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Q2iIXNIQ0X

Summary of Decision

In Case (C.) 8209, we estadlished a program under which
respondent electric utilities are reguired o annually budget funds
for use by the communities they serve to convert a part of the
utilities' overhead distribution systems To underground systems.
C.8209 was reopened to reexamine the program, largely because of
comglaints from cities that all funds budgeted to the program were
not being spent and because our stafll wished t0 recommend casnges
in the program.

This decision suthorizes changes in tne previously acoprted
undergrounding conversion prograz by providiag that:

1. Unexpended carryovers of dudgeted funds should
be reduced by *equiring That the respondent
utilities inc’ude a2 plan in their annual dudgets
submitted for approval by the Commission for
reducing such carryover.

Funds allocated to communities for u dnr~rouﬂc_“
whaich are not prompily spent msy De reallocated
by the ut *lzt_e T0 other ccmmu.izies, nder
proper saleguards.

If the local governmental juriscict on chooses,
uzi}zpzes will install the first 10070f undergroun
facilities ’rom the sz*ee* distribution line %o
the point of connection with the cusiomer's
wiring.
The levels of funds annually dudgeted for uncdergrounding
will continue to0 be reviewed by our stafll under present advice letter

procedures.
Background

Fourteen years ago tais Commission ’au iched a long-range
program to convert most existing overnead utility distribution lines
to underground facilities. Decision (D.) 73078 (1967) 67 CPUC 490
accepted a commitment by 2ll California investor-owned electric and
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telephone utilities to convert part of their overhesd distrivution
systems each year, using Their own funcs. The declsion required eaca
electric utility to adopta new rule for conversions as part of its
tariff (a vypical Rule 20-A, that of Pacific Gas and Zlectric¢ Company
(PG&Z), is contained in Appendix A).

Prior T¢ that decision, uzncderground coaversions for
esthetic purposes would normally have been funded directly or
indirectly by affected consurers (often through formation of an
assessment cistrict). nserally speaking, utilities would spend
their own money on conversions only when there was a demonsvtrable
cost benelit to thex or for their owz operating coavenience. Neecless
to sa2y, there was little progress in clearing California’s horizozs
of annoying visual clutter.

This program nas several notable features. Tirst, the
Commission did not dictate how much should be spent or how soon
utilities should complete their conversion activities. Zach electric

tility was 2llowed to cecicde these metters. The Commiscion merely
reservec the power 0 review the smount each eleciric company ear=arxs
for Rule 20-4 progec.d. Until 1931 the Cormmission had zever disapproved
a budget. The staff had, in at least two other instances, persuaded
a utility to increase its proposal bYefore it was formally subzitted
o the Commissio:z.

The Commission did not exercise the options o decide
which projects should be funded. =Zach local coxrunity was allowed
to decide where and how its annual share of utility funds for
undergrounding should be spent. The rile does inclucde broad guidelizes
for exercising this discretion; in practice, however, neither utilities
nor the Commission has attempted to invoke those guidelines to challenge
local decisions. TFor all practical purposes Rule 20-A functions like
a subvention. It allows local governments %o Spend money on a Specific
type of public improvement without raising taxes.

Tae rule does, however, allow electric utilities some power
to decide how long a communily can accuxulate funds before beginning
a project. Trhey 2lso can cetermine the extent to waich a community

-3
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an call for advances agoinst future years' allocations. These
limi:atlons are applied live 1

fewer larger projectsc rather than smaller, usually less cost~eflective
projecis.

es funcés amoeng The comnunities it serves

.

Zach urilivy allocart o
of customers receiving service In each
-9

in proportion to the number
community. It was felt that thic type of zllocation would make it
clear beyond question that ratepayers in one community were not
compelled o subsidic ei;enuit*res mandated by elected officials of
another local community.=

Unlike electiric utilities, telephone utilities do not have
the power 0 determine how much they will spend or how fast they will
complete conversion. Their activities are cetermined by the Timetables
0f the eleciric utilities with which they share poles.

Once a local governmment decides that 8 group ol such poles Is
to be conv ed, wn e
also coavers its linmes. This open-encded commitment i3 Toleradle
because most of 2h Ject is normolly attridutadle To

ohone utility which shares those poles must

The rule coes notv fovern zelophone conversions in terrilory
served Yy publicly owned electiric utilities. It is assumed that such
conversions will reflect whatever recuirements are adopted by the
electiric utilities.

1/ As explained more .L-ly below, San Tiego Cas & Zlectiric Company
(SDG&E) ane Hf sz; o. an “~ogo have worked ou‘ an srangement
whaich they del evp versedes Rule 20. San Diego, u*po"tedly

exercising ivs fr cn:.sp sower, has mandated a conversion formula

which *ecuzred SDG&- t0 Spead approximately S12 per year per
customer conversions when the other utilities were spending less
than $5. Tven tb hough this util ztv nas had diffieult problems
raising capital, Jta” representatives did uov comment on the
financial impac* of thlf agreement. The stall *earese statives did
not comment the guestion of whether the San Diego cequirement

iser n.nated againsc $DG&Z customers who live outside ¢ity
bouncaries.

2/ In similar fashion, CATV aﬂd city~-owned alarm svstems must be
undergrou 1ded when e*ectr; lines are converted. In many cases,
streetlighting must also underge sudbstantial changes.
~L-
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The Commission explained its cecision not to establish 3
timetable or minimur level of expenditure at 57 CPUC, p. 510:

"Iin order waat any program be snff;cxenz-y flexivle,
it would be unwise 2¢ place an adbsolute limit on
the amounts to be expended or, on the other hand,
0 require minimum expenditures. It is the utility’s
rPsp01Sibili:y TO proceed with conversion projects

néd annually uo budget amounts o Accomplisa this

end. « o « The utilities will, of course, be

ex.peclen o bu get _nc*easﬁug amounts in subseguent

yﬂa*s 0 meet the demand 2nd need Lfor gesthetic
nversions.

The Commission alse stated thet, "the rmagnitude of fuzure
expenditures for conversion will be dependent on the public demend
ané on the impact of other changes on itne economics of utilities’
service.”

Tne Commission recognized that with 1ae electric itie
controlling the pace of conversions its program could not reach an
acceptable level of completion until sometime in the next ceatury.

It found, nowever, That 2 more rapid pace would be prohibitively
expensive.

The Commission also considered the opportunity Jor conversion
presented by t-widening projects, commenting, "The record reveals
uhat *eSpo“dnn utilities often are recuired ¢ relocate their

r highway widening. It appears that the
ies, wnen overnead facilities are involved,
verhesad and replace such facilities with new
overnead facilities. In view of the fact that the cost differential
between overnead and underground communication facilities has virtually
been eliminated, such relocations must be given high priority under
the conversion rule ordered nerein.”

The prog*am described above nas, over the pest 1L years,

permitted California o make steady progress toward placing all

. electrical overhead cistribution lines underground.
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The table below describes the status of the conversion
progran at the time of tne last hearing in C.8206.

TABLE I

TATUS OF UNDZRGROUNDING PROGRAM

Ax_December 31, 1979
Item PC&E Edison SDC&E

1978 Budget (MS$) 14,500 12,500 10,04L
1978 Carryover (MS) 2,767 4,838 L,L03
1980 Proposed Budget (NM$) 15,500 12,509 10,044
1980 3Budget $/Customer Lo 60 L.2L1 13.2

Distribution Lines (Miles)
Overhead 79,160 L& ,055 7,429
Underground 7,418 9,41l 2,L98
Transmission Lines® (Miles)
Qverhead 13,340 9,497 1,057
Underground 9L 50 19

At December 231, 1980
1980 Budget (M$) 15,500 12,250 10,044
1980 Carryover (MS) 23,532 7,903 L,251
19€1 Proposed Budget (MS) 15,500 13,250 10,044
1981 Budget $/Customer L.50 L.22 13.30

Distridbution Lines (Miles) ‘
QOverhead 80,06L LL,252 7,450
Underground 8,114 10,386 2,767
Transmission Linesﬁ/

Overhead 13,375 9,538 1,062
Underground 96 54 20

a/ Greater than 50 kV.
—bom




C.8209 ALJ/ah

In more recent years, however, the Cities of San Francisco, Berkeley,
and long Beach began to criticize the systen as too slow. The two
Bay Area cities also criticized Pacific Gacs and Electric Company (PGEE)
alleging it had permitted too such carryover w0 accumulate. They
demanded that cities which failed t0 use up thaeir allocations should
forfeit them To other communities which nave unfunded projects ready
t0 proceed.

rgely in response to these cities' cozplaints, the
Commission reopened C.8209. In October 1979 tae Commission stals
(staff) served on each of the respondents a stal?l report containing
its recommendations on each of the issues raised by an administrative
law judge's (ALJ) ruling, issued July 3, 1975. On Novembder 28, 1979
another ruling ordered respondent utilities to file and serve prepared
testimony and exhidbits on all parties by Fedruary 1, 1680. Tae sagze
ruling directed thavt nonutility parties could instesd file and serve
a summary and outline. Five cdays of hearings before ALJ Gilman were
held in February and March 1980. During these hearings presentations
were made by the stall, Southern California Zdison Compeny (Edison),
SDG&E, The Pacific Telepnone and Telegrapa Company (Pacific), General
Telephone Company of California (General), the City of San Di iezo, and
the Cities of Sen Francisco and Berkeley, axnd Orange County.

In 1981 the Commission, 3t the urging of its staff, first
required utilities to expend more than their proposed budgets. PG&E
had proposed te earmark $15.5 million for that year's convers: ons;
Edison had proposed to commit $13.25 million. The Commission. adopted
Resolutions 2~1930 and £-1921 rejecting these proposals and increasing
the utilities’ budgets to $21.15 million and $17.155 million,
respectively. In both instances the Comm-so;on found that tke higher
cormitments were neeced to maintain coastruetion activity at the
historical level with appropriate adjustments for increases iz
construction costs

. 3/ The Commission on Octodver 6, 19281 goaq:ed PG&E's petition for re-

hearing of Resolution E—l930 in D.
=7=

809 in Application (A.) 93602.
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Position of the Parties
The following issues were raised in the ALJ's prehearing

rling.

1. Should tae Preseat Per Customer
Allocation Procecdure Ze Revised?

The staff asserted that the present per capita allocation
method, among communities, does not reflect The current tread of
population migration from cities to the suburbds. It proposec that

allocations should i? cead be based on the number ol meters served
L

fror overhead lines It claimed that this would reverse an existing
trend under which an increasing proportion of the conversion efforts
is being shifted to suburban communities. Stafll pointed out that
suburban cormunities already beneflit disproportionately Ifrom anotier
undergroun dﬁﬁg rule which reguired most post-1968 subdbcivisions to be
built with all utilities underground.

Zdisorn indicated it woulc be willing anc able to sdopt an
2llocation method based on the number of overhead meters. zZdison
argued, however, tiaat the present system is 2ot unlair and Iis easy
to administer. Nevertheless, if the Commission chould decide that

change is neecec, Edison asserted that tihe overiead meter dasis
would be werkable and fair to clder communities.

PG&E believes that the present per c¢apita allocation
procedure is fair and ecuitable and should be retainmed. It would,
nowever, offer no objection to freezing community allocation raties
at existing levels.

Tne County of Orange opposed the per meter allocation
method since it would severely reduce its alloc :i Z.

Neither San Diego nor SDGEE ook a position on this issue.

th apparently believed that the franchise agreement between Tiex
obvizted any need To establish a new allocation method in that
utility's service territory.

San Prancisco coantencded that the present allocation method
is inadecuate both in theory and in practice. It urged the Coxmission

L/ The proposal was a substitute for an earlier one which would have
frozen each cormunity’'s allocatio“ at ¢urrent levels.

S




C.8209 ALJ/hh

to adopt another method which would provide a larger allocation
those cities with a greater need for conversions. It asserted thatv
the present system wastes funcds on localities which have no desire
for undergrounding and starves the program in cities like San
Francisco which woulcd prefer a f{aster pace. It contends That the
present system is therefore arbitrary. It sponsored a new allocation
procedure designed to ensure that priority is given to those

projects "deemed most beneficial."™ Its proposal emphasized the
similarity between the allocation of coaversion funds and the alloca-~
tion of railroad crossing and grade separation funds. (PU Code

§ 1231 et seq.) Relying on this similarity, San Francisco urged us
to adopt a procedure similar to that used to allocate grade crossiag
funds. This would involve an annual hearing to establish a statewide
priority system which would rate each proposed conversion project

in the State. San Francisco suggested that the number of people
living in the vicinity, the traffic, the cost of the project, would
all be relevant factors t0 be considered in rating projects. it
also suggested that the most important factor should be the present
ability of the affected city to proceed. It proposed that funds
should only be allocated for imminent projects, and that there should
be a2 requirement that they be spent in the year of allocation.

2. Should Carry-over Be Reallocated to Cities and
Counties With More Active Undergrounding Programs?

This issue affects only PG&Z; neither of the other electiric
utilities had accumulated any significant amount of uncommitted funds.
(See Tadle L)

PG&E responded to San Francisco‘'s accusation that it had
permitted the accumulation of excessive carryover by coatacting
communities and urging them to start the procedural steps necessary
to commit funds to specific projects. At the same time, it pointed
out that much of the alleged carryover was actually assigned %o
cities which had designated specific projects but had decided %o
accumulate the funds fer a single conversion rather than frittering

-
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then awsy piecemeal. PG&E proposed that It should exercise the
regllocation provisions which are a part of the rule. It contexplated
that it should unilaterally determine which cities should be deprived
of their accumulated carryover. These allocations would then be.
pooled and the Commission would select the most ceserving cities

and parcel the pooled allocations among them.

The staflfl concluded that PG&E’'s elforts to reduce its
carryover were reasonable. It recommended that the Commission
should generally direct utilities e reallocate carryover whenever
the utilities found that a particular ¢ity was not proceeding
expeditiously.

San Francisco and Berkeley both argued that PG&E should
be required to reallocate moneys Irom cities which had failed o
cooperate with the conversion program to other cities whose policies
conform to the Commission’'s goals. San rrancisco proposed To
distridbute unused funds to c¢ities (itselfl included) which have
unfunded projects ready %o proceed. Berxeley suggested that the
reallocated funds be distributed by a formula based on number of
miles ol overhead plant per customer.

SDG&E supported reallocation as a general concept, but
argued that no changes in the rule are recquired.

Sdison asserted that there is not likely %o be any
excessive carryover in its ter

L

erritory. 1t opposed mandatory
reallocations.

3. Should Uzilities Provide Funcds for Conversions
in Addi*ion to Rule 20-A Budgets?

The stafll recommended that each eleciric us

tility should be
regquired to provide additional funds, in acddition o its annual Rule

20-A budget, to be spent in those cities which nave already exhausted
their existing allocations and which cannot reasonadly be allowed
further advances against future years® budgets. The stall
recormended that the utilities be recuired %o func one-hall of all
costs of such additional projegts, including th

costs of converting
customer services.

The staff reasocned that if a group of customers
are willing ©o pay half the cost of undergrounding the eleciric plant

in their neighborhood, the electric utility ought o de required to
mateh their contridbution.

~20=
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PG&E supported this proposal. General Telephone opposed it.
None of the other participants, including San Francisco, exhibited
any enthusiasz for the proposal.

L. Should Utilities 3ear More of
the Cost of Service Conversion?

PG&Z currently bears the cost of conduit (up to 100 feet)

and of the conductors needed for conversion of customers® services to

underground. th of the other electric¢ utilities also bear some
portion of the cost of coaverting a customer's service ©o ungerground.

The stall recommended generally that property owners
continue to be primarily responsible for converting their own
services. It suggested, however, that some of the additional fuads
that the utilities would provide under the staff's proposal for extra
Rule 20 financing be made available to pay hslf the costs of
consumer conversions. It suggested that the Commission should also
congsider ¢ertain other alternatives: (1) that the utility might
be required to absort the entire cost of service coaversion up 0
a ceiling based on the cost of an average customer conversion:

(2) the customer might be made responsible to provide only tae
trenching and coanduit with the utility installing the cadle and
converting the customer's meter at 2 minimum cost: (3) that a cit
or county might be authorized to recuire the utility to pay for all
of customers® ¢osts, the cost to be defrayed by a surcharge levied
orn all utility bills received in that city or county.

Edison claimed that adjoining sroperty owaners benefit
directly {rom undergrouncing through an increase iz the market value
of their property. It argued therefore that the property owners
should bear a share of the total cost of the project. Where
specified individuals are unadble to pay the cost of service
conversion, it believes the community, rather than the utrility,
should assist those customers.

Pacific supported the existing practice, as did PG&E
and SDG&E.
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San Diego urged that additional Rule 20-~A funds be made
available for service coaversions. It clsimed that unless we adopt
such a rule, undergrounding may cease in residential and low=-income
commercial areas. DBoth of its witnesses testified that there is 2
growing reluctance and inabilitly to pay for the rapidly increasing
cest of trenching and recomstruction. Iv introduced evidence
showing that the average cost of service conversion was approximately
$250 in 1968 and that it has increased o S$800 or even $1,000 today-
One of its witnesses asserted that assigning only 5% of the total
utility allocation to service conversion would cover the cost.

Berkeley contended that electric utilities should provide
no~-interest or low-interest loans to consurmers for conversion costs.
The staff did not sSupport such a concept. Edison opposed it. '

San Diego did not believe that a loan program would solve
the problem. Its experience with its own cost ceferral ordinance
indicated that the consumers will not use even interest-free loans
for conversion. San Diege did not believe that a leoan program
could be handled better by utilities than by cities or counties.
PC&T believed that & program like the San Diego loan deferral
program should be offered by other cities. It argues that this
would be the best means of dealing with the cost of converting
services.

SDGXE believed that the existing division of responsibilizy
between customer and utility is just and reasonable. It argued that
all ratepayers should not be burdened by the cost of a project
beneficial in local areas only.

5. Should the Annual Allocation Ze
Formally Defined and/or Inecreased?

San Franeisco c¢laimed that the amount annually earmarked
by PG&Z is arbitraryg/ since it does not take into accownt the
amount of undergrounding which needs to be accoxplishec. It proposed
that we £ind PGEE's 1968 expenditures to have been reasonable and
require the utility to maintain comparable expenditures in future years.

5/ Generally speaking, PG&E earmarks an annual sum which varies with
its electric revenues less revenues from ZCAC, wholesale, and

large industrial sales.
-] P
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Comparability would be measured by sz indexing formuls designed to
allow for past and future increases in the cost of conversions.
Alternatively, it recommends that we should abandon dollar-based
allocations altogether anc reguire instead that the utilities commit
themselves o underground a specific number of miles of line esch
year.

AS noted above, a requirement for additional electric
undergrouncing will automatically recuire an increased expenditure
by telephone utilities. Therelore, Pacific opposed any significant
increase in the electric utilities' obligations. General also
opposed rigid spending zinirmums for electrical undergrounding.

tall opposed reguiring a minimum or fixed allocavion.
It argued that we should continue to allow the electric utilities
to fix their own alleocations. The staff asserted that its annual
review of utility proposals would provide it with sufficient power
o ensure that electric utilities’ efforts do not falter.

Zdison agreed with the staff position on this issue.
it argued that any formula for determining the annual Rule 20-A
budget would sulfler from inflexibility and srditrariness. Edison
believed that each utility should annually assess and “prioritize”
underground conversion against other discretionary construction
programs.

derkeley recommended that both PG&E and Zdison be recuired
to adopt the formula agreed to by SDCEE in its franchise agreement
with San Diego. Berkeley argued that Rule 20~A should establish
the zinimum amount availabdble to any city: it recommended that any
¢ity having a pre-lGll charteré/ should be able to reguire an even
faster rate of progress.

6/ Some such cities have retained the power to make and enforce
police, sanitary, and other regulatilons concerning municipal
Tfairs against public utilities. (Cal. Const. Art. XII § 8.)

13
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6. Should the Utilities Bear the Cost
of Converting Overhead Transmission
Facilities Which Are On the Same
Pole As Distribdbution Lines Scheduled
for Conversion?

D.85L97 in €.9365 (Investigation of Undergrounding,
Transmission), held that such costs could be defrayed from Rule 20
funds. Staff originally criticized the result, but subsequently
reversed itself. None of the other parties proposed any change iz
the existing rule. The issue is therefore moot and will not be
considered further.

7. How Should We Treat Conversions of
Overnead to Underground in Conjunciion
With Street-Wicdening Proiects?

The basic staff position was that all funds for underground
conversion should be included in a utility’'s Rule 20-A allocation.
Consistent with this position, it recommenced that where street~
widening projects have been decided upon, a city should be able to
decide that existing overhead facilities should be relocated
underground, charging the full expenditure against its Rule 20-A
allocations.

Pacific challenged the dicta in the prior decision which
suggested that there was no significant difference between the cost
of overhead reconstruction and underground replacement. It believes
that relocation or replacement with new overhead plant should be
permitted wnen cost differential is great. General alse sought a
finding that there could be a very great cost differential between
conversion and replacement in street~widening projects. It contended
that the Commission should allow overhead replacement or relocation
where the cost differential was large.

Edison agreed with the basic staff positions that conversion
in conjunction with widening projects should be given high priority,
and that all conversions including those in conjunction with
widening should be charged against Rule 20~A funds. However, it
agreed that there should be no statewide rule for street-widening
projects, but that local comrmunities should have discretion to
decide whether or not to employ allocated funds for such a project.

-l lem '
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DISCUSSION

The Resolutions referred to above mark a turning point
in the Commission’'s practices with regard to conversion funding. In
the future, our staflf will continue to take a very active role in
reviewing annual allocation budgets and company policies and
successes in general. This new focus on stalf responsidbility and
the annual review process is an appropriate response to all but a
few of the issues raised by the parties. Those few issues which
are not moot are discussed specifically below.
Allocation Methods

If we continue to use the per capita method to divide
an electric utility's annual dudget among communities, sooner
or later we will begin to observe that newer citles nave completed
3ll of the worthwhile projects within their boundaries while older
cities still are left with many miles of uacoaverted lines.

As our staf{ pointed out, newer cities typically have 3
substantial advantage over older communities. In the former, many
miles of distribution lines have been initially constructed underground

ith developers paying the cost. In older cities where there are
few recent subdivisions, any undergrounding which occurs will be a
conversion and charged against Rule 20 allocations.

Qur program ought to be modilied so that all communities
complete thelr conversions at roughly the same time. Without
such a modification, future Commissions may have difficulty in
defending a system which taxes money from cormunities which no longer
have anything to gain from the conversion program fcr expenditure in
other cities.

We believe that it is preferable o introduce a small
ineremental change now, rather than waiting until the differences
between communities become exaggerated by uneven progress.
Accordingly, we will adopt the staff proposel; and allocation among
communities shall be based on the number of electric meters serviced
by overhead lines. Over a »eriod of years, it will have the desired
effect of speeding conversion in those comrmunities which have the
greatest amount to accomplish.
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Orange County's opposition to the staff proposal is
apparently based on a misuncerstanding of its intended effects. The
county will still be entitled, in the long run, T0 as much total
conversion funding as before the change. Adopting the stafl proposal
will not create a 1osc of beaefits to the county; they will merely
be postponed.

San Francisco's proposal for an annual allocation
procecding to rank each conversion project in the State is
unnecessarily cumbersome and expensive.

Annual Conversion Budgets

We would unfairly prejudge matters which could be cecided
in PG&E's pending rehearing of Resolution E 1930 (docketed as A.60809),
if we were to decide any issues concerning the size of future electric
utility conversion budgets. Therefore,the Order Cranting Rehearing
of that resolution includes not merely the guestion of whether PC&=E's
1981 budget should have been fixed in the order rather than by resolution
but also the question of how and at what levels its 19282 and subsequent
undergrounding conversion budgets are 1o de determined.

SDC&T's and Edison's 1981 dudgets have been established
ex parte. Those utilities should be afforded a similar opportuzity to

fluence the manner of fixing the level of their 1922 and subsequent
budgets. They will therefore be permitted to participate in A.60809
in the same manner as PG&E, insofar as their 1682 budget, and the
procedure for determining subsequent budgets are involved.

There is iasufficient info“" “ion in this record to deal with
the lawfulness of the undergrounding contract between Saz Diego and

SDGEE. We conclude that we should not attempt To rile on this issve
without tThe receipt of additional facts.
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Carrvover

PG&E's current carryover is disturdingly large; evex when
we recognize that sudbstantial portions ol the reported amount may
in fact first be committed to projects which are on schedule or have
been delayed to meet the objectives of local governments.Z/ The
parties nave suggested, but not proven, that this excessive carryover
may be due to insuflicient commitment on the part of PG&E management.
PG&E in turn has suggested but not proven that much of the prodlexm is
attributable to decisions, many ©f them easily explicadle, rendered
by local officials.

The only specific éemedy suggested by the parties was
that PG&EZ should begin to use the reallocation power it has under
the rule. (That suggestion is discussed in the next %Topic.)

in adéition we delieve that il is appropriate t0 use the
existing bdbudget approval procedure to exercise more direct supervision
of the practices of any utility which has excessive carryover.
Therefore, as loag as any eiectric utiliity's net carryovere/ is in
excess of its annual budget, we will expect its next proposal 0
include a plan for reducing the amount of uncommitted carrvover.
If the excess persists into a3 second year we will 3lso reguire 2
detailed report of the previous year's successes and failures.
Reallocation Procedure

Resolution Z-1930 required PCG&E to "make every elfort to
commit the uncommitted funds from previous budgets as soon as possidle.”™
To carry out this directive, PG&Z may nave 1o induce cities waich have
been slow To implement conversion wrojects o use thelir accumulated
carryover more expeditiously or To lose the-carryover. Such a step
is authorized uncder Rule 20.

7/ PG&E can be expected to have advanced or promised to advance funds
against future years' dbudgets for certain cities. ince we are
concerned with carryover as a systemwide prodlex, such advances
should be treated as an offsetting adjusizent t0 system carTyover.

g/ "Net carryover" will be calculated dy sudbiracting all advances,
whgther expended or commitied 1o a specific project, froz all
funds unexpended from prior years®' budgets not committed 0 a
specific project. Advances will no longer be treated as advances
after January 'l of the year in which they will decome current.
exanple, an advance against 3 city's 1682 budget cannot be used
calculating a utility’'s 1982 carrvyover.

-7
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Defore any utility tares ¢ ir step to transfer any
community's accumulated conversion £ c e

another community it
should provide the challenged city with notice.

Te has been suggested that we use this decision <0
promulgate a set of ctandards which would be used to determine
whether or not a lecal goverament has unreasonably delayed whe
process -of conversion within iss own woundaries. We will not accept
the suggection. None of ihe sarties has suggested 2 cpecific set
of standards on she record and those communities most lirely to be

fepcted have not received notice snd opportunity t©o be heard.
rundineg for Conversion of Services

we £ind reasonable San Diego's propocal that we maxe
Rule 20 funds available for work On customer sorvices (f{zom the
street %0 the point of connection with customer wiring), wozk which
iz now done solely at consumer expense when tnere ic undergrounding
conversion.

It was azgued that consumers or local government officials
might be encouraged to demand "gold~plated" (L.c. excessively costly)
undezground service installations i€ Rule 20 funds were made available.
In our opinion this is not a wvalld zeazon for zejecting the proposal;
local governments can in MOSt cases e cxpected to conserve thelr
allocations and resist pressuzes £o0r unnecessary expendituzes. If
electric or telephone utilities find that this resistance is not
strong enough, they arze, of cousse, froe ot any time tO Propose
remedial tariff rules. .

Now when & utility ané a community agree to convert a 5’///
section of overhead lines underground under Rule 20 the indiwvidual
utility customer must pay for tac conversion from the dizuribution

line %o the residence. This ordinarily means paying for under-
grounding from the street, including any medification to tie elLectric
service box. These costs vary with distance, the way he promises are
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constructed (e.g. does a drivewsy or patic have to be dug up?) and
other conditions. Under the new rules we adopt the utility will, if
the local jurisdiction reguests, pay for up 1o 100 feet of service between
the street (or distribution line) and the service box. However, the
cusvomer will still be required to pay for any required modificatio
to ais wiring to asccept underground service (e.g. modifying the
service box). Having the utility may for the first 100 feet of
conversion Irom the street is consistent with Rule 16, governing
installing new service., Further, if utilities were o mocs {y customer
wiring to acceot underground servite, they would be engaged in
premises wiring, traditionally the comain and responsibility of
customers. their electrical coantractors, and local huilding
inspectors. The change we do adoot. which i€ at the discretion
of the local governmental entity, allows local government to
determine whether all Rule 20 funds go for undergrounding
along streets or whetner s portion should go to 3SSist customers
with part of the conversion expense. OQFf course, if the utility installs
the underground service from the street to the point of connection %o
the customer's wiring, those facilities belong to the uti Llity, Just
as similar facilivies installed under Rule 16 (new service).

nally, the record did not consider the financial or
ratemaking ﬁmplzcavxon° T requiring utilities to finance property
(e.g. new service boxes) they do not own. Therefore, we have not
authorized the expenditure of Rule 20 funds except To coastiruct plant
which the utility will own under its current tarifs provisions.
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Findings of Face

1. Under per customer allocation neotlhod, communities with
many recent subdivisions will tend to complete 3ll of their
worthwhile conversion projects much earlier than other cormunities.
2. It is not inm the public interest that one group oF
communities should complete thelir worthwil

le conversion projects
while other cormunities still need funds: fun

ding shouvld de

.
distriduted so that all can finish worinwnile projects more nearly a8t

the same time.

3. The transition fron the existiing per-customer sllocation
method to a per-meter metnod will lead ¢ more even statewice
vndergrounding.

L. The staf' proposal will accelerate funcing for those

cities wnich wi in the long run, need the most funling.

5. San Francisco's proposal would give an advantage <o cities
which can afford to maintain specislists w0 represent the city belore
the Commission. It would De likely o produce protracted and
expensive litigation.

’ 6. The snnual budgeting process can and should be modilied
20 menitor excessive carryover.

7. Local communities should e 2dble 20 use part of their
Rule 20 allocations for converting consumer services, if necessary,

%0 encourage consumer scceptance Ifor desiradle

8. Loc¢al cormmunities will have some
pressures for unnecessary expendilures

¢. Tuncing should be limitecd o laci
traditionally owns: Lines from the szreez/dis‘"
point of comnection with the cusiorer's wiring.

10, I requested by local suthorities, eleciric utilizies should
be reguired to expend funds allocated 1o such local

wtaority for up o
100 feet of underground eleciric lateral

for each customer in an under=
grounding district. Any 10¢3l government eleciing to expend a portion
of its allocation on lateral service construction snould have the

‘l’ authority to establish limitations on tne amount %0 be SO expended for
that purpose.

~20=
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Concluzsions of Law

1. D.73078 provided that cach zespondent electric utility
should dektermine the level of itcs commitment to fund conversion;
chereafter, it was not intended that they chould be able to reduce
chat commitnment without findings ané formal Commission approval.

It was intended that the commitment stated in actual dollar terms
should be periodically adjusted £or increasges in conssruction costs,
and it was not intended that any utility should have to seck approval
from any local government agency for establishing or changing a funding
commitment.

2. Before transfer of allocated but unused conversion
cunds from one local government to another, the community wihose
sractices are challenged should receive notice from the ucilicy.

3. Communities likely to be affected by standards for
evaluating local conversion policies and deciszions have not been
given adeguate notice and opporsunity to be heard; the issue chould
not hHe considered.

4. We should not prejudge the guestion of the level and
manner of fixing PC&E'S 1982 and subseguent budgets, or the level
and manner of fixing Edison’'s and SDGLE's 1932 and subsequent budgets.
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C 2DEH

IT 1S CRDERED that:
1. =ZEach respondent electric utilily snall, uncer tue
procedures proviced in Genersl Crcer Series §6, modily its
Rule 20-A.2 as follows:g/

"2, ...shall be allocated in the same ratio that tae
AUmDEr O©Lf=eusbemePE—tR=0Neh=tibyabP-URIROOPPONOTLE
OPEE=0F~aRY=00UATY=bOSPE=20=~bhe=b0bbT—0YoTem
enebomers OF overneal meters in suck ¢ity or
unincorporated area of any county bears o the
total system overheal meters.”
enc shall add an unnumbered paragraph to follow A.2 reacing,
Upon request of the governing bdbocy, the utility
will pay for no more taan ‘00 Ieet of the
customer's underground service lateral. The
governing bocy m3y establish a smaller Zootage
. allowance, or may limit the amount of mozney
to be expencded on a single cusiomer's service,
or <he t0Tal amount T0 De expenceC On consumer
services in 3 particular project.
2. Responcent electric utilizie
but uaused conversion entitl : o county o 2
after providing notice to the affected citles counties.

-

9/ ebe indicates cdeletions.
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3. Any electric utility respondent which has a sum of net
carryover not assigrned to an undergrounding district finally approved
by any local authority larger than the current conversion dudget
approved by the Commission shall, with its next annual budget proposal,
submit a detailed plan £or each city having gross carryover Ior the
next year's efforts to recduce or eliminate such carryover. If the
excess persists into second or succeeding budgets, the utility shall
also inclucde a report on the progress achleved during the previous
year.

4, This proceeding is terminated.

This order becomes effective 30 days Sfrox today.
Dated JAN 5%82 , at San Francisco, California.

SRR

JOXIN E BRYSON
President
RICHARD D. CRAVELLE
VICTOR CALVO
TRISSILLA C GREW
Commissicners

Commivsioner Leonard M. Crimes, I,

i ey «Accm,m)ﬁ abmt’ d)d not
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Rule No. 20
REPLACEMENT Q_F OVERHEAD WITH UNDERGROUND ELECTRIC FACILITIES

A. The utility will, at its expense, replace its exisung overhead electric lacilities with underground electric facilities
along public streets and roads, and on public lands and private droperty across which rights-of-way satisfactory
1o the utlity have been obtained by the utility, provided that:

1. The goverming body of the city or county in which such eleceric {acilities are and will be Jocated has:

a. Determined, after cossultation with the utility and after holding public hearings ob the subject, that sach
undergrounding is in the peneral public iaterest for one or more of the following resnons:
{1) Such undergrounding will avoid or eliminate an unusually heavy concentration or overhead electric
facilives; . .
{2) The street or road or right-of-way is extensively used by the general public and carrics a heavy
volume of pedestrian or vehicular trafi¢; and

The street or road or righteof-way adjoins or Dasses through 3 Civic ares or public recreation area of
an area of wnusual sgenic interest 1o the general pubdlic.

Adopted an ordinange creating an underground district in the ared in which both the existing and new
facilities are and will be located requinAg among other things, (1) that all existing overhead communie
cation and electric distrbution facilities in such district shall be removed, (2) that cach property
served from such clectric ovarnead fagilities shall have insualled in accordance with the utilicy’s rules
for underground service, all electrical facility changes on the premises necessary to reccive service
from the underground faciliies of the utility as soon as it is available, and (3) authotizing the urility
10 discontioue its overhead service,

The uulity’s total annoal budgeted amornnt {or undergrounding within any oty or the uaincorporated ares
of any counry shall be allocated in ihe same ratio that the gumber of customers in such Cty oF UMBCOrDO~
rated area bears 10 the total system customers. The amounty 50 alloaated may be exaceded where the utility
establishes that additional participation on a project is warranted, Such allocated amounts may de aarried
over for a reasonabie period of time in communines with acruive wnderzrounding orograms. In order two
Qualify as a community with an active undergrounding program the governing body must have adonted
an ordinance or ordinances creating an underground district and/or districts as st forth in Secuon ALLL,
of this rule, Where there is a carry-over, the utility has the right to sct, as determined by its capability,
reasonable limits on the rate of performance of the work 20 be financed by the funds carried over. When
amoynts are not expended or carred over for the community to which they are initally allocsted they
shall be asrigned when additional DRPLICIDANION ON a DPOJECT is warranted or be resliocated to communities
with active undergrounding drograms,

3, The undergrounding extends for a minimum distance of one block or &0 feet, whichever is the lesser,

- — s —mrs W A Sl e o e e e B
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Rule Neo. 20

REPLACEMENT _O_E OVERMEAD WITH UNDERGROUND ELECTRIC FACIUTIES
{Contbued)

B. ln circumstances other than those covered by A above, the udlity will replace iU edsting overhead elecrric
facilities with underground electric facilities along public streets and roads or other locations mutvally agreed
upon when requested by an applicant or applicants when all of the following conditions are met:

5o a0 All property owners served from the overhead {acilities 1o be removed frst agree in writing to have

the m‘msz changes made on their premuises 3o that service may be furnished {rom the underground
distribution systermn in accordance with the utility’s rules and that the utility may discontnue i
overhead serviee upon compleuon of the underground fagilives, or

Suitable legislation is in effect requiring such necessary wiring changes to be made and authorizing
the utility to discontinue its overhaad service.

“The spplicant has:

& Fursished and installed the pads and vaults for tazsformers and associated cquipment, conduits, ducts,
boxes, pole buser and performed other work related to struttures and substructurer ineluding bresiing
of pavement, wenching, backfilling, and repaving required in connection with the imsallation of the

underground rystemn, &l in accordance wits utility’s specifcadons, or, is leu thereof, paid the utilicy
o do so;

b

Traosierred ownershin of sueh Daailites, in good eondition, to the utility; and

Paid a nonrefondable sum equal 1o the extess, if any, of the estimazed costs, exclusive of raasformers,

teters, and services, of completing the underground system and building 3 new equivalent overhead
rysuern.

The area to be undergrounded includes both sides of a street {or at lenst one block or GO0 {eer, whichever

is the lesser, and all existng overhead communicston and electric distribution facilities within the area
will be remeved,

C. In circumstances other than those covered by A or B above, when mutually agreed upon by the utility and an
applicant, overhead eleetric facilities may be replaced with underground electric facilities. provided the applicant
requesting the chaoge pays, in advance, 2 nonrefundable sum equal to the estimated cost of the underground
facilities less the sstmated net salvage value and depreciation of the replaced overhead facilities. Underground
scrvices will e installed and maintained as provided in the vtility's rules spplicable thereto,

The term “underground clectriz system™ means an electric systemn with all wires installed underground, excepr
these wires in auriace mounted equipment enclosures.

»

(END OF APFENDIX A)




