incomplete utility undergrounding as shown in Table 1 and Figure 1.

Spruce Street is a north-south minor arterial street. It is primarily residential and provides access to
Cragmont School, Step One Nursery School, and Congregation Beth El pre-school and synagogue. There
are bulb-outs at the intersection of Spruce Street and Rose Street, which narrow Spruce Street. The
evacuation route along Spruce Street is 2 miles long. Overhead lines are present for 1.8 miles between
Michigan Avenue and Rose Street, and between Cedar Street and Hearst Avenue. All the overhead utilities
are distribution lines.

Oxford Street is a north-south minor arterial street. It is primarily residential with a few houses and apartment
buildings. The evacuation route along Oxford Street is 0.25 miles long from Rose Street to Cedar Street.
Overhead lines are present for the entire length. All of the overhead utilities are distribution lines.

Rose Street is an east-west residential hillside collector street. The evacuation route along Rose Street is
0.06 miles connecting Oxford Street and Spruce Street, with overhead lines present for the entire length.

Grizzly Peak Boulevard is a north-south minor arterial street and is a major access road for mutual
responders from both El Cerrito and Oakland, and provides access to the Space Sciences Laboratory and
other University of California properties. Shepherd of the Hills Lutheran Church resides near the intersection
of Grizzly Peak Boulevard with Spruce Street. The evacuation route along Grizzly Peak Bouievard is 2.29
miles long from the City limit near Centennial Drive to Spruce Street. Overhead lines are present for 1.4
miles from Cragmont Avenue to Latham Lane and from Hill Road to the City limit near Centennial Drive.

uce/Oxford/Rose/Grizzly Peak (4.60 miles) . - o e
Segment Utility Length (mi)
Street Segment Length
(mi) OH UG
Grizzly Peak Centennial Dr to Arcade Ave 0.60 0.44. 0.16
Grizzly Peak Arcade Ave to LathanLn 0.67 - 0.63
Grizzly Peak Lathan Ln to Spruce St 1.02 0.91 0.06
Spruce St g:'/sz'y Peak to Rose St 1.69 1.45 0.24
Rose St Spruce St to Oxford 0.06 0.06 -
Oxford Rose to Cedar 0.25 0.25 -
Spruce St Cedar to Hearst Ave 0.31 0.31 -
Total of each OH/UG Utilities 3.42 1.09
Percentage of each OH/UG Utilities 76% 24%
Total Utilities 4.51

Table 1: Detailed utility status for route Spruce/Oxford/Grizzly Peak

PROJECTED COSTS OF UNDERGROUNDING UTILITIES ALONG CITY OF BERKELEY'S EVACUATION ROUTES
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Method 3: San Francisco Report on Utility Undergrounding Costs

City and County of San Francisco Board of Supervisors also prepared a report to review cost of
undergrounding utility wires in San Francisco in March 2015. This report references several other cities that
have implemented undergrounding of utility wires and included associated costs per mile. This method
includes per mile cost based on some of the undergrounding projects in San Diego, San Francisco, Oakland,
and San Jose with inflation costs to the Year 2019. The average of the above projects costs (excluding the
highest and lowest) for Year 2019 represents the resulting unit cost for Method 3, which is shown below.

| Method 3 Costs for Utility Undergrounding | $6,760,000 per mile |

Utility Undergrounding Costs per Mile

The per mile unit cost for utility undergrounding for a major arterial street is calculated using the average of
Method 1, Method 2 and Method 3. See below unit costs per mile with and without street lighting. These
planning level cost estimates are not actual costs and may be lower or higher depending upon the project
length, locations, extent of improvements, and bidding environment due to economy, when the projects are
out to bid.

Avg. of Method 1, 2 & 3 Costs for Utility Undergrounding with Street Lighting | $6,800,000 per mile
FY 2019 (BASELINE)

Avg. of Method 1, 2 & 3 Costs for Utility Undergrounding without Street Lighting | $6,300,000 per mile
FY 2019

Cost for Street Lighting FY 2019 $500,000 per mile

Street lighting costs are also shown separately as per mile cost above, since the City is considering
installing solar street lighting. The above baseline includes planning costs, engineering design fees,
construction costs, utility wiring costs, service conversions, street lighting costs, and project management
costs.

Construction Complexity Level for City of Berkeley Evacuation Routes

The Construction Complexity Level metric is broken down info five levels; Level 1 represents the least
complex conditions for utility undergrounding, and Level 5 represents the most complex conditions for utility
undergrounding. The Construction Complexity Level metric is dependent on four different categories:

1. Existing wire guantity and size: The utility company record maps identify the size and quantity of
overhead wires for each street segment, including high voltage conductors and transformers. Wire
sizes, quantities and substructures affect the cost of the underground duct banks.

2. Average Daily Traffic (ADT): ADT levels were determined from the City of Berkeley Traffic Engineering
Average Total Daily Traffic Volume Map. High traffic volumes cause increased construction costs for
traffic control during construction.

3. Street categorization as either residential, commercial, or mixed-use: Commercial buildings have
greater utility demands and more service conversions when compared to a single family residential
building.

PROJECTED COSTS OF UNDERGROUNDING UTILITIES ALONG CITY OF BERKELEY'S EVACUATION ROUTES
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Photos from Field Visits
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FY 2023 Base line costs for Utility Undergrounding with Street Lighting with a Programmatic Approach is
as shown below:

The construction costs included below use the following assumptions:

1.

2.
3.
4

Construction costs with inflation of 4% per year to 2023, ‘

Undergrounding projects will be implemented as a City-wide program to reduce overall cost,
Construction costs are scaled based on the Construction Complexity Level of the street segment, and
Transportation and pedestrian amenities, wet utility upgrades, and other non-undergrounding
expenditures are assumed not to be included.

San Pablo Ave N/A 0 MILE $ - $ -
Cedar St 3 1.87 MILE $ 6,364,000 | $ 11,900,680
Alcatraz Ave 1 1.81 MILE $ 4,773,000 | $ 8,639,130
Claremont Ave 1 0.49 MILE $ 4,773,000 | $ 2,338,770
Grizzly Peak 2 1.35 MILE $ 5,569,000 | $ 7,518,150
A Spruce St 2 1.76 MILE $ 5,569,000 | $ 9,801,440
Rose 2 0.06 MILE $ 5,569,000 | $ 334,140
Oxford St 2 0.25 MILE $ 5,569,000 | $ 1,392,250
Marin Ave 4 1.24 MILE $ 7,160,000 { $ 8,878,400
Gilman St 5 1.16 MILE $ 7,955,000 | $ 9,227,800
Hopkins 2 0.81 MILE $ 5,569,000 | $ 4,510,890
University Ave 3 0.07 ) MILE $ 6,364,000 | $ 445,480
Sixth St 3 0.56 MILE $ 6,364,000 | $ 3,563,840
Dwight Way 4 2,68 MILE $ 7,160,000 | $ 19,188,800
Ashby Ave 5 2.21 MILE $ 7,955,000 |$ 17,580,550
Tunnel Road 3 0.6 "~ MILE $ 6,364,000 | $ 3,818,400
Total 16.92 $ 109,138,720
Total (including 10% contingency) $ 120,052,592
Per Mile Unit Cost (including 10% contingency) $ 7,095,307

Planning level cost estimate for utility undergrounding (with street lighting) along City of Berkeley
evacuation routes for Year 2023 with programmatic approach.
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In 1860, it took eight days for news of Abraham Lincoln’s election as President to reach California
through a combination of telegraph and Pony Express. In 1865, thanks to tens of thousands of wooden
utility poles carrying the transcontinental telegraph, the sad news of President Lincoln’s assassination

reached California instantly.
q, From the Telegraph to Telephones and Electric Lights

By the early 20" Century, wooden poles were carrying telephone lines and electrical lines as well as
telegraph lines. Between electrification and the rapid adoption of telephony, wooden poles grew larger
and more heavily burdened with utility lines to an extent that is unimaginable today.
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10. In Case of Emergency

The California Public Utilities Commission puts safety first and offers the following tips on the
importance of staying safe around overhead and underground power lines.®

What if | spot a downed wire?

Incidents related to accidents, severe weather, trees, etc., can cause a power line to fall to the ground. If
you see a downed power wire, stay clear of it and call 9-1-1 immediately to report an electrical
emergency. All lines down should be treated as dangerous. Never touch a downed power line or go near

one. Always call 9-1-1 immediately.
What should | do if | see a person, animal, or object that is in contact with a downed power line?

Do not touch the person, animal, or object because the power line may still be energized. Call 9-1-1

immediately.
What if | need to do outside work near an overhead power line?

If your outside work requires you to be near an overhead power line, always remember to keep
everything — and everybody — at least 10 feet away from the power line. If you have any questions or
concerns, contact your local utility company before starting any work.

What if a power line falls on and/or comes into contact with my vehicle while | am still in it?

Remain calm and stay in your car, as the ground around your car may be energized. Call 3-1-1 on your
cell phone or tell someone to call for you. Tell everyone to stay clear and do not touch the vehicle. If
there is a fire and you have to exit your vehicle that has come in contact with a downed power line,
remove loose items of clothing, keep your hands at your sides, and jump clear of the vehicle, so you are
not touching the vehicle when your feet hit the ground. Keep both feet close together and shuffle away

from the vehicle without picking up your feet.

A power line carries electricity, which can be dangerous and cause serious injury or even death if you
come into contact with it. The California Public Utilities Commission wants you to stay informed and

alert to stay safe.
11. Contact the Commission

If you ever see a downed power line, call 9-1-1 immediately. However, if you live in California, don't
forget that you can also file utility pole complaints with the California Public Utilities Commission. You
may file a complaint with the Commission after calling 9-1-1 to report an immediate threat, but you may

8 The Buzz About Power Line Safety, July 2016,
http://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/News_ Room/Fact Sheets/English/Powerli
neSafety.pdf
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R.17-05-010 ALJ/EW2/nd3

1. Comments
The parties shall specifically identify the page and section of the

Staff Proposal to which any comment refers. Parties shall file comments to the
Staff Proposal on or before 30 days after the date of this ruling. Reply comments
may be filed within 15 days thereafter.

The parties are also requested to provide comments on the PG&GE
Audit Report. Parties shall specifically identify the page and section of the PG&E
Audit Report to which any comment refers and are asked to focus any comments
regarding recommended program modifications on those that are applicable to
all the investor-owned utilities. Parties shall file comments to the Audit Report on
or before 40 days after the date of this ruling. Replies to comments on the
Audit Report may be filed within 10 days thereafter

IT IS SO RULED.

Dated February 13, 2020, at San Francisco, California.

/s/ ERIC WILDGRUBE

Eric Wildgrube
Administrative Law Judge
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Glossary of Terms

1. Active Communities: Refers to communities that meet either one or more of the
following criteria that was established in Resolution E-4971:

A. Formally adopts an undergrounding district ordinance which expites at
completion of work within the district boundaries; ot

B. Has started or completed construction of an undergrounding convetsion project
within the last 8 years; ot

C. Has received Rule 20A allocations from the utility for only 5 yeats or fewer due
to recent incorporation.

2. Assessment District: A financing mechanism the California Streets and Highways
Code, Division 10 and 12 which enables cities, counties to designate Districts to collect
special assessments to finance the improvements constructed ot funded by the District.
In Rule 20B, an assessment district is formed based on a petition to the city council or
county board of supervisors from 60 percent or more of the residents of the affected
area.

3. Borrow Forward: Also known as the “five-year borrow”. Refers to the process allowed
under the Rule 20A Tariff in which municipalities may botrow up to five yeats of
additional Rule 20A work credit allocations against their future allocations from the utility
to help fund a project.

4. Communities: In the Rule 20A program, this tefers to cities and unincotporated county
entities that are served by the investor-owned utilities.

5. Cultural Resources: Tangible remains of past human activity. These may include
buildings; structures; prehistoric sites; historic or prehistoric objects or collection; rock
inscriptions; eatthworks, ot canals.

6. Disadvantaged Communities: These areas tepresent the 25% highest scoring census
tracts in State of California’s CalEnviroScteen 3.0 tool.

7. Facilities: Also referred to as “equipment”. Refers to wites, conductors, antennas, guy
wires, cables, and/or any other equipment used to facilitate the transmission of
communications or energy.

8. Five Year Bortow: See “borrow forward.”
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9.

10.

11.

General Conditions Agreement: (Ot General Terms and Conditions) A document that
is utilized by the electric utilities and the municipalities that clarifies the specific
tesponsibilities for both the communities and the utilities in the preparation for and
construction of a Rule 20A undergrounding project. It is referred to as the General
Conditions Agreement, Sample Form 79-1127 by PG&E; General Conditions policy by
SCE; and the General Conditions Form 106-35140F by SDG&E.

High Fire Threat District: Refers to the high fire threat areas in the CPUC’s Fire-
Threat Map which was adopted by the Commission in Decision (D.) 17-12-024. The map

consists of three fire-threat areas (Zone 1; Tier 2 and Tier 3) that have increasing levels of

tisk of wildfires associated with ovethead utlity power lines ot overhead utility power-

line facilities that also suppott communication facilities.
Inactive Communities: Refers to communities that fail to meet any of the criteria

described in the definition of Active Communities described above.

12. Joint Trench Participants: Refers to all the electric, telecommunication, and local

13.

14.

15.

16.

17.

government entities that are involved with a given undergrounding project.
Non-Ratepayer Costs: Refers to project costs that are not covered by Rule 20A. These
include street lighting, repaving, sidewalk repair, undergrounding communication
facilities, removal or replacement of other signage, environrnentai assessment, hazardous
matetial removal, , discovery of archeological materials, permit fees and community
administrative costs.

Overhead Infrastructute: Also refetred to as above ground infrastructure. Refers to the
conductors (wires), insulators, transfotmers, switches, reclosers, and other related
equipment that span wooden or metal poles.

Overhead Meter: Refers to a meter at 2 home or business that is served by an overhead
service drop.

SDG&E Fire Threat Zone: These ate areas with extreme and very high fire threat risk
within San Diego Gas & Electric’s service territory that were identified in the
Commission in Decision (D.) 09-08-029 and are currently the only areas where Rule 20D
is applicable.

Subsurface Equipment: Refers to equipment that is installed in an underground vault,

such as an underground transformer.
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18. Underground Meter: Refers to a meter at a home or business that is served by an
underground service line.

19. Underground Utility District: Also referred to as an underground or undergrounding
district, or UUD. An area in the City within which poles, overhead wires, and associated
overhead structures are to be converted underground. Underground utility districts are
legislated by communities’ city councils or by county board of supervisors.

20. Viewshed: The natural envitonment that is visible from one or more viewling points.

21. Work Credit Trading: Refers to any form of work credit exchange in which two or
more cities or counties buy, sell, loan, trade, or donate Rule 20A work credits. The

- utilities sometimes refer to this as work credit transfers.

[The Remainder of the Page is Intentionally Left Blank]
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1.

Executive Summary

This Staff Proposal presents recommendations for improving the Electric Tariff Rule 20
applicant-driven undergrounding program and for resolving significant issues in the existing
program which includes the Rule 20 A, B, C and D programs. While much of the focus and
attention of the public has been on Rule 20A, this Staff Proposal looks holistically at the Rule
20 undetgrounding program as a whole and proposes changes across all four of the component
programs. This Staff Proposal does not propose changes to undergrounding requirements along
State Scenic Highways in Public Utlities Code (PUC) § 320, or for distribution line or service
line extensions under Electric Tariff Rules 15 and 16 respectively. Nothing in this Staff
Proposal inhibits utility-led undergrounding efforts for technical or safety reasons nor any local
government-driven undergroundi.n'g separate from Rule 20.

The program reforms presented in this document are intended to make the program objectives
relevant to current undergrounding goals held by various stakeholders by including a focus on
safety, reliability, equity, and the alignment of cost allocation with cost-causation. The proposed
reforms will allow communities to use their limited funds towards undergrounding the areas
that pose the greatest safety threats and/or subject to chronic outages. These reforms seek to
reduce the barriers to entry for program patticipation for communities that have had limited
oppottunities or resources to initiate undergrounding projects in the past. Additionally, the
reforms are intended to lessen the burden on the general ratepayer and incentivize local
communities to apply more of their own funding towards undergrounding. Furthermore, this
proposal offets a plan to enhance program operation and efficiency and maintain regulatory °

efficiency of the program.

The California Public Utilities Commission (“CPUC”) Energy Division Staff (“Staff”)
developed this proposal in response to the March 6, 2019 Administrative Law Judge’s (AL]) the
Guidance Ruling Outlining Additional Activities (“Guidance Ruling”). Staff based its
recommendations on Staff’s evaluation of the comments that parties submitted on January 11,
2019 in response to the November 9, 2018 Scoping Memo and Ruling. Staff also relied on the

* ideas that parties shared during the April 2019 workshop that was focused on near-term

improvements to the Rule 20 undergrounding program. Staff is also informed by our many
years overseeing the program, our own analysis and data gained through our data requests, as
well as CPUC studies on the program including a recent audit of PG&E’s Rule 20A program.

Throughout this document, Staff provides information on the history of the Rule 20 Program,
program rules, data related to recent expetience in the program, issues with the program, and

various options for mitigating these issues.
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A summary of Staff’s primary recommendations are as follows:

Refine and Expand the Rule 20 Public Interest Criteria:

This will consist of refinements to the existing criteria for Rule 20A and the addmon of
new criteria based on safety and reliability concerns, such as if the street serves as an
egress, ingress, or is designated as an evacuation route, and if the overhead facilities
ctoss through Tier 2 or Tier 3 areas of the State’s High Fire Threat District (HFTD).
These criteria would be applicable towards a Rule 20A sunset phase and a modified
Rule 20B program should either come into fruition. (Section 4.1, pg.24-26)

Modify Rule 20B to Incorporate Tiered Ratepayer Contributions Commensurate
with Public Benefits

The CPUC should utilize a three-tiered Rule 20B program with higher pottions of
ratepayer contribution commensurate with greater public benefits and public policy
objectives. The three tiers are:

- Tier 1 —20% Ratepayer contribution — Meets existing Rule 20B criteria.

- Tier 2 — 30 % Ratepayer contribution — Meets Tiet 1 criteria and one or more
of the expanded public interest criteria of this staff proposal, including wildfire
safety mitigation.

- Tier 3 — 50% Ratepayer contribution — Meets Tier 2 criteria and one ot more
equity criteria.

(Section 4.2, pg.31)

Sunset the Rule 20A and 20D Programs as Curtently Designed:

The existing allocation-based Rule 20A and Rule 20D programs should be sunsetted
over a 10-year period and either be replaced with the modified Rule 20 B program,
other new programs or be terminated. (Section 4.3, pg. 37-38)

Incentivize Municipal Utility Surcharge Undergrounding Programs:

The CPUC encourages governmental bodies to putsue self-taxation programs in
collaboration with their local utilities and Staff proposes for the utilities to provide
municipalities matching funds of up to $5 million per year per participating community.
An example of such a program is the City of San Diego’s utility surcharge program (see
page 10) which has accelerated undergrounding in San Diego. The CPUC does not
oversee this type of program but can authorize the utility to collect the franchise fee
through rates that goes directly to funding the undergrounding. (Section 4.2, pg. 33)
Eliminate Work Credit Trading with Limited Exceptions:

The CPUC should prohibit the trading of work credits and review all utility requests to
apply additional Rule 20A work credits to a project that has insufficient funds. The
limited exceptions are to allow intra-county non-monetary transfers from a county
government to cities and towns within the county and to allow credit pooling amongst
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two or mote adjoining municipalities for a project with community benefit. (Section 4.4,
pg- 41)

¢ Modify the Rule 20A Annual Completion and Allocation Reports:
The utilities should provide more details to the CPUC, communities and the public
regarding the projects that are underway, cost breakdowns for projects, project cost
trends, performance metrics, and modify the summary statistics. Additionally, the
utilities’ allocation reports should include how the utilities derive the allocations from
the general rate case and the allocation formula in the Rule 20A Tariff. (Section 5, pg.
47-49)

e Adopt an Updated Rule 20 Guidebook:
The utilities should meet and confer with the League of California Cities, the California
State Association of Counties, AT&T and the CPUC Staff to draft an updated version
of the Rule 20 Guidebook that would be subject to CPUC review prior to its formal
adoption and circulation among the cities and counties. (Section 5, pg. 4950)

¢ Improve Communications with the Communities and Publish Relevant Rule 20
Program Information, Documents and Reports Online
New utility program communication strategies should include annual meetings with
interested cities and counties to discuss their ten-year plans for undergrounding. The
utilities should coordinate more closely with the communities and the broader public to
enhance transparency and allow them public to have a greater voice in the planning
ptocess for projects. Staff also recommends publishing the relevant Rule 20A program
information and reports online on dedicated utility and CPUC undergrounding
webpages to enhance the public’s access to information about the Rule 20 program.
(Section 5, pg. 50)

¢ Implement Incentives to Reduce Project Completion Timelines and Costs:
These new incentives would include requiring the communities to serve as the default
project lead, establishing threshold timeframes for project milestones, and delineating all
Task and Cost Responsibilides in updated guidance documents. (Section 6, pg. 56-58)
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2,

Background

2.1 Rule 20 Program Structure

The investor-owned utilities (IOUs) regulated by the CPUC have broad responsibilities to
manage the electric utility distribution infrastructure. As part of their responsibilities, the IOUs
build and maintain distribution facilities that service customers. Since the late 1960s, most new
distribution facilities have been designed and installed underground. For communities developed
prior to the late 1960s, most distribution infrastructure is overhead. Undergrounding is typically
more expensive than overhead lines to build and maintain, so most existing ovethead systems in

California remain above ground.

Nevertheless, there are several ways that these historic overhead systems are converted to
underground. Utility distribution planners may decide to convert an overhead system to .
Linderground, a process referred to as “undergrounding,” for safety, cost, reliability or
maintenance reasons. To support non-utility driven ovethead convetsion, the CPUC adopted and
oversees an Overhead Conversion Program known as Electric Tariff Rule 20. The program
allows cities and unincorporated counties (collectively communities), and ptivate applicants (such
as residents and businesses) to identify areas for undetgrounding. Depending on the project
characteristics and eligibility under pre-established criteria, the utility may fund some, all, or none
of the costs of an ovethead conversion.

The Rule 20 undergrounding program directs the convetsion of overhead electrical facilities to
below ground for municipal or other applicant-identified projects. This program is focused
primarily on aesthetic enhancement by removing overhead electric wites from an area’s viewshed.
The Electric Rule 20 Tariff governs the undergrounding program which is divided into four
subprograms — Rule 20A through Rule 20D — which provide diminishing levels of ratepayer
contribution to projects.

Rule 20A projects ate fully ratepayer-funded but must meet strict critetia to in otder to
demonstrate that they will be in the public interest (see Section 3.1 for more details on the
criteria). The utilities annually allocate funds in the form of Rule 20A work credits (ot “work
credits”) to communities which they may accumulate indefinitely. Accotding to Rule 20A Section
2, 50 percent of the allocation is based on the ratio of overhead metets in a community relative
to the total utility overhead meters. The other 50 percent is based on the ratio of total meters
(both overhead and underground-setved meters) relative to the utility total system meters.

In addition to the annual allocations, the utilities also allow the communities to borrow forward
the equivalent of an additional five yeats of allocations in order to more efficiently fund their
projects. Once a community has accumulated and/or borrowed enough work credits, identified a
project that is in the public interest, and passed a municipal resolution forming an

10
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undergrounding district, the community can then initiate the project with the utility. The
Community must tetire a sufficient quantity of work credits to cover the cost of the project.

Projects that do not meet the Rule 20A public interest critetia and are at 2 minimum of 600 feet
may be completed as Rule 20B projects. Apatt from the 600 feet minimum length, there are no
other required ctitetia for 20B projects. For example, a 20B project could be carried out for
wildfire safety reasons. The undergtounding is paid for by the applicant — typically a group of
residents, commercial entities, or government entities — and funded in part by a ratepayer credit
in the range of 20 to 40 petcent. The credit is equal to the estimated cost of 2 new equivalent
overhead system and the removal of the existing overhead system. Applicants may use Rule 20A
work credits to “seed” theit Rule 20B projects by initially covering the engineering and design
costs and reimburse the utility later provided that the project goes forward. '

In the case of projects that are unable to meet either the Rule 20A or 20B criteria, they may be
completed under the Rule 20C program. In Rule 20C projects, the applicant — often an individual
propetty ownet — pays for the full cost of undergrounding, less the cost of the estimated salvage

value and depreciation of the removed electrical facilities.

Rule 20D is cutrently only in SDG&E’s service tetritory and it applies specifically to
undergrounding in SDG&E’s high fire threat areas where undergrounding is deemed by SDG&E
to be a preferred method for wildfire mitigation in a given area. Rule 20D is structured similarly
to the Rule 20A program and is similarly-community-driven. SDG&E annually allocates work
credits to eligible communities and that they may borrow forward five years to obtain additional
funds. Unlike Rule 20A, Rule 20D only allows communities to utilize work credits towards the
convetsion of primary distribution to underground. The program does not pay for
undergrounding secondary lines or services, or for panel conversions for residences ot
businesses. Rule 20D has been in existence since 2014 and SDG&E has not started or completed
a single project to date through this program.

Related to the Rule 20 program, the telecommunications entities such as AT&T have a Tarff
Rule 32 that closely resembles the Rule 20 Tariff. Rule 32 is specific to the undergrounding of
telecommunications facilities and it is virtually identical in structure as Rule 20. For instance, Rule
32 has the same public interest criteria in its Section A as are in Rule 20A.

The City of San Diego also has an undergrounding program in partnership with SDG&E that is
not under CPUC oversight and is not subsidized by the general ratepayer. In December 2002,
CPUC Resolution E-3788 authotized SDG&E to collect a 3.53% franchise fee surcharge within
the City of San Diego for undetgrounding work separate from Rule 20. By using this surcharge
program to augment the Rule 20 program, the City of San Diego has managed to convert 429
miles of overhead electrical facilities to underground and 1,238 miles of overhead temain.' The

! Based on a July 17, 2019 email to Jonathan Frost from James Nabong, the City of San Diego’s Assistant Deputy
Director for the Transportation and Storm Water Department.
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While the communities shown above have completed projects worth hundreds of millions of
dollars funded by general ratepayers’ contributions, there are 82 communities across the State
which have not completed a single project since 2005. Ratepayers in these communities have
contributed to the cost of undergrounding projects outside of their communities without seeing
any projects initiated or completed in their own communities. See Figure 3 below for the list of
these communites.

[The Remainder of the Page is Intentionally Left Blank]
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have borrowed beyond the 5 year forward limit placing them in “wotk credit debt” and some
have work debt that exceeds 50 years in equivalent annual allocations. See Table 3 on page 49 for
more details. Through an unsanctioned secondary work ctedit marketplace, some communities
sell, trade, or donate their unused work credits to other communities that need them to complete
a project. While there is a provision in the Rule 20A Tatiff for reallocating unused work credits
from inactive communities to those in need of additional credits, it has seen limited use and
appears to be an unworkable solution to work credit shortfalls.

Numerous municipalities have expressed that the current Rule 20A is not meeting theit needs as
the program is too narrowly focused on aesthetic enhancement. Instead, these municipalities are
eager to leverage the program to enhance wildfire mitigation and meet other community safety
and reliability objectives. Additionally, some municipalities tepott that the electric utiliies and
telecommunications companies are challenging to wotk with due to a misalignment of incentives
for timely and cost-efficient project completion and due to disagreements over cost
responsibility. Consequently, there have been several instances whete project costs have vastly
exceeded design cost estimates and project timelines have been drawn out seven years or longer.
Complicating the matter is that the utilities are incentivized to hold back on completing projects,
to ensure that they do not overspend relative to their approved GRC budgeted amounts.
Furthermore, by delaying project completion, the cost of the projects and in turn the cost of the
capital of the underground facilities increases which allows the utilities to put higher amounts
into ratebase than they would otherwise be able to.

Another issue with the program in recent years is the significant increase in project costs. Data
from the R.17-05-010 discovery and the PG&E Rule 20A Audit (discussed in mote detail below)
demonstrate that the project costs in real terms have incteased by approximately 33 percent and
44 percent for PG&E and SCE respectively. On the other hand, SDG&E’s costs appeat to have
declined modestly by less than six petcent. See Figure 4 below.

SCE - $207.6 Million :

SDG&E — ($79.1Million); the $489.3 million total excludes SDG&E’s over-commitment of $79.1 million
Liberty — $18.9 Million

PacifiCorp — $8.8 Million

Bear Valley — $0
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3.3

Proposed Guiding Principles

Staff recommends the following guiding principles to guide the program reform of Rule 20:

D

2)

3

4

Program objectives should be defined and made relevant to curtent
undergrounding goals held by various stakeholders including safety and
reliability.

These new objectives can include a focus on safety, reliability, equity and the alignment
of cost allocation with cost causation. Undergrounding safety objectives will be focused
on providing communities with the ability to use their limited funds to underground
areas that pose the greatest tisk for wildfires or impeding emergency evacuations.
Similatly, the ptoposed reliability goals will allow communities to underground citcuits
that are subject to chronic weather-related outages. The equity objectives will be focused
on providing ample undergrounding opportunities for large and small communities alike
and the need to target communities which have histotically not benefitted from the

prograrn.

PArogtam reform should be informed by the governmental entities which have
benefitted from undergrounding and those which have not.

As is described in Section 2.3 above, the primary beneficiaries of the Rule 20 program are
the economic core cities in coastal California. However, it is not simply the largest cities
that have seen the most benefits from the CPUC’s various undergrounding progtams,
but also the outlying suburbs of the economic core which were built out with
underground utilities since the 1970s." All of these newer communities have seen
significant benefits from underground utilities that have been subsidized in part by older

communities which are served by overhead facilities.

Maintain regulatory efficiency of the program.

The utilities should remain responsible for day-to-day administration. Staff intends to
keep its oversight role over the program and mediate issues when necessary. Staff does
not support taking on additional program administration responsibilities unless it is

warranted.

Minimize general ratepayer impacts.

Undergrounding for aesthetic purposes in localized areas benefits few ratepayers at the
expense of the many. While society at large may benefit from the reduction of overhead
facilities in scenic viewsheds, it is not a sustainable or equitable proposition to continue
placing the burden on ratepayers at large. Undergrounding of overhead infrastructure can

12 Blectric Tariff Rules 15 and 16 have required that all new distribution line extensions and service extensions in both
residential and commercial areas be constructed underground since the 1970s. These Tariff requirements are separate
from the CPUC Rule 20 program.
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2) The street or road or right-of-way is extensively used by the general public
and carries a heavy volume of pedestrian or vehicular traffic;

3) Wheelchair access is limited or impeded (SDG&E only);

4) The street ot road or right-of-way adjoins or passes through a civic area or
public recreation area or an area of unusual scenic interest to the general
public; or ,

5) The street ot road or right-of-way is considered an arterial street or major
collector as defined in the Governot’s Office of Planning and Research
General Plan Guidelines.

Several communities in recent years have argued that the criteria for Rule 20A is too
restrictive and that they are interested in undergrounding for safety and reliability reasons. In
the wake of the destructive wildfires that occurred across the state in 2017 and 2018, some
communities have expressed interest in leveraging Rule 20A funds to underground overhead
lines in high fire threat areas for wildfire risk mitigation and ingress and egress routes in
communities to prevent poles and live wires from blocking evacuation routes. There is also
an exptessed interest among some communities to reduce vehicle-pole collisions in certain

areas.

Another issue is that the existing critetia is not standard among all the utilities (as SDG&E is
the only udlity that lists impeded wheelchair access) and the first two criteria are not very
specific with regards to an “unusually heavy concentration of overhead electric facilities” ora -
“heavy volume of pedestrian or vehicular traffic.” There is a fair bit of confusion and dispute
with these criteria, though the utilities have authority to interpret the criteria and determine if
a proposed project meets any of them or not. For example, with the “heavy volume of
pedestrian or vehicular traffic,” PG&E has in practice interpreted this to mean that such
streets carry through traffic as opposed to only serving local traffic and checks to see if the
streets meet the major collectot/artetial critetion as patt of their evaluation. In the event that
a community consults with the utility and disagree with its evaluation of the criteria for a
given area, the community would have little recourse but to file a complaint with the CPUC.

Options
Note: Options B-F are not mutually exclusive.

A. Status Quo — Maintain Current Rule 20 Public Interest Criteria

Under the status quo scenatrio, the project eligibility criteria remain the same. The downside
of status quo is the evolving public interest would not be fully met under criteria focused

almost entirely on aesthetic enhancement.
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This allocation structure has proven to be problematic in recent years as many communities
receive too few work credits to undettake a project. There are many small communities that
are put at a disadvantage by this methodology as they receive annual allocations that are less
than $250,000 — the minimum allocation amount needed to save enough work credits over a
five year petiod to complete a project of five city blocks (about 3000 feet) in length.” Under
the current allocation methodology, many of these communities face a significant financial
barrier to entry and are fortunate to have completed any projects over the past 50 yeats.
Smaller communities with insufficient allocations may save up wotk credits for decades but
see the value of their saved allocations diminish in value due to inflation and rising project

costs.

Further complicating matters is the fact that the current work credit allocation rules do not
distinguish between communities that have an expressed interest in undergrounding,
disadvantaged communities, or urban, rural and suburban communities. Many communities
which either have most if not all of their system undetground, or have not developed a five
ot ten yeat plan, ot have not formed an undergrounding district, or otherwise have not
expressed any interest in participating in Rule 20A still receive work credits each year under
the current program structure. Partly as a tesult, there are $489.3 million in unused and
uncommitted work ctredits that are held by numerous communities across the state.

Another issue with the current allocation methodology is that it apportions work credits no
differently to wealthy active communities as it does to disadvantaged communities which
have completed few ot no underground conversions through Rule 20A. The Rule 20A maps
that the utilities developed in response to the R.17-05-010 show that the bulk of
undergrounding investments in the state have occurred in the state’s affluent and economic

core ateas, such as the San Francisco Bay Area and San Diego.

In recent years, the CPUC has become mote focused on promoting environmental and
social justice and has committed to advance equity in CPUC programs and policies.
However, the Rule 20A program curtrent allocation structure predates environmental and
social justice objectives and, in some cases, underserves disadvantaged communities. The
level of allocations can be insufficient for some disadvantaged communities, and allocations
do not cover municipal administrative costs, which may represent a significant financial
burden on disadvantaged communities and a batrrier to entry for this program. However,

Finally, the curtent methodology is structured such that communities that are simply larger
and have more meters are awarded more work credits. This process fails to consider factors
such as the community’s level of interest in the program, the level of potential aesthetic
impacts, or urban density. Some communities may receive large allocations but do not

20 This assumes a median project cost of $825 per foot and that the community will utilize its five-year borrow.
According to the data the utilities provided in response to the Staff data request for R.17-05-010, the cost per foot for
Rule 20A projects ranges from $500-$1,150.
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criteria. There would not be any dispute as to whether projects would qualify or not under
the five Rule 20A criteria. Fin‘ally, the allocation of undergrounding costs in the Rule 20
program would better match cost causation as the communities would have to pay for the
bulk of their projects rather than the ratepayers who may not live in the community.

However, there ate several drawbacks of this option. For instance, the 20-40 percent
ratepayer contribution might not be insufficient to reduce bartiers to entry to the Rule 20
ptogram for smaller and disadvantaged communities. The CPUC may want to consider
increasing the ratepayer contributon to 50 petcent for smaller and disadvantaged
communities or institute 2 matching fund scheme to enable these communities to obtain
enough funding to construct projects through the Rule 20B program. Cities and counties
would likely not be in favor of eliminating 20A without providing a comparable substitute.
Furthermore, with the elimination of the public interest critetia, there would be no guarantee
that undergrounding would occur in areas of interest to the general public or in

disadvantaged communities.
C. Modify Rule 20B to Incorporate Tieted Ratepayer Contributions and Sunset the Rule
20A Allocation-Based Program (Staff Recommendation)

Another option for moving away from the allocation-based Rule 20A program would be for
the CPUC to end Rule 20A and replace it with an enhanced Rule 20B program which would
provide higher levels of ratepayer contributions to applicants on a tiered basis. ‘The modified
Rule 20B program would have three ratepayer contribution tiers for applicants based on
public interest critetia and policy objectives:

Tier 1 - Ratepayer Contribution = 20%

Minimum distance of one block or 600 feet on both sides of the street, whichever the lesser.

Tier 1 is roughly equivalent to the current 20B program.
Tiet 2 — Ratepayer Contribution = 30%

Tier 1 and meets one or more of the revised Rule 20A public interest criteria proposed in the
staff proposal including aesthetics, safety, and fire threat mifigation.

Tier 3 — Ratepayet Contribution = 50%
Tier 2 and meets one ot more of the following equity critetia:

e Lies within ot is adjacent to a disadvantaged community census tract the time of
creating the undergrounding district;

e Community has not completed a Rule 20 project in 10 or more years®;

2 If a community is in work credit debt in excess of 5 years, then it cannot meet this criterion.
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Replacing the Rule 20A program with a tiered Rule 20B progtam could potentially resolve
many of the equity issues and administrative challenges that have plagued the program:

® Applicants will be responsible for most of the costs of undergrounding which better
reflects cost causation principles; .

® Projects would be less of a burden on the general ratepayer than in the case of Rule
20A;

¢ Communities will be encouraged to form utility surcharge programs to accelerate
local undergrounding;

o The playing field would be more even as communities would no longer be reliant on
unequal levels of work credit allocations;

® Projects that address one or more of the expanded public interest critetia will receive
a modestly higher level of ratepayer conttibution;

¢ The program would be simplified through the elimination of the work credits, and
program flaws related to the allocations, borrowing, trading, etc.;

e Expanded public interest criteria enable many different community intetests to be
served by undergrounding; and

¢ Disadvantaged and underserved communities will have a greater opportunity to
complete projects using the higher tier of ratepayer contribution.

Transition Sunset of the Rule 20A Progtam

To move towatds the new 20B style program requires an ordetly transition and sunset of the
existing Rule 20A program. The 10-year transition can follow these steps:

Year 1 — As of January 1% of year 1, there will be no issuance of wortk credit allocations and
work credit trading shall be prohibited. One exception is counties may distribute their
county-level work credits to municipalities within the county provided there is no exchange
of money or things of value. Communities may continue to redeem their existing work
credits for Rule 20A projects throughout the 10-year transition. They may also continue to
use their Rule 20A credits to “seed” the pre-project engineering and design costs of Rule 20B
projects per current rules.

Year 10 — At the end of the transition period any remaining Rule 20A credits must be applied
to a designated undergrounding district in the community. Any unused Rule 20A credits will
be eliminated and all work credit balances will revert to zero.

With the equity benefits and flexibility of this new program design it is still possible that
some of the smaller communities with fewer resources may have difficulty engaging in this
program due to competing priorities or limited resources. To address this issue, it may be
necessary to issue a one-time amount of work credits to historically underserved
communities that have long paid into Rule 20A but received little benefit. The purpose of
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this one-time allocation is to allow these communities to have the opportunity to complete
an undergrounding project in the neat term. One way to operationalize this one-time
allocation of funds would be for the communities to apply into a grant program, such as the

one described below in Option H.

D. Incentivize Municipal Undergrounding Surcharge Programs (Staff
Recommendation)

As desctibed earlier in the proposed program guidelines, Staff is interested in promoting
mote projects that can leverage local funding. Not only is Staff interested in increasing the
subsidy that is available to Rule 20B applicants under certain circumstances, but Staff would
also like to encourage municipalities to institute self-taxation programs such as the City of
San Diego’s program. To that end, Staff recommends instituting a dollar-per-dollar match of
up to $2 million per year per participating municipality that would be funded by the IOUs. In
order to be eligible, a2 community must have a self-taxation program such as a municipal

utility surcharge that is operational.

There ate several benefits that this proposal offers. Self-taxation programs significantly lessen
the burden on the general ratepayer by requiring only the ratepayers or taxpayers within a
given municipality to be responsible for most of the costs. This matching structure would
provide a significant level of assistance to communities, while capping the rate impact of the

matching funds.

Surcharge or self-taxation programs also simplify the ratemaking aspect of a utility’s
undergrounding program as the costs simply pass through to the ratepayers within a
municipality. The costs would not need to be approved as part of a forecast in a utility
general rate case. However, the matching funds would need to be approved in a general rate

case which adds some complication to the process.
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Options E and F described below assume that work credit allocations are to continne. Revising the work

credit methodology will be unnecessary if Option C is adopted.

E. PG&E’s, SCE’s and SDG&E?’s proposal: Rule 20A allocation methodology based

solely on overhead meters

During the April 2019 workshop, the investor-owned utilities (IOUs) recommended that the
allocation methodology be changed so that the formula would be based entitely on the
overhead fed meters in a community and eliminate the 1990 allocation baseline. Accotding to
the IOUs, this would simplify the calculation, which is cutrently based 50 petcent on the
total meters and 50 percent on the numbet of overhead fed meters for each community.
Furthermore, it would eliminate the outdated “1990 base” from the calculations.

The effect of this allocation methodology change would be an increase in allocations to
communities that have a higher ratio of overhead fed meters, such as the City of Long Beach,
while lowering the allocations to communities that have a high ratio of underground setved
metets, such as Foster City. This could potentially reduce the buildup of unused work credits
across the state and reduce work credit trading as the communities with more ovethead
facilities and greater interest in Rule 20A would teceive more work credits than communities
that are already underground and may not have much need for their work ctedits and prefer
to sell them instead. However, this may not make much of a difference to communities with
small allocation levels and they may still struggle to come up with enough work credits for
constructing projects. Additionally, this change does not address the transpatency and
efficiency issues around the unregulated buying, selling, and rea]locadng work credits.
Furthermore, overhead fed meters ate not the most accurate proxy fot the total volume of
overhead facilities; they are only representative of the actual service lines to homes and
businesses and not primary and secondary circuits, which make up a significant pottion of
the overhead facilities. It may be that there are communities with few overhead fed metets
that would end up receiving fewer work credits under this new methodology despite having
mény overhead facilides within their boundaries. '

F. Overhead line miles as the basis of determining work credits

Another option for modifying the allocation methodology that the IOUs brought up during
the workshop is to have overhead distribution line miles within 2 community’s boundaties
serve as the basis for determining the work credit allocatdon. As mentioned eatlier metets fed
by overhead service are not the most accurate proxy for the total volume of overhead
distribution facilities. Thus, by having at least a petcentage of the allocation formula be based
on overhead line miles, the allocation formula would bettet teflect the full scope of ovethead
distribution facilities within a community’s boundary. However, the IOUs did not
recommend what percentage of the allocation would be based on the overhead line miles.
The challenge with using the line miles as a basis for the allocation is that communities may
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teceive a disproportionately latge number of allocations simply by encompassing large
geographic areas, such as Mono and Inyo Counties, though their population sizes and
densities are small. Should the CPUC keep Rule 20A as an allocation-based program, then
Staff recommends that line mileage should factor in no more than 25 percent of the

allocation formula.

G. Allocation of mile points rather than work credits

Also tefetred to as “decoupling of dollars from miles,” this proposed methodology that the
IOUs shated as an alternative duting the workshop would change the allocation of work
ctedits based on dollars to mile points. The annual mileage allocation would be based on the
equivalent number of miles afforded by the utility’s 2019 work credit allocations unless
otherwise changed in the GRC (e.g. SCE would allocate about 10 miles points among of its
communities based on its 2019 allocation of $30.1 million). Some communities would be
eligible for an additional one-time baseline allocation of points equal to 3000 feet (equal to 5
city blocks or roughly half a mile)** and be allowed to use 2 one-time conversion of their
unused Rule 20A work credits to mile points if they meet one or more of the following:

e The community has never completed a Rule 20A project;

e The community has 80 percent or more of its population living within disadvantaged
community census tracts; or

e The community received $100,000 or less in annual work credits in its 2019

allocation.

One advantage is that mile points protect against inflation and construction cost increases.
Additionally, the mile points would not be marketable if the CPUC prohibits their selling,
giving and trading. The borrowing-forward and reallocation provisions could still apply, so
active communities would be able obtain additional points when needed. Furthermore, the
proposed baseline and one-time conversion of work credits to points would help ensure that

every community would have the opportunity to complete a project.

The challenges with the mile point system are that the mile point allocations may still be
insufficient to reduce battiets to entry for smaller and disadvantaged communities as
municipal administrative costs and constraints may prevent them from moving forward with
a Rulé 20A project. Moreover, mile points would not cover municipal administrative costs.
Additionally, it is mile points would not apply to subsurface transformers, securing and
paying for easements contarninated soils, and cultural resource findings without a change to
the utilities’ general conditions agreements. One additional chaﬂenge with mile points is
assigning their value in GRC budgets. It would be hard to project the cost of mile points as a

2 A project of this length for an individual community would come at an estimated cost of between $1.5 million and
$3.45 million. ’
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variety of factor can increase the cost of a project. Mile points could exasperate the unfunded
liability problem already present with the existence of neatly half a billion dollars of unused
work credits.

H. Replace the allocations with a grant program

While several of the modifications above (Options D, E and F) are focused on different
variants of an allocation-based program for distributing wotk ctedits ot mile points to the
municipalities, this option would instead require municipalities to apply for grant funding to
complete a project. With this Rule 20A program variant, the udlities would each sepatately
create a pool of funds based on their approved Rule 20A budgets in the general rate case.
The program administrator could award funds to communities based on a vatiety of criteria
such as the population size and density of the community, if it is proposing a project in a
disadvantaged community, if it is replacing aging or ovethead infrastructure, if it would
measurably enhance safety and reliability, scale of the project (i.e. large-scale), and if it has a
benefit-to-cost ratio approaching 1:1 or better. This progtam design offers a centralized
mechanism to award projects that will yield the highest societal benefits. Dedicated set asides
in the funding pool for smaller and larget communities will ensute that large and small
communities do not have to compete against each other for funding. Grant funding in the
form of matching funds could also be provided to communites that establish a surcharge or
self-taxation-based program such as in the case of the City of San Diego in the first year of
such a program. The grant-based program could be patt of the 10-year phaseout of Rule
20A. ~

There are several benefits that a grant-based program design would yield. For instance, a
grant-based Rule 20A would create a more level playing field for cities and counties,
patticularly small and disadvantaged communities, as they would no longer be dependent on
varying magnitudes of allocations or having to purchase wotk credits from other
communities. The grant system would allow communities to move forward more quickly
with projects by obtaining funds all at once rather than having to wait for many yeats to save
enough work credit allocations. Grant funds if held in an interest-beating, one-way balancing
account could accumulate interest unlike a community’s work credit balance, which loses
value over time due to inflation and rising project completion costs. Furthetmore, the grant
program could incentivize projects that would yield high levels of benefits from various
streams such as enhancing safety, reliability, efficiency/economies of scale, and/or by raising
property values.

A grant-based Rule 20A would be challenging to administer regardless if it is administered by
the utility, the CPUC, or a third-party such as the California Energy Commission.
Additonally, it will take more time to design and implement telative to other options for

continuing or modifying the current allocation-based program.

36




R.17-05-010 ALJ/EW2/nd3

Undergrounding Proceeding (R.17-05-010) Staff Proposal

Questions for Parties:

4.2.i. Are there other allocation ot grant designs from other utility or civil construction programs
that could serve as a better model then ideas that have currently been proposed?

4.2.ii. What are some grant-based programs that could serve as an appropriate model for a grant-
based Rule 20A progtram should one be adopted?

2 <<

4.2.iii. Are there definitions for “urban,” “suburban” (or “urban clusters”) and “rural” areas that
would be more appropriate for this proceeding and the Rule 20A program than U.S.
Census Bureau’s definitions?

4.2.iv. Is one block or 600 feet a reasonable minimum distance for Rule 20A and Rule 20B or
would five blocks or 3,000 feet be more reasonable?

4.2.v. Are there other items that would be reasonable for the Tier 1 or Tier 2 categories that can
be objectively measured? (Such as a threshold of annual vehicle-pole collisions?)

4.2.vi. Is it necessaty to have a one-time transition allocation of Rule 20A work credits to under-
served/disadvantaged communities at the start of the transition to a revised Rule 20
program? If so, how much would be appropriate and what criteria should be used to
determine eligibility? '

4.2.vii. Who should bear the cost of the approximately $93 million in work credit debt held
among 58 communities if work credit balances are reverted to zero under the tiered Rule
20B program proposal? (See Section 6, page 50 for more information on communities in
work credit debt)

4.2.viii. Should Rule 20B in its current or any revised form be subject to any annual limitations
for the am amount of rate payer funds a community can spend or the miles of lines that a
community can convert to underground?

4.2.ix. Are there ways that the CPUC can better encourage or incentivize self-taxation ot
surcharge programs among the cities and counties to accelerate undergrounding?

4.2.x. How should local surcharge programs interact with the Rule 20 program, for example
matching funds?

4.3 Sunsetting the Rule 20A and 20D Programs

Background

The notion of sunsetting the Rule 20A program was considered in the Scoping Ruling in
question 27, “If the Rule 20A program is discontinued, how should the existing program be
sunset?” Only the City of San Jose and Town of Portola Valley responded in their filed
comments on the Scoping Memo and recommended against discontinuing the program.

Rule 20D may no longer setve a function in light of the utilities’ wildfire mitigation plans
(“WMP”) which are intended to fire harden overhead infrastructure in the same high fire
threat areas that would be eligible for Rule 20D projects. The utilities” WMPs are not

37




R.17-05-010 ALJ/EW2/nd3

Undergrounding Proceeding (R.17-05-010) Staff Proposal

precluded from including undergrounding as a mitigation measure. Rule 20D projects may
place higher costs on ratepayers than simply installing steel poles and covered conductors.
Furthermore, the program may be too slow to complete undergrounding projects in light of
the growing wildfire risk. Not a single Rule 20D project has been initiated since the program
began in 2014 and any projects could take up to seven years to complete.

Staff Recommendation

Staff recommends gradually phasing out the existing Rule 20A and 20D programs over a 10-
year period, which would allow projects that are either underway or about to be initiated to
be completed with the funds that the communities have alteady committed to them. Annual
allocations of work credits would , and communities would not be allowed to sell their
remaining work credits with each other, but county entities may donate them to cities that are
within the county. Staff recommends that this gradual sunset of Rule 20A be combined with
option 4.2.C. to modify the Rule 20B program to incorporate tiered ratepayer contributions
shown on page 20. :

Questions for Parties:

4.3.i. Is 10 years a reasonable and sufficient amount of time to phase out the Rule 20A program
in its current form? '

4.3 ii. Should unused, uncommitted Rule 20A work credits be applicable to Rule 20B following
the sunset period? If so, should there be a limit to the percentage of 2 Rule 20B project that
can be funded through legacy Rule 20A work credits? '

4.4  Options for Obtaining Additional Rule 20A Work Credits
Background |

When communities require additional funding for projects beyond what they can accumulate
through their annual allocations, there are a few of options that they commonly turn to
obtain additional work credits. The most common approach is for communities to borrow
forward against their future work credit allocations from the utility. The Rule 20A tariff
allows for communities to borrow forward for a maximum of five years.

If five years’ worth of additional work credits is insufficient for funding a project, the tariff
allows for the utilities to reallocate unused work credits from communities that have been
inactive in the Rule 20A program. Inactive communities are defined as cities or
unincorporated counties that have not formally adopted a utility u'ndergrounding, started, or
completed construction of an undergrounding conversion project within the last eight years,
or have received Rule 20A allocations from the utility for only five years or fewer due to
recent incorporation. Based on the language in the Rule 20A tatiff and the precedent set in
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facilitating the final transfer of wotk credits from one community’s wotk credit ledger to

another.

Options (Assuming Rule 20A Continues)
A. Status Quo — unregulated work credit trading

Should no changes be made with regards to wotk credit trading, borrowing forwatd, and
reallocation in this proceeding, it is likely that the communities that either receive high levels
of allocations or are well versed in the progtam will continue to teap the benefits of the
program while others struggle to get their projects underway. One can argue that the work
credit trading process has demonstrated success and is able to reduce the unused work credit
balance that has built up among the cities and counties. Howevet, not many communities are
aware that they can buy additional work credits and not all communities have the finances to

purchase additional work credits.

Additionally, the reallocation process is controversial, as the utility must take away work
credits without compensation and has been traditionally a slow process due to formal CPUC

review and notification to inactive communities.

B. Regulated work credit trading

Under this scenario, the CPUC would formally recognize work credit trading as part of the
Rule 20A program and implement guidelines with increased transpatency for the process.
For instance, communities would be free to sell to one another at rates between 25 cents to
the dollar and dollar per dollar, but the final negotiated ptice must be included in a
transaction request addressed to the utility. Communities that sell their work credits would be
required to use their windfall for electric rate relief and would be prohibited from using their
earnings to augment their general funds. The communities would be ftee to loan work credits
to one another and are free to negotiate rates with one another at no higher than five percent
subject to utility approval. Additionally, unincorpotated counties would be free to donate
work credits to cities within their boundaries subject to utility apptroval. The utility would be
required to review all work credit transactions ptior to granting approval and ensure that the
buyers have a legislated undergrounding district for a workable project and that the sellet’s
terms are reasonable. The utilities should be transparent about the guidelines by including
this information in their updated Rule 20A guidebooks, in their annual allocation letters to
the communities, during in-person meetings with the communities, and on theit public
websites. The utilities should also provide information about all work credit exchanges in
their annual reporting to the CPUC. ‘

By modifying the curtent work credit trading practices as described above, the process can
potentially be made more transparent and more efficient at drawing down the balance of
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unused, uncommitted work credits. Additionally, by requiring sellers to use profits
specifically for rate relief, the CPUC can ensure that ratepayers who have been paying into
the Rule 20A program for years but have had few or no projects constructed in their area
would see some form of relief since they cannot opt-out of paying into the program.

However, even with these rule modifications and rate relief for selling communities, many
communities that do not teceive enough work credits relative to their needs and interest in
the program will likely continue to inject public funds into Rule 20A projects by purchasing
work credits from other communities. This is problematic as the intent of Rule 20A is to
have the ratepayers fund these costs. It is unclear whether it is reasonable to require the
municipalities to cover these costs simply because the Rule 20A allocation process does not

efficiently allocate funds to communities with an expressed interest in the program.

C. Prohibit unregulated work credit trading and only allow intra-county transfers (Staff

Recommendation)

Under this proposal, the CPUC would forbid the trading of work credits effective for the
remainder of the Rule 20A program. However, one important exception to the prohibition
on ctedit trading is to allow county governments to distribute county level work credits to
municipalities within their county borders. There are several reasons to allow this type of

non-monetary transfer activity, such as:

e The benefitting cities are part of the same county;

¢ The county can have a transparent way of deciding which cities in its jurisdiction
to transfer credits to; and

¢  Small municipalities find it difficult to accumulate sufficient work credits to
conduct a Rule 20A project. Sharing the county level allocations can help small
municipalities reach a sufficient quantity of credits for a project.

One final additional exception should be allowing adjacent municipalities to pool their
credits to enable an undefgrounding project that benefits the county or the adjoining
communities even if not in the same county. These types of non-monetary credit transfers

should be allowed.

The benefit of ending work credit trading include:

¢ Ends an opaque trading process;

e Prevents work credits from being monetized for non-undergrounding purposes; the
exceptions listed above will retain a means for communities to easily access
additional work credits when the allocations and five-year borrow do not suffice

without having to spend municipal funds to obtain additional work credits.
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The downside of this proposal is that communities with no interest in participating in
the Rule 20A program would no longer be able to monetize their unused work credits.

D. Borrowing forward up to ten years, or $1 million

Another potential modification to the Rule 20A Tariff aside from adjusting the rules for
work credit trading and reallocation would be to allow communities to botrow forward ten
years of allocations or §1 million, whichever is greater. As is the case under the current
borrowing practice, it is clear from the expetience of many of the communities that the five-
year borrow is only effective for some communities and not those that receive small
allocations of $250,000 ot less. By allowing communities to botrow forward at least $1
million regardless of the size of the community, the program would allow communities of all
sizes to move forward much faster with projects, rather than having to wait out a decade or
more to accumulate the same level of work credits. As a result, project completion rates
could potentially increase.

Conversely, allowing the communities to botrrow forward at least $1 million per project could
tepresent a higher potential ratepayer liability due to a potentially higher number of projects
going into ratebase. Another issue is that communities would likely go into work credit debt
for 10 years or longer, thus limiting their future participation in the Rule 20A program.
Additionally, 10 years or $1 million may not be enough to meet a project’s funding shortfall
and the community may need to either put their project on hold ot leverage its general fund
irt order to fund the project.

Another variant of this option would be to allow a community to request a “grant” to cover
the work credit shortfall, especially if a community has not completed a project or if the
project offers multiple benefits in addition to aesthetic enhancement. See Option H under
Section 4.2.

Questions for Parties:

4.4.1. Is 90 calendar days enough time for cities and counties to form a workable undetground
utility district? Would 90 business days be more appropriate?

4.4.11. Should the definitions for active and inactive communities be based on different critetia
than project statuses or an active utility undergrounding district, such as having a current 5-
year plan, 10-year plan, or sending the utility and the CPUC a letter of intent?

4.4.111. How have the communities benefitted from Rule 20A work credit trading?

4.4.iv. Should the CPUC continue to allow work credit trading among the communities?

4.4.v. How should the CPUC approach work credit debt should the Rule 20A program continue?
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allocation. amounts and the limitations described above, it is unclear if any projects will be
completed soon. Another downside to this option is that many of the communities outside
of SDG&E’s Fire Threat Zone that are eager to utilize Rule 20D would be unable to do so.

B. Expand a refined Rule 20D

In this scenario, the CPUC would expand a refined Rule 20D program to all the utilities and
encompass the State’s High Fire Threat District Tier 2 and Tier 3 areas rather than SDG&E’s
Fire Threat Zone.” The refinements would allow the program to cover the costs of
undergrounding all the electrical and telecommunications facilities, such as in Rule 20A and
allow the communities to leverage their Rule 20A work credits to fund Rule 20D projects.”
A refined version of the Rule 20D program that is expanded to beyond SDG&E’s Fire

- Threat Zone would facilitate significantly higher levels of Rule 20D project completion in
communities throughout the state. Should the program be expanded as described above, the
utilities will need to plan carefully with interested communities to ensure that the Rule 20D
program does not interfere with the utilities’ priorities for wildfire mitigation as set in their
Wildfire Mitigation Plans.

C. Terminate the Rule 20D Program (Staff Recommendation)

Rather than expand the Rule 20D program which has little to show for in SDG&E’s setvice
territory, Staff Recommends terminating the program and sunsetting it gradually as described
in Section 4.1. In the event that Rule 20 program modifications take place, such as expanding
the Rule 20 public interest critetia and/or establishing a replacement for the current Rule
20A program, Rule 20D will no longer setve a purpose as communities will have other
opportunities to underground for wildfire mitigation outside of the WMP framework. Rule
20 D program goals could be met through adding wildfire mitigation to the 20 A and B

programs.

¥ During the April 22-23 workshop for R.17-05-010, the Joint Local Governments expressed interest in leveraging Rule
20D in PG&E’s service territory. .

30 Cost sharing among the electric and telecommunications companies in the joint trench would be structured similar to
the structure in Rule 20 in which the facility owners bear the costs related to converting their own infrastructure to
underground.
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5. Rule 20 Program Reporting, Communication and

Transparency
Background

Under the current Rule 20 program, the utilities inform commﬁnities, the CPUC and the
public about the program primarily through their annual allocation letters to the
communities, the annual allocation and completion reports tothe CPUC, and information on
their undergrounding webpages to the extent that they have one. The utilities have also
dedicated staff to collaborate with municipal agencies and participate in community meetings.
For instance, PG&E has several regional Rule 20 liaisons that assist the project managers and

cootdinate directly with the government agencies.

The allocation lettets are sent to each of the communities in each utilities’ service territory
that receives work credits to explain what a given community’s work credit allocation is for
the year. The letters also explain the community’s total work credit balance, mention the five-
year borrow as a means of obtaining additional work credits, and provide contact
information to dedicated staff. Apart from these items, the allocation letters are otherwise
sparse on information. The letters make no mention of how the allocation for a given
community was determined, what the allocation formula is or any reasons behind changes
from prior years. The letters do not convey what current or recent project costs ate in neatby
communities to put the work credit balance into perspective. Additionally, the letters do not
mention anything about wotk credit reallocation, the community’s active or inactive status,
any relevant contacts at the utility or the CPUC, a program website or handbook, and
whether the community can sell its work credits or purchase more. Moreover, the letters do
not contain information as to who to contact and what the process is to file a complaint with
the CPUC. See Appendix B for an example allocation letter that PG&E sent to Humboldt
County 1n 2017.

The annual allocation >reports to the CPUC are similarly sparse on information and only
show the individual allocations to the communities and the total allocation for all the
communities. There is no mention of how the allocation formula was applied, the change in
allocations, the work credit balances, which communities are active and inactive, ot which
have borrowed forward five or more years of allocations. See Appendix C for an example
allocation report that SCE sent to the CPUC in 2018.

The annual completion reports offer much more detail in comparison, but they could benefit
from refinements. The conversion report shows high-level summary statistics for program
expenditures and unexpended work credits for the year and cumulative, breakdowns by Rule
20A, 20B and 20C projects.

See Appendix D for an example completion report that SDG&E submitted for calendar year
2018. During the April 2019 workshop, the utilities and various parties pointed out shortfalls
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with the current reporting structure such as the lack of data on Rule 20A project activity over
the report year, particularly with projects in the queue or in-progress. The patties as explained
that the reports omit data on actual project costs inclusive of the telecommunications costs,
an explanation of the cost components, what the project costs estimates and any variances
are, and costs on a dollar per foot/mile basis. Additionally, the utilities expressed concern
over the sections that focus on Rule 20B and 20C given how labot-intensive it is to ptepare

that information for the report.

In addition to the undergrounding letters, teports and webpages, the udlities have also
attempted to utilize a Rule 20 Guidebook, based on PG&E’s 1996 “Underground Utilities
Conversion Planning Guide” with the cities and countes, but it was never adopted by the
League of California Cities (LOCC) and is not in use. From the 1980s to the eatly 2000s,
PG&E, Pacific Bell (now AT&T) and the League of California Cities jointly developed and
adopted two versions of a Rule 20 Guidebook to help inform the communities engaging in
the program on topics ranging from project planning, funding, coordination and
construction. It is unclear how widely these guidebooks were used, but during the April 2019
workshop, the City of San Jose had remarked that the guidebooks were inaccurate and had
led the city to rely on inaccurate information. Following the CPUC’s otder in D.01-12-009
from the last Undergrounding Proceeding to revise the guidebook, the utilities attempted to
work with Pacific Bell and the LOCC to update the Undergrounding Planning Guide but
failed to do so as desctibed eatlier.

Despite the utilities’ various forms of communication and reporting for the program,
communities and ratepayer advocates have expressed that there is a lack of adequate
transparency and the level of knowledge varies among the municipalities about basic
information such as how the program works, how the allocations are calculated, how much
the ratepayers are paying for the program, how much projects cost, what the cost
components are and their unit cost ranges, how long projects typically take, what the
responsibilities for all of the joint trench participants (the electric utility, the
telecommunications companies and the governmental body) are, and what is in the Rule 20

Tariff.

Similarly, communities are often only able to obtain limited information regarding project
cost increases and the utilities’ bid results due to confidentiality protection, though the bids
are for projects intended for the public benefit. The communities are often left with vety
little explanation when they encounter significant increases in their project cost estimates and
in some cases have to request their city councils to authotize the putchase of millions of
additional work credits from an unsanctioned secondary market for reasons they do not fully
understand and are not communicated to them by the utility.
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Options
Options B-G are not mutually exclusive.

A. Status Quo — continue current feporting requirements

While maintaining the cutrent reporting and communications protocol may be convenient
and less of an administrative burden than adopting new protocols, it has become clear that
these protocols are insufficient for disseminating the information that the CPUC and
communities need for planning purposes and for informing the public about the program.
Should no changes occur hete, then information about the program will continue to
disseminate unevenly and the utilities may continue to report on areas such as Rule 20B and
20C in more detail than is needed and underteport on information concerning Rule 20A.

B. Implement refinements to the allocation letters and reports (Staff Recommendation)

Under this proposal, the utilities will modify their allocation letters to the communities and
reports to the CPUC to provide some additional background and context. The updated
letters and reports will briefly explain how the allocation was calculated based on the number
of meters and the formula, include relevant citations to the Tariff and the most recent general
rate case where the allocation totals were approved. The allocation letters and reports are to
explain whether communities are inactive or inactive and include information as to how they
can become active. Both the letter and report should include an attachment that shows the
allocations over the past ten years for each of the communities with the allocation factors
and meter totals similar to what the utilities provided the CPUC Staff as part of the R.17-05-
010 data request. The utilities would also provide each community with a complete detailed
invoice accounting for all the costs associated with any projects for which the community’s
work credit balance is deducted at project conclusion in the allocation letters. This could be
supplemented with a year-end activity summary letter for communities that have active
projects. In the allocation report specifically, the utilities should report the work credit
balances, indicate and which communities have botrowed forward five or more years of
allocations, and which obtained work credits through an exchange with another community.
However, should Rule 20A be eliminated or be replaced‘by a grant-based program, then the
allocation letter and report would no longer be necessary and can be replaced with an
additional line item in the completion report detailing the growth or decline in funds available
for projects. The letter template should be approved by the CPUC via Advice Letter.

C. Implement refinements to the completion reports based in part on the ualities’
recommendations (Staff Recommendation) |

During the wotkshop, the utilities shared some preliminary ideas for modifying their
completion reports and better focusing the reports on data for Rule 20A for the year. The
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utilities proposed removing the data reported on Rule 20B and 20C projects, which consists
of the location, job/work order number, the project applicant’s costs and the total net utility
costs for each of the Rule 20B and 20C projects completed during the year. By removing the
20B and 20C sections, the utilities would be able to focus their time and attention to
reporting data on the Rule 20A program, which they think would provide the most value to
the CPUC.

The utilities recommended that the format could be more focused on expenditures for
projects in various stages rather than just plant closing data. This would allow the utilities to
provide more information regarding the annual expenditures and developments with projects
underway rather than the final costs to projects that have been completed. The utilities also
suggested that there could be a recap of the annual budget, expenditures by project and
variance explanations for being above or below design cost estimates. The utilities further
proposed modifying the exhibit for Rule 20A completed projects to be consistent with actual
costs for each project. The utilities suggested the use of a consistent definition of
“complete,” which would be defined as “operational and either the poles removed or topped
just above the telecommunications facilities”.

Staff’s additional refinements to supplement the utilities’ proposal

To help make the completion report more understandable to the communities and the public
would be for the utilities to include an introduction and expanded definitions section that
clearly explained the contents of the report and defined all of the terms and explained all of
the cost components that make up the expenditure statistics in the report. This could include
an explanation for what costs the Rule 20A work credits pay for and what costs the
municipalities and the telecommunications companies are responsible for. The utilities could
also provide project costs on a per mile basis over the past five years averaged by county for
on-going and recently completed projects to convey trends in project costs. The utilities
could supplement this with aggregate costs that could be-made public for the various project
cost components (both hard and soft costs) from on-going and recently completed projects.
In addition to this cost information, the utilities could also include the balancing account
balances for Rule 20A and any other Rule 20 programs that have balancing accounts
established as a result of this proceeding. All this information could provide significant value
for planning purposes to the communities and the public and convey key insights into the
program to the CPUC.

In addition to including this information in the introduction, the utilities could also include
basic details about the projects completed such as job ID, project name, street location,
length of the project, and a breakdown of costs to show what the costs were that all the
entities were responsible for after any adjustments have been made to date. The utilities
could also report on expenditures made since the last completion report was issued for the
completed projects and those that are still underway. Additionally, the utilities should submut
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businesses. This could improve transparency on the job progress and allow for community
members to have a greater voice in the Rule 20 planning and construction process.
Additionally, the utilities proposed to have a pole-out ceremony to mark the conclusion of
projects with the communities and celebrate the accomplishment. While this could build
rapport with the communities and the residents, it may not make sense in all cases due to
costs unless they are larger projects in scope and were identified by the community to be a
high priority.

While these suggestions could lead to greater input from the municipalities, it is not clear that
they all will encourage a higher level of municipal engagement in the program. Thus, it may
make sense to pilot different methods and fine-tune them accordingly.

G. Enhanced written communications to the communities (Staff Recommendation)

An additional suggestion that Staff recommends is to require the utilities to write to the
communities to coordinate an annual in-person meeting to discuss ten-year plans with the
communities that would like to participate in Rule 20. The utilities should maintain a service
list of municipal program participants and stakeholders and should be updated annually in
order to maintain a comprehensive and accurate list of phone and email contacts. The
utilities could send a letter to each of the communities informing them about the program,
provide a contact list for relevant utility and CPUC personnel, the community’s annual
allocation and work credit balance, and put the work credit balance in context with current
project costs in their area. This could be a modified version of the current annual allocation
letter. Additionally, the utilities should ask if the communities are interested in initiating a
project within the next five years and require them to sign a form acknowledging that they
have read the Rule 20 Tariff and that their work credits can be taken away from them if they
do not participate in the program. For the communities that indicate that they are interested,
they can indicate if they would be interested in having a coordination meeting with the utility

to discuss their ten-year plan and any future or on-going projects.

H. Require the utilities to report on aggregate costs for project cost categories based on bids that
the utilities receive (Staff Recommendation)

In order to provide information on the individual project cost categories (such as labor,
parts, trenching, overhead costs, etc.) without disclosing confidential bid information, the
utilities would report on aggregate costs for each of the individual cost categories under this
proposal. This would allow the communities and the public to better understand what the
major cost drivers ate in a project and more effectively budget and plan for projects.
Aggregating the costs could be accomplished based on a three-year averaging of costs and on
a regional basis to help capture any regional variations in construction costs.
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Questions for Parties:

5.1. Can the cities and counties sign a non-disclosure agreement with the utilities so they can have

access to project bid information and other confidential information?

6.

Rule 20 Project Completion Issues
Background

In the current Rule 20A program, the average project takes between two to seven years (not
including delays) to complete from forming an underground utility district to the restoration
of service following removal of the last pole.” The cost of the projects on average are around
$3.8 million per mile across all the utilities’ service tertitories. Over the course of the various
planning, design and construction phases over the project lifecycle, the project cost estimates
are continually refined, and the vatiability tends to decrease significantly. For instance, during
the design phase (AACE Class 4), the costs can vary as much as 50 percent higher and 30
percent lower from design cost estimates. By the time the project has received bids in the
pre-construction phase, the estimates (AACE Class 2) can be reasonably expected to vary by
+20 percent and -15 percent.

There have a been sevetal cases in recent years that have been of great concern due to high
project cost variances that merit greater scrutiny in the project cost estimation process. For
instance, the County of Napa and City of St. Helena’s join project that was completed in
2013, the project was estimated to cost $8 million and more than doubled in cost to over §17
million. As a result, the County of Napa, which had a work credit balance of $6.15 million in
2010, an allocation of about $360 thousand Rule 20A work credits and was responsible for
the majority of the costs ended up with over 75 years of work credit debt to the dramatic and
unexpected rises in the project costs. 58 communities across the State are currently in work
credit debt, and some have work debt that exceeds 50 years in equivalent annual allocations.
As of 2019, these 58 communities held a cumulative work credit of approximately $93
million. See Figure 3 below for the communities with the highest levels of work credit debt.
To date, the Rule 20A program does not offer any mechanisms for eliminating this debt and
the utilities have chosen to continue allocating work credits to indebted communities and
forbid them from initiating any projects until they have a positive balance.

36 This is based on the average taken from all the utilities and assumes there are 261 workdays a year for projects. Within
this timeframe, it takes about three to five years from project design to completion.
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work credits or otherwise pay with pre-arranged funds from their general fund to proceed
with a project is problematic as it is not aligned with the intent of the Rule 20A Tariff.

In addition to the above, some communities have expressed frustration over the lack of
clarity over which pre-construction and construction tasks and costs the utility is responsible
for and which the communities are responsible for. While the Rule 20A Tariff specifies that
the utility “will at its expense, teplace its existing overhead electric facilities with underground
electric facilities,” there is no explanation if the utility is responsible for all costs and tasks or
if it is more reasonable for the communities to bear some of the butrden. For instance, the
Rule 20A tariff makes no mention of who is responsible for paying for underground
transformers, which the utilities consider to be non-standard installations. To make up for
this lack of guidance in the tariff, the utilities have clarified in their Rule 20A general terms
and conditions which tasks and costs the community and the utility are responsible for
subject to approval by the CPUC. This has led to a variable approach by the utilities which
rely on terms that are inconsistent from one another. For example, PG&E’s GCA allows
communities to elect to install subsutface transformers and pay for them using their Rule
20A work credits, while SDG&E only installs pad-mounted, above gtound transformers.™
One consequence of this vatiable approach is that some communities have come to question
whether the utilities’ general tetms and conditions are even consistent with the Rule 20A
tariff and the CPUC’s intent for the program. For instance, the utilities expect in the general
terms and conditions that the communities to pay for securing easements, which appears
contradictory to the Rule 20A Tariff which specifically says that the utility is to obtain the

rights-of-way at its own expense.

Options

Note that Options B-E are not mutually exclusive.

A.

Status quo — no Rule 20A project completion incentives

Under the status quo scenatio, the CPUC would not implement any policy changes that aim
to incentivize more efficient project completion and lower costs and would not require any
changes to the way the utilities delineate which entities bear which cost and task
responsibility. Currently, the utilities Rule 20A general terms and conditions documents in
effect spell out the community and utility responsibilities for project planning and they are
not subject to a significant level of debate. Thus, one could argue that it is not necessary to
revise the Tariff and Guidebooks to delineate the project responsibilities and it is unclear if
any of the responsibilities need to change to be consistent with the Rule 20A Tariff.

1 PG&E requires in its GCA that the city or county that elects to install underground transformers to pay a one-time
maintenance fee representing the difference in maintenance costs between a pad-mounted facility and a subsurface

facility.
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However, by not implementing any policy changes, it is unclear how effectively the utilities’
and communities’ incentives can be aligned to enhance the efficient and timely project
completion. Additionally, the status quo scenario does nothing to resolve the issues
surrounding growing costs and timelines and does not address the dilemma of who should

bear the associated costs.

B. Require cities and counties to be the trench lead by default and allow for them to bid for

their own contractors (Staff Recommendation)

Currently, the electric utilities are designated as the default trench lead unless a community
elects to be the project lead. This means that the electric utility is responsible for the project
design, planning, bid solicitations and contracting, coordination with the joint trench
patticipants. By designating the community as the default trench lead — unless they assign the
electric utility or one of the telecommunications utilities as the trench lead — the community
can better ensure that project management and coordination matches their expectations and
that these tasks do not get de-prioritized by the utility when circumstances like wildfires arise.
Additionally, by allowing the communities to conduct theit own bids, they may be able to
receive lower bids than the electtic utilities and that the results will be made public. To make
up for the increased administrative costs for communities leading a project, the community’s
costs could be reimbursable by the electric utility. However, not all cities and counties would
be able to take on this level of responsibility for managing the project and soliciting their
own bids. Furthermore, there is little evidence that shows the bids communities receive are
lower when they conduct them themselves given that they would still have to rely on a
limited pool of pre-approved contractorts.

C. Establish threshold timeframes for project milestones (Staff Recommendation)

Under this proposal, the CPUC would specify what acceptable timelines are for project
milestones in the design, pre-construction, construction and closing phases with a certain
degree of flexibility for unforeseen circumstances. If any given milestone is not reached
within a specified timeframe, then the utility shareholders will be required to bear any project
costs associated with delays in excess of 30 days. When these timelines are exceeded, the
utility must additionally notify CPUC Staff within 10 business with the following information
in writing:
1. Background on the project
1. Targeted timeline for all work steps involved project and actual timeline for
completed steps
iii.  An explanation as to why there is a delay and what efforts have been taken
to resolve it
iv.  An estimated timeline for the resolution of the delay and
v.  Estimated cost impacts of the delay and how they are to be funded

56







R.17-05-010 ALJ/EW2/nd3

Undergrounding Proceeding (R.17-05-010) Staff Proposal

communities which costs and tasks they are responsible for versus what the utlity is
responsible for. This would also ensure that these terms are consistent with the Rule
20A Tariff and the CPUC’s intent for the Rule 20A program and are communicated
consistently by all the Rule 20A guiding documents to the communities. The IOUs’
general terms and conditions documents should be largely the same among the IOUs
and be subject to CPUC approval.

E. Establish one-way balancing accounts for the Rule 20A, 20B, and 20D programs to the
extent the utilities do not have them (Staff Recommendation)

_In order to prevent the utilities from redirecting funds the CPUC approves in the
general rate case for the Rule 20 program, the CPUC could require that the utilities
establish one-way balancing accounts for the program. This requirement will help ensure
that the utility has adequate financial resources to devote to the program and can hire
additional pefsonnel as needed to best manage the program. Furthermore, it would help
the utility pay for projects even if they were to exceed their GRC expectations if there
are unused funds in the balancing account. Cutrently PG&E and SCE have one-way
balancing accounts for their Rule 20A progtams, but none of the utilities have one for
their Rule 20B program nor does SDG&E for its Rule 20D program. Rule 20C is paid
for almost entirely by the applicant, so establishing 2 one-way balancing account would
be of little use.

Owestions for Parties:

6.1. Are there other policies that the CPUC can implement to incentivize more efficient and less
expénsive project completion?

6.il. What are reasonable time thresholds for the project milestones? -

6.111. Are there any additional project planning and construction processes that can be outsourced
in order to achieve greater cost savings? :

6.iv. Are there ways to incentivize.mote efficient construction processes? For instance, directional
boring could potentially save time and money by elimi_nating the need for extensive
trenching. _

6.v. What are additional ways to help align the incentives of all the joint trench participants and
enhance greater coordination?

6.vi. Should the costs and responsibilities currently botne by the telecommunications companies
be modified to enhance project completion and minimize project costs on the electric

ratepayers? If so, how can this be accomplished?
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