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Deéision 84-10-005 October 3, 71984 QDK
BEFORE THE PUBLIC UTILITIES COMMISSION:QF “THE S

Re Resolat*on E-1 930 authorlzxng )
PACIFIC GAS AND ELECTRIC COMPANY ) Application 60809-

tO establish a 1981 underground ) (Filed October &, 1981)
conversion budget. >y
: ' )

OPINION AND ORDER ON
LIMITED REHEARING OF D.82-12~069

Decision (D.) 83-02-065, dated February 16, 1983, granted

a petition for rehear;ng of D.82-12-069 filed by the Cmty and
County of San Francxsco (City). The rehearing was limited to
determining whether a 13% increase accura tely represents the extent
by which the actual undergrounding costs of Pacific Gas ‘ané
Electric Company (PG&E) have exceeded its estimated. underground-
ing costs for the years 1981 and 1982, as adopted in D.82-~12-~069
in Applxcat*on (A.) 60809, PG&E's 1981 genezal rate proceedzng.

~ The limited rehearing was neld before Admmn;stratxve
Law Judge Martin Mattes on August 15, 1983 and the matter was
submitted. Evidence was presented by PG&E. The Czty, the C;ty
of San Diego and the Commission staff partzcxpgted in th;s phase
of the proceeding. -
Procedural Background

D.73078 (1967) (67 CPUC 490) stated that it is the
policy ©f this Commission to encourage the undergrounding of
utility lines. Each respondent electric utility was ordered
to file annually with the Commission a statement ‘setting forth
its annual budgeted amount for the replacement of overhead with ,
underg:ound,féc;lxtzes, together with amounts allocated to each
¢ity and unincorporated area. Each respondent’ elect*xc_ut;Wzty
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also was oxdered toO submit annually‘a full report on the
conversion work completed durxng the precedmng year. The
budgeted anmounts for conversion whxch were not spent wexe to |
be carried over to the succeeding year, to be added to that
year's budget. . ‘ S co L
Supplementary D.82-01-18, issued’ January S, 1982, xn |
Case (C.) 8209, found (Finding 1) that D.73078 provided that .
each respondent electric utility should determine the level of
its commitment to fund conversion: thereafter, it was not intended
that they should be able to reduce that commitment without £ind-
ings and formal Commission approval. It was intended thét the
commitment stated in actual dollar terms should be perxodzcally
adjusted for increases in construction costs. _
Resolution E-1930 of July 22, 1981 ordered PGSE to
budget $21,150,000 for its 1981 underground conversion. program.
This amount was required in order for PGSE to maintain its
undergrounding conversion program at its initial level:of effort,
although PGLE had recuested $15,500, 000 for 1981 an amount equal
to its 1980 budget. o '
The Commission granted rehearxng of Resolutzon E-1930
in D.93602, stating that it also would consider the proper
levels for PG&E's underground conversion budgets for 1982 and
subsequent years. In D.82-12-069, dated December 15, 1982, the
Commission set forth 1981 and 1982 undexr groundlng budgets for
PGSE of $17.5 and $20.5 million respectively. It also provided.
for a new manner of <formulating future PG&E‘undergrounding.
budgets, namely, that of determining them through consultétion
and negot;atxons between PG&E and the League of Cal;forn;a Cltxes.
On January 13, 1982, City, one of the’ most actxve
communities in utilizing umdengmmxﬁhng funds, flled its Petztzon
for Rehearing of D.82-12-069. It asked that various. modifications
and additions to the decision be made, but limitedfitS‘request for




A.60809 ALJ/lk/ec

rehearing to one issue, namely, the percentage wheréby PG&E’s
actual costs of undergrounding have exceeded its estimated
costs. City asserted that the :ecd:d‘Su§ported a percentage
increment of 16% rather than the 13% granted in D.82-12-069.
D.83-02-065, dated February 16, 1983, granted a réhearing,
limited to determining whether a 13% increase accufately o
represents the extent by which PG&E's actual undergrounding
costs have exceeded its estimated undergrounding costs.
The Evidence |

~ In response to the order granting rehearing ane data
requests of City, evidence was presented by PGSE in Exhibit 20
showing: |

(Tab A) A complete listing of under-
grounding jobs started between
January 1, 1968 and December 31, 1982.

(Tab B) A summary of the yearly cost
information (both estimated or budgeted,
and actual) on completed jobs contained
in Tab A. Tab B shows the estimated
costs and actual costs charged.each year
since the start of the program and
cumulative totals for completed projects.
Tab B shows a 13.7% cumulative

overrun f£or projects completed since

the start of the program in 1568.

Tab B also contains a compilation
excluding data for the years 1968
through 1970, the £first three years

£ the program during which very high
overruns assertedly were experienced.
With those data excluded, the cumulative
overrun is 1l.2%.

(Tab €) A listing of all jobs that
were completed, closed and analyzed
- during 1982. The overruns average
12.3% during the year.
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(Tab D) A study made in 1981 by
PG&E's Valuation Department of a
random sampling ©£ 22 jobs, which
indicated a 12.9% overzun on jobs
started through 1980. The study
concluded that the actual cost of
such jobs would exceed the estimated
costs charged to allocations by
$16,364,788 hased on the 12.9%
overrun.

The witness testified thatr it was his belief that
12 to 12.5% represents most closely what PG&E's average overrun
is likely to be in the future based‘on'datagunder Tab B. The
witness stated that actual overruns may be even less because of
new budgeting and management controls now in place.
Cross=~examination of the witness‘by‘City‘develbped
that the longer the time betweehjstart and completion of a job,
the greater likelihood that higher than average.ove:runs/wi;l.
occur, and that not all jobs could bé analyzed because they
were not completed.
Position of Citv

City, the petitioner for rehearing, takes the position .
that based on the witness' tastimony iIn the prior phase of the
proceeding, there should be some increase in: allocatzons for an

inflation factor, and that there is no reason to erﬂct lower overrnns‘
in the future.

City asserts that PG&E agreed in the priOr phasé that
whatever differentiation exists between the estlmated or budgeted:.:
cost and the actual cost should be added to the allocat;on._ City
contends that the proper figure to be. used for the purpose of
this proceeding is the cumulative 13.7% overrun s;nce the start
of the program, whxch also is the highest oe*centaqe developed
in Exhibit 20. City apparently concedns t“at the 46% figure
referred to in its petxtlon for rehoar&hg was testzf;ed to in
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error by PG&E's witness in the earlier phase of this proceedzng
and that percentage is not supported by the evidence.
Discussion
The percentage overrun figure +o be determined here
has meaning only for PGSE's undergrounding budget for the

years 1981 and 1982, as amounts budgeted after that period have been

and will be determined through negotiation betwzen PGEE and
The League of California Cities.

It is clea_ that the 16% over*un figure referred to by City
in its petltlon is nos sSuppor table in the recoxd. The questxon to he

decided is wnether to use the cumulative ‘1gure of 13.7%
advocated by City or the 12 to 1l2. S% figure recommended bv
PG&E. :

For the limited purpose of this proceeding, we adopt
the 13% figure underlying PGSE's 1981 and 1982 undergrounding
budget adopted in D.82-12-069. That figure represents the
middle ground between the cumulative percentage overrun for
all completed jobs and the lower overrun percentages based
only on the more recent data.

Findings of Fact

1. Based on the additional evidence adduced in the
limited rehearing, a factor for costs overruns of 13% apol;ed
to PG&E's 1981 and 1982 under ground;ng budgets is reasonable.

2. DPG&E's undergroundzng budgets of $17.5 million for
1981 and $20.5 million for 1982, as set forth in. D.82-12-069,
are reasonable. '
conclusion »

Our approval of the éG&E's unde#g:oun@;pg«budgets for
1981 and 1982, set forth in D.82-12-069, should be. affirmed.
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IT IS ORDERED that: |
1. The underground;ng budgets 0£ 517.5 mllllon for 1981

and $20.5 million for 1982 approved for Pacific Gas and Electric
Company set forth in D.82-12-069 are affirmed.

2. The limited rehearing of D. 8“—12-069 granted 1n

D.83-02-065 has been concluded and A. 60809 is closed.

This order becomes fectlve 30 days from today.

Dated October 3, 1984, at San Francisco, Calif?rr_xiia.“

VICTOR CALVO o
" PRISCILIA C. GREW
" DONALD: VIAL T

WILLIAM T. ‘__BAGLE!“- .

.. Commissioners:

UAS AYTROVID SR TREABGVE,
COMMISSICRERS DCRAYL
- . T : o s ' Lot "
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Decision

BEFORE THE PUBLIC UTILITIES COMMISSION'OF ‘THE STATE OF CALIFORNIA -

Re Resolution E-l930‘auth6rizing ) /f : _
PACIFIC GAS AND ELECTRIC COMPANY ) Application 60809

to establish a 1981 underground (Filed OCtober 6, 1981)
conversion budget. L

OPINION ON
LIMITED REHEARING OF/D.82-12-069

Decision (D.) 83- 02-065,/gated February 16, 1983, granted
a petition for rehearxng of D.8 12 ~069 £filed by the Cxty and
' County of San Francisco (City) The rehearing.was limited to
| determining whether a 13% incorease accurately represents the extent
by which the actual undergfgunding costs of PacifiC'GaSiand
Electric Company (PG&E) hawve exceeded its estimated underground-
ing costs for the yearslﬁgsl and 1982, as adopted in D.82-12-069
in Application (A.) 60809, PG&E's 1981 genéral,rate proceeding.
The limited /rehearing was held before Administrative
Law Judge Martin Mattes on August 15, 1983 and the matter was
submitted. Bvidenceé was presented by PGS&E. The City, the City
of San Diege and the Commission staff partzc;pated in this phase
of the proceed;ngl
Procedural Background « ‘ _
D.73078 (1967) (67 CPUC 490) stated that it is the
policy of this Commission to encourage theVﬁndexgroﬁnding of
utility lines. Each reépondent electric utility was ordered
to £file annually with the Commission a statement settzng forth
its annual budgeted amount for the replacement of overhead with
underground facilities, together with amounts‘allocated-toveach
city and unincorporated area. Each respondentfelect:iC.utility
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also was ordered to submit annually & full :epo:t‘on the
conversion work completed during the preceding year. The
budgeted amounts ch conversion which were not Spent/Qere o
be carried over to the succeeding vear, to be added to that
year's hudget.

_ Supplementary D. 82-01—18, -ssuec January 5, 1982, in
Case (C.) 8209, found (Finding 1) that D. 73078 provided that
each respondent electric utility should dé;e*m;ne the level of :
its commitment to fund conversién: thereafter, it was not intended
that they should be able to reduce thdZeCOmmitment without f£ind~
ings and formal Commission approval It was intended that tke
commitment stated in actual dollar/terms should be periodically
adjusted £or increases in construction Costs. :

Resolution E-1930 of Jély 22, 1981 ordered PGLE to
budget $21,150,000 for its 1981 underground conversion progran.
This amount was required in oxder for PGSE to maintain its
undergrounding conversion program at its initial level of effort,
although PGSE had recuested $15,500,000 for 1981,an amount equal:
o its 1980 hulget.

The Comm*sszo granted rehearxng of Resolutzon B-1930
in D.93602, stating .h?m it also wounld consider the prope*
levels for PG&E's underground conversion budgets for 1982 and
subseguent years. n/D 82~12-069, dated December 15, 1982, the
Commission ses 1981 and 1982 undergrounding budgets for
PG&E of $17.5 and 9&0 5 million, respectively. It alse provided
for a new manner of formulating future PG&B‘undergrounding:
budgets, namely, that of determining them through consultation
and negotiations between PGE&E and the League 0f California Cities.

. On January 13, 1982, City, one of the most active |
communities in wtilizing undergroundng funds, filed its Petition
for Rehearing of D.82-12-069. It asked that various modifications
and additions to the decision be made, but limited its request”fbr
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ORDER ON
LIMITED REKEARING

IT IS ORDERED that:
1. ZThe undergrounding budgets of

$17.5 millsdn for 1981

and $20.5 million for 1982vapprdved-for Pacizis/cas and Electric
Company set forth in 0.82-12-069 are affirme 4

2. The limited rehearing of D.82-124069 granted in
D.83-02-065 has been concluded and A.60809% is closed..
This order becomes effective/30 days from today.

Dated OCT 3 1984

» at/San Francisco.

VICTOR CALVO ;
PRISCILLA C. GREW
DONALD vIAL -~ .
WILLIAM T. BAGLTY

- .Cozxiscioners



