
APPENDIX V 

PROPOSED CHANGES TO FINDINGS OF FACT AND 

CONCLUSIONS OF LAW 

Findings of Fact 

1. On August 26, 2011, PG&E filed and served its Implement, a 

required by D.ll 06 017. 

2. PG&E's Implementation Plan is compris Pipeline 

Modernization Program that provides for testing or replacing pipelines, reducing 

their operating pressure, conducting in line inspections as well as retrofitting to 

allow for in line inspection, and adding automatic or remotely controlled shut 

off valves; Pipeline Records Integration Program where PG&E will 

finish its records review and establish complete pipeline features data for the gas 

transmissi Mines and pipeline system components, and the Gas 

Transmission Asset Manageme ject, a substantially enhanced and improved 

rrortie records system. 

- PG&E's Implementation Plan purports to uses a consistent m<- 2 • >t > • 

identify a:r rritize recommended actions based on pipeline threat categories 

and-which PG&E organized t h i & in 01 li o d o 1 o ̂  -into ;.sion tree to identify 

actions such as performing pressure tests, replacement of pipe, and in line 

inspection, to address specific risks-., 

- 1 ' 7' ^ ' 'iQ]ri tfee methodology is defied , "a 1 i v; a eously 

includes replaceine rtain. segments with 

manufacturing flaws (outcome M2b and bypasses replacer fault 
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action for certain segments with fabrication and construction 

cleci: 

M5. Natural gas pipelines carry explosive and flammable gas under pressure 

and are typically located in public rights of way, at times amidst dense 

populations. These facilities must be carefully opera id regulated to protect 

public safety. 

6. The Independent Review Panel found nuniero • 11 i ancles in PG» I 

operations, including data management and pipeline Integrity Management, and 

recommended improvements that inc odifying its corporate culture and 

engaging in a progression of activities to address pipeline safety using the image 

of a journey to a new destination. 

'' I i !w undent Review Panel Report cone I <•> 1 »at PG&ITs Integrity 

Managerm i f i M '' I 1 effective e: a k- -der .ip • R - >at "perpetual 

organizational instability," ii i l-Gw" wj .rate bankrui< y > R niermined 
1 Y 1; rEG ability to meet its integrity manageme. v w poosibilite ^I - eg 

,J ' 1 11 • endent Review Pa n ! l1 y - rt found that PG&E lacked robust 

ent information management systems that impeded the needed 

quality assurance/quality control to accurately characterize pipeline threats and 

risk. [PP at 9] 

h' , n Independe v \ Rview PanR (M< i f . - R^ > i led inadequate 

assessmen .rticular pipeline and inadequate 

monitoring of third-party activities as deficieru 

Managenu 

11' PG&E's Decisio: -e analysis, while 4s a promising beginning at a 

comprehensive decision ma king process, requires updating and modification to 

2 

SB GT&S 0366460 



ensu,. c t ised on safety concen -I . d i storical pipeline manufacturing, 

fabrication, and testing practices. 

'-+.H I •• i c l>>i| tementatic. H-.i ' « - • w from, the Decin' a 

based on undefined "engine' .ent" 

6212, PG&E must improve the safety of its gas system operations, specifically 

but not only in the areas quality control and fit ersight. 

7-1 - The Implementation Plan calls for pressure testing 783 miles of pipeline 

and replac miles of pipeline in Phase 1. 

a )- PG&E's Decision >-•- identifies and prioritizes three unique threats to 

pipeline integrity - manufacture • reats, fabricatio nstruction threats, 

and corrosion and late chanical damage threats. 

> i The in | i-mentation Plan calls for replacing, automating ai ' i i 

228 gas shut off valves. 

'a I The Irnplenientalis ' I n calls for retrofitting 199 miles of pipeline for 

in line inspection and inspecting 234 miles of pipeline with in line inspection 

tools. 

P i' The Implementatic. I- I n calls for pressure reductions and increased 

leak inspections and patrols. 

PMB. In D.Pi 06 017, the Commission required PG&E to include in its 

Implemen rn a proposed cost allocation between shareholders and 

ratepayers, and PG> Implementation Plan included a discussion of costs to be 

absorbed by PG« hareholders. 
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PG&E's proposed cost allocation between shareholders and ratepayers 

reflects existing ratemaki , lici.es establishe an- / i..> ' -1 bed in 

and includes no material voluntary cost allocation to shareholders. 

34T20. Generally, post test year ratemak -favored. when a forecasted 

test year revenue requirement is used to set rates. 

Adopted in 1955, the American Standard Association Code for 

I - isure Pipeline 1 • • - wiired. pre service pressure testing for natural 

gas pipelines. 

4A-22. PG&E admits that it voluntarily complied with American Standard 

Association Code for Pressure Pipeline ig in 1955. 

PA23. Since no later than Tanuarv 1# 1956Dece 55, PG&E complied 

with or stated that it complied with industry standa: ire test pipeline 

prior to placing it in service. PG&E is unable to produce the records for certain 

pressure tests till we been performed in accord with industry 

standa; 1, 1956, or for pipeline of unknown installation date. 

The lack of pressure test records for pipeline placed into service after January 1, 

5, or with an unknown installation date, reflect an 

errererrors and omissions and imprudent managem -i * i I 1 I oration of 

its natural gas system. No evidence was presented that PG&E excluded the costs 

of pressure test! >eline from its regulated revenue requirement from 

»Or4956December 31. 1955. 

,4. 

m-PG&E's cost forecast for pressure testing pipeline is materially higher 

! ,, II / L' r « S',* >' i , U. L ^.^1 PCfcC rirncru iyo 4-n*o4- CAofe wri wi if -f In nrnf-oi-n U. I €4 1 I IVlVl 3L m f C' c*. v .JUT UUnC vi v7i i Wv. t CiltiT x. O vX-T-J .1. \~TJCJ Celt. vC i. C. t">X Cv/n vtT CO 1CI, TIT ii iC Y v l v l. vC 
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i-A >~% n r-a-rni n Ah. -I f 1 - .sed primaril- <i > > h .<>• .1 " . u • - ite contractor, rather 

% 

than, experience with. PGi ystem. 

r ' i i '> - • i ialyses fr( ( rrt witnesses supporting lower 

hydrotest costs: one b; itoms up calculation, and the other based on. a 

review of industry w 

2u- - ' ' ?st estimates for hydrotevu . -m -tsonable. 

34T27. Requiring pressure tests of existing pipeline to attain pressures of 90 

SMYS for each pipeline component is impractical, and the margin of safety 

attained in the .bpart J pressure test specifications is calculated based 

on the ina.xim.urn. allowable operating pressure for the pipeline. 

SSr28, A valid pressure test record need only comply with the r< ions in 

effect at the time the test was performed,, not later adopted regulations. 

3Yr29. Cost and engineer ficiency may be achieved by pressure testing 

pipeline segments adjacent to high priority segments. 

30. FG&Ibs cost forecast for replacing pipeline is higher than 

o-t -» w T"\ /" \ t* 1- f \ <•—1 7 nnfiinl l-i n, 1 nvionrion w.m vtn % c AVA fs~\ rn rAnor\-nn M 
™ HiTi I ot'D uit oi u CiVi1 iC&T Cvvp CI ICi iCC. CIJL ivi iu tx iCi Ci vi v i vuOOi1 iC . 

and is based pri m an out of state contractor, rather than 

experience with PG&IYs system. PG&E incorrectly states that its forecast is 

based on actual pressure test costs. 

PG&E's cost forecast for replacing pipeline considered specific 

locations, and increased the estimated unit costs for congested locations. PC 

additionally incfud tedbyfe- an. unsupported Peninsula Adder 

for higher forecasted costs on tihewhich further increases the forecast for certain 

projects on if incisco peninsula. 
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3Sr3,'' ! • 7 • ". ist forecast for replacing pipelb - ' , » on.able. 

2G33. Pipeline segments that e; | n the M2 box of tl i ' cision tree 'have 

substandard welds and will be operated at a high pressure. 

2G34. In line inspection is a useful means to obtain data on pipeline 

conditions including indentations, wall loss, pipe strain, metallurgical variations, 

and certain types of cracks. 

35. PG&E's in line inspection proposal expands its existing in line 

inspection program, focuses on segments operating at 'high pressure, a 

consist* 06 017. 

Sbb36, PG&E's valve automation proposal will automate a ide 228 

valves. 

3QT37, Transmission main pipeline installed pursuant to the Implementation 

Plan will be manufactured to higher standards than pipe installed 40 or more 

years ago and will be pressure test or to being placed in service. 

34T38. The Commission has not authorized a memorandum account into 

which PG&E may record its Implementation Plan costs incuri -.or to the 

effective date of today's decision. 

32r39. The record shows that since 1.998, PG&E revenues are estimated to 

have exceeded the amount needed to eai 30 

million. PG&E retained these amounts in excess of its authorized rate of return 

during years w'h f spend its full authorized budget for gas pipeline 

im.provem.ents. 

Improvements, efficiencies, an istments basw <r sound engineering 

practice to the Implementation Plan ii lerance of the objectives of the Plan 
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are encouraged arid are within the scope of the Plan. Such changes a«d-do not 

require further Commission review provided the] Serially change the 

scope, scale, or timeframe for implem .e Plan. 

- I From the date installe I i&E was responsible for creating and 

maintaining accurate and accessible reco its natural gas system equipment 

and facilities. 

-B' u i - '' •coverv that PG&E may have discrepancies in its records, the 

NTSB and I r > >w .n.ssit u ,i . v; dve actions, nan14 •<- lively 

and diligently search for all as built drawings to compile traceable, verifiable, 

and complete records. [PD at 971 

43. PG&E's failure to possess accurate and accessible reco: gas system 

over in • i - • des i ,(!> '•». I ' > ,1 f C» si on and caused the NTSB 

and this Commission to direct PG&E to correct these deficiencies. 

B was clear that it envisioned its directives as "corrective" 

measures caused by its discovei or "inaccurate records" of PG& I • i ijural gas 

transmission sys \ 

45. Th< ~ -B explained that at em ^ -i oh M s ., , ' r' • I" to 

st - n n ( era H u o - sure limitation. [PD at 951 

' 1" • oil i1 lie natural gas pipeline records was the goal i lie 

' ' »momim i 1 "i i "> .'.'am "traceable, verifiable, and complete" records. 

[PD at 951 

-h . in i I ' ng and m, • 11 .en , M I .-.ml - > i . uission equipment and 

facilities require! ansmission system operator know the 
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location and essential featur< u.ch. installed equipm< itie ) 

at 93 941 

- " '> I 1 unmission, arid PC'' /1' - ' < j . esident all agree 

that accurate and reliable gas transmission, system, re sential to safe 

opei I- i M • .ten: i I ** ' • 1 '/1 

49. The purpose of ao ' , ' - . i i ot linn 1 • I ha' ! i 

Amt'i • ; I e other uses a a o, • > ' n - i , s »- ' 11 '• J • '/I 

50. PG&E's historic gas system, revenue requirement has included costs for 

maintaining gas system records. 

1 1 h - . • niient management costs PG&E seek - < 1 11 m ratepayers 

in this applies an -a I ; - medial work that stem fr» . i, >' i w a i ilure to 

pruden I i a r , -1 • i - , - nent managemt i < ' ' i> and to maintain, accurate 

and reliable records. [PD at 561 

52. PG&E's imprudent managemt zisions to delay pipeline pressure 

testing and replacement, has-- a w, • sfunction -in »•- m .nagement 

ntributed to the need for and timing of the projects needed pursuant to 

the Implementation Plan, which led to increased risk of cost overruns on 

projects. 

344 ( • hi led PC I u mgritv management worl i ; > 1 

three decades. 

3§r54. An escalation rate tied to the overall inflation rate, as proposed by 

i" i - sonabie escalation factor for Implementati< II i ects. 
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dfdS5. The scope of and timing for the extraordinary capital investment needs 

of the Implementation Plan were caused, in part, by PG&E's imprudent 

man, >-i. , : -cisions regarding pipeline recc id pressure test i i -

pipeline. 

56. PG&E has committed errors and omissions and has been inefficient and 

ineffective r i •. tnagement of it natural gas systen . • "I l" i - > - i as 

svsit 11 • | ses a thre •pi h 1 I - ilth and safety. 

' ' j' 1 - eland Report sh t < 1 - I'm' ! -a joyed the protection of the rule 

against retroactive ratemaking wim i,. n I > j' -.,'•'1". p. p-l - onsistently 

» ' '1 omission authorized amounts, res1 ( 11 pi ip . - 1 nately $430 

million in excess earnings for shareholdc 

i I j t i -' " " • ! i" iii' ton, pre approval action was causa • least 

i i • -i - I ' l i• :tions, and tl - , ord sh - i . I • -1 >>• «I pui-i t 

and shareholders used ilw t t i , i il i g w roactive rate adiustmni * - v tain 

substantial benefits in the pa 

37x6',. "I ise circumstanc . i •< • wtp 41,, -a P- bdE to recover 

Implementation Plan, costs ii , i - [ n> , w -) .e effec'• ' - ,w. < P i.sion. 

1PD at 841 

60. The amounts in Attachmen xigram based upper limits on expense 

and capital costs to be recovered from ratepayers for the spec:! ejects 

authorized through the Implementati a extent specific authorized 

Phase 1 projects are not completed by the end of 2014 and not replaced with 

other higher priority projects consistent with the priority establish.^ 
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"initial" Afta< ing, the expense and capital cost limit of the balancing 

account is reduced by the amounts associated with the project not completed. 

I I '• i. I r estimated hydrotest costs per foot vary ; i(heartily depending 

on. the 1 pipeline that is tested, and the cost per foot is inversely rela.t< 

project length. 

62. The simple equation, pre an approximation of 

I ml ' .-in.. _ I ,. :est cot . I r I n in. - 1 ura 1 •( a _ a 1 

estir. ^ a!-"'- 1 • p , jfest costs, particularly for projects less 1 a I" "00 feet 

long. 

' ' J ! - age ler 1 1 l * • • 1 i . 1 .>sed hydrotest projects is 

approx: -s shorter than proposed replacement projects. 

64. FG> ! I oiild have retained re , f. u hi I or 'j sis performed after 

1955, and its shared too Id bear the cost responsibility for segments where 

comple - . >)rdsw-i - 1 )t found. 

65. Pipe segmer -ml . * 1 a <h . i.,t 1 I r than "Complete" . 

not have complete test ret 1 0 I - est or replaeemei r> , • t. • I ese 

segments should not be allot atepavers. 

' - - • - a , 1 1 f 1 - 11 -1 • (1 ' I , ' I' ' -Mil 1 ' " ase 1 pro; - : • L 

increase the overall cost of the Implementation Plan if tl ion finds that 

in line insi a 1 ' I I 1 r » . >st effecti: • u < a 1 i.,| | » 1 

certain threats. 

• 1 nonstrated that the Im.plem.entatic » I'I a 1 'ides Class 2 

segments without economic or engine cation. 
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egmer ' * am ' ejects is generally not 

economically justifi e to th i *i. r fixed to variable costs. 

ornic analys: ; lase 1 projects 

is distorted by PG& ! ' «- :cessive fixed, cc • " ; ' . lupported estimate of 

$500,000 for Mobilization/demobilization.), resulti eous inclusion, of 

some segments. 

70. PG&E increased, tl • - t • meter of some pipe replacement proi - . , nl nut 

a showing that increased capacity is r increase will ensure 

dec! line. 

'''I • • '" I wed tl 1 I *• I&ITs contingency analysis was biase .. I -I 

predetermine that the contingei i r i i M he wj I -of r - " I b • 

least 17% and for hydrote a _ . least 20%, G"< .h, , i , . ml > I' <• I i I ' 

considered scenarios where costs were higher than expected, and ignored the 

possibility of actual co an expected. 

38TZ' !| ' i i I - I ipeline Sa.i j' , i > i M - hies • ' 

showed that over 70% of hydrotest costs are driven by the cost to deliv nclle, 

a.i 'el >/ i I - ,,j est water, an 0 0 ese cost can be minimized by 

implerr ategic water management plan. 

Conclusions of Law 

1. In 017, the Commission declared an end to historic exemptions 

from pressure testing for natural gas pipeline and order lifornia natural 

gas system operators to file Natural Gas Transmission Pipeline Testing 

Implementa tion Pla ns. 
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2. All investor owi ' j 1 Mi ih t, M , >iu •»; M H I> U , I ,al gas 

transmission opera ton mm >,/ bM Mi 111 ties Code § 451 to maintain 

safe equipment and facilities. 

equired bv ̂ Section 451 requires that all rates and charges collected by 

a public utility must be "just and reasonable/' and a public utility may not 

change any rate "except upon a show 'fore the commission and a finding by 

the commission that the new rate is justified/' as pro 

' I! J '"''1 - 'tioi 1 as pipeline operate, > >• > intain pipeline records that 

are "traceable, verifiable, and ct i i I te" is not a new stand •« |l v > ,1 M'j 

' h ;|i ' bing and ma:i» H H : i • • ,M > amission, equipment and 

facil is that a natural gas 

transmission system operator know tl I. ation and essen. i .1 r atures of all such 

installed equipment and facilities, 1PD at 93 941 

f&E's ar gum/ i i .-i I i Mi M , - HI u! ,i) : cur ate and 

accessible records of the components of its natural gas transmission system, 

because the historical exemption provisi >t require 

these recoi orrect. [PD at 97] 

The absen :>n specifically prohibiting particular conduct does 

not excuse a natural gas sysb j >ere . > u -11 , n u . -I • -* rich conduct is 

not appropric icier certain circumstances. [PD at 97 981 

4r7, The burden of proof is on PG&E to demonstrate that it is entitled to the 

relief sought in this proceeding, including affirmatively establishing the 

reasonabiene; spects of the application. 
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this proceeding request; • - -a - '-ease, PG&E must meet its 

• J, a ,i j : , ,i -I | , | , u nvincing evidence, 

pr we wrn.4 fv> c\«-x4- t P 4-1-% if t~\-£ ^ Tr\Trr-%-t-%,r\-is-% rl ny^-n mwa m%iP ninrlnn PQ W/'h 1 pH ITlfPPrnC p-t I win 
X v_J %X JCJ AXLWS.W? i- ii iv-t't "iu «..i. t«P v-'x VI x"\_ jw 'OJL iwCi llI iCv \7i tc t vCCry V V .8. ! JLV_.I I 11 I.v-CI .8. IO i_> u.vi i 

evidence so cleai • win i w bst <i > i « :as7-whenr-weighe€l--withT-fel^ 

E nr> mi in rr f% fYi-r>nf AT* t-%,-r'1r\l"% Osf-At 11 4-cr /"%»•<- 4-y» -» 4-1-v 
v./j~> j~> v./ i!:>v- Ci Iv xtf x iclij TI IOTC. v_v7iCi v ii C IV/I C v, ul ivi u iV- CTtiC i x v> sJ> Ci C'XXi" Cy v'>i" u uti i. 

6r9. Thee \ w tiary recc nkos not suppc- . < request for a. 

comprehensive disallowance of all Implementatu I I n cost; ; -ill' , I next 

f cs -Tri m qt p o wr-% rk x Arf \ tA mnr% •% r 4-1-% r\ mcit i nr4 
1CI.IL ui tu tV vv v.'*.v-'x"l^y Ci niO i. v.%^u.COT. 

The scope and magnitude of the costs at issue in the Implementation 

I 3t justify deviation from the general rule against post test year 

ratemaking. 

HTV> r\ -r~%t m 114-1T > 4-r\ rnnATrnvxr i <n> mel- n-rwl 
. I'I iv. |U" %-x w J-JLV. tAillii.J1 v-vvXC!. u t u.i i Uui C4D I l/T I Ci t C i v-vv; v vi. j j .1. v_ • y j wXxt uiiu 

M m-rt ml 4-1-% .. I i . A j » ~mvv\f rn 4- f . , ^ > i , j. , , t • .. 1 
Xwy^COrxOL 1 'Ci iv- C&.&LJO.XXvJ"1 v (ultCC 11 C\/it\_Up' C I CiTXrCiCCi XX 1 ^ j.\/L> ^ xxmsu Cviit" 

ir\n -rev 

n,--> •%> «-% ->-% •-% 1 -t r Tt /- "% u if"-i11r\nriy%rr mirn- 4-1-% A K^nr 4-1-% -14- 4-1-%/-% 
|U"i' VA vtSolOLCJJ an1"tu. tsenivyCTtv-iAJ. 1 'L> o-s.cO'i'o i\/i C4..1"aCt l.£ v./ v v^X"T^^ il"vJ C*C>'v./i.iCt IUi'v. Cvt t._> t-LJ t' »_x tiU 1 s„P wOi'o XI 

•g i4-i1i /nni-irlifnrnc ^4- O%T-% norliny mleiTri 
%_•«. t."y OTIO wivi x id V ii iCICiv. ex. tC v^y tvttX C O.XXUO U t MI I CuxuCi vtw.i,C« 

-h I' hi, -at i-v 1 I i g_ . • >,es disallowance of 

direct or indirect costs resulting from any unreasonable er omission by a 

utility rela n _ I i t t , a ostruc in , peratic > r i I a astii _ 

than. $50 million. 

12, 'The cost < made necessary bv unreasonable errors and 

omissions by PG&E in its operation, of its gas transmission, syste: ; 

disallowed. 

^ i TURN's proposal to disallow all Phase 1 Implementation Plan costs 

sheuld-hw4e¥iie4 is supported by the record. 
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14. PG&E's decision tree for the evaluat arm fa ctu ring threats, fabrication 

and construction threats, and corrosion and echanical damage threats 

shot ved with the following modifications: 

linate outcome M2 

- I i i . r t i - , f M i | if i ' -

m >tnote to specify th mm .-t< , »ztions deviating fn m 4 e 

decision tree outcomes should be based on appro' tes, procedures, and 

protocols, and documei >i - »rterly reports to fh - f , 

L'j ) PG&E's proposal to retrofit 199 mile; j ipeline for in line inspection 

and inspect 234 miles of pipeline with in line inspection tools she e 

approved. 

PG&E's proposal for pressure reductions and increased leak 

inspections and patrols should be approved. 

PG&E's proposal to replace, automate and upgrade 228 gas shut off 

valves in Phase 1 of the Implementation Plan should be approved, and PG&E 

should continue to monitor industry experience with automated shut off valves 

for possible revisions to its plans. 

t -1 It is reasonable for PG&E's share! «1 -. s to absorb the portion of the 

Implementation Plan costs which were caused by PG&E's errors, omissions, and 

imprudent management. 

Because PG&E's proposed cost allocation between shareholders and 

ratepayers reflects existing ratemaking policies adopted by Gas Accord V in 

:ludes no material voluntary cost allocation to shareholders, 

noiwithstandi, .1 e Commission's direct!v- . • • ), ai • e scope and 
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consequences of PG&E's errors, omissions, and imprudent management actions, 

it is reasonable to use exceptional ratemaking measures when considering 

shareholders' return on equity. 

4tb20. It is reasonable for share! «l " • bsorb the costs of pressure test it 

pipeline pinned into service si • n nested after <• - < .*• ' b4I>> -MM- d, 

1955, or for which PG&E has no known installation date, and for which PG&E is 

ii duce pressure test records. 

It is reasonable to impose an equitable adjustment to the replacement cost 

of pipeline insta'. sted frooi -after ary-47-49§6'Decemb€ jj 

to July 1> 1961/ for which pressure test records are not available, but which 

require replacement rather than pressure testing. Such an equitable adjustment 

shall be equal to the-an accurate forecasted eosbof pipeline pressure testing the 

costs pipeline and shall reduce the cost of the pipeline replacement included in 

rate base and revenue requirement. 

i&G osed method of forecasting pipeline pressure testing costs 

based on project ler . I > , ,; asonably accurate, and si I , rd to calculate 

tl :ment to the replacement costs. 

G , PG&E's cost forecast for pressure tes a \ n uline is much higher than 

any other forecast in the record fetthai is reasonable. 

m.2.4. 

Pa A valid reco > [ ipeline press . - >-st must include all elements 

required by regulations in effect at the time the test was conducted. 
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It is reasonable to require pressure tests of existing pipeline performed 

pursuant to the Implementation Plan to comply with -' i subpa: I [ assure 

test specificatioris. 

'al gas system operator must 

undertc mine and determine that 

the pipeline s> . no 1 > n > ' mc'tory conditio i % gain and evaluate its 

operating his'' ' < b'ain and evaluate its maintenance histor •» . -

Determine the highest actual operating pressu: e five yea 

at 981 

' '' ' - i , i »' system, operator can comply with the requireme> r-" 

< - ' l ' l , t Irout creat a -am - serving accurate and reliable system 

installatioi i i. > >>•,<,• i i ||i,_> , 3 991 

28. PCI ! I i ; 11 - ' i ionstrate that long standing regulations excuse 

incomplete ai a .equate natural gas svstei H U ord ke [ II _ ) i • 1 | 

' 1 ' i 'b»- onable to impose tl ' b , 'n <r -^medial 

documei r Hi «i i ' osts on ratepay-. , 111 • 1 ' a . 891 

2QT30. Because PCd fied including the costs of its gas system 

reco n igration projects in revenue requirement tl . - • mrriission. sh- > h 

disallow PG&ICs request. '91 

24T31. PG&E has not justified wholesale inclusion, within Pha dueling 

pipeline segments located in Class 1 or 2 locations wi thout consocjuGnco 

mi.->00 a nt-f-n o TATI-I-I-* <: A m c\ jn f\ T~n t m TYP AT"! €T1 th AAT'TITI €T V* J UCUitv KL7 Ci.«. w«. V*'J V«. vv-i it; iv7 vtllCitjv A "A. i v/v.vlCCTv./I \:./i VV 111 L LLUI lUllLLi, \J 1 tl 1^1.8. ICLI .III 
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supporting rationale?., within Fha stification should be provided in 

quarterly reports to the Commission. 

22*32. PG&E's cost forecast for replacing pipeline is substanti er than 

3N33. The request by TURN and the City and County of S mcisco to 

disallow pipeline replacement costs for alleged Integrity Management failures 

sheiNd-^e-4eme4is supported by it ' , > id shoi I ! • - : anted. 

24T34. PG&E'S proposal to replace by default, rather than pressure test, 

pipeline installed prior to 1970, with welds that do not meet current standards, 

operated at over 30% SMYS and located in 'high population areas t 

reasonable. 

PG&E's proposal to capitalize replacem- [ pe less th , 111 n -tin 

length is not reasonable and is denied. Such pipe must be expensed, consistent 

with current accounting practice. 

36. PG 1 I ould not be allowc ontinue to inch .1 m -s that are 

replaced in rate base because they are no longer "used and useful." 

37. FG . ttify all the amounts earned from the 
disposi:. ,1 1 'I e pipe material and its costs in. • ,,1 - : a port or dispose of 
It amove all the unrecovered balance of the old pipelines 
subjp ementfrcm 1 , -1 u • U- -sc. 

3438. It is reasonable to conclude that pipe installed pursuant to the 

Implemen 1 I- I in will have a longer service life than pipe install- • er 40 

years ago. 

4- ml o n rrn 1 -Ai m n -r% I- r\-r>v 4-i An rs 1 "'ar^CniUL KJ y tXXiXtsCii t t U pC J"u lIOi tui 

unreasonable 
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32*39. TURN'S proposal to adopt a 65 year service life for transmission main 

pipe in; irsuant to the Implementation Plan is reasonable, and should be 

adopted. 

3840. PG&E has not justified recovering from, ratepayers its 1 mentation 

Plan costs incurr - [ i- the effect! - , :e of today's decision. 

Absent extraordinary circumstances, the rule against retroactive 

ratemaking prevents ratepayer representatives from recovering for ratepayers 

amounts authorized but unspent by PG&E for gas pipeline improvements. 

3942. 

•30. PG&E's request for authority to file Tier etters to modify the 

Implementation Plan should be denied. 

43. "Sotirn G _ a • , 11 [ ' n; t" can, and shp- .1 ' - - v MI oted by 

l.in i ;i' 111 ,es, practices a . i , - l u sure prop-a - tin -

is applied consistently acros; I , I iry, throughout tim ' , ition of the 

Implemen - i -> hn, and on an ongoing be i "I y . '>i.ents s) .. I • b-

approved by PG tit, and maintained as company standards. Such 

documents al the Commission and independent parties or 

consult a >• msonable engineer! ? - _ yiierr i .> u . ai hed. 

44. The I-'... ns to this Proceeding she I b- udered to meet and confer no 

later th, a ' I _ .g • n , -I e effective date of today's decisioi ' ' > • i 

an. Independent Monitor(s) to be hired by PG&E and to report to the Commission. 

ai 4 m bh" m- tngjhestc-- a ' - hp tig'- i < performed 

pursuant to the Impleri • -i v, i II i a ' i ; ; 1 •&'. ' I ' velops ac t • - •,;& 

useful record kern u . > > I uses and correctly tes «i , , -p I ces the right 
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pipelines at the right time "I e Parti' I m I d ; red to submit a joint 

propose > if I r i - ' • 11 - i i I i |ji 11 i l . , .1 , heir first m.e< u '• 

mini u' m -) eioe i . oposal sh I h- i - «» - - u l d e following: 

" 7 ' 1,11 M ess for the Independent Monita,' i . ~u no < 
independence e extent practicable; 

•—PG&E to hire and pay for the Independent Mortltor(s); 

" 1 ' 1 hall, permit the Independent Monito ' n i -ct, 
inquire, review, examine and particip; ies of 
any kind related to the Implementation Plan. PG&E and its 
contractors shall mime tent, 
analysis, te e 
Implementation Plan as requested by the Independent 
Monitoi h request need not be in. writing. 

" epend doni torts) to conduct and present all analyse > 1 
m •;'•>,[• (ten- J-)1 independentl A a -stions or conclusions of 
PG&E, the Commissiot rties. 

" rterly i h , | , ting by the Independent Monitor* . > > Jnt 
meets i i' i&E, tl - m m a >> a a nested parties; 

" ' , - , m 11rent that the Independent Monitc'' , t atify PG&E, the 
Commission, and interested parties in writing wit 
discove:, is i tential non compliance with the requiremt > A I e 
PSEP th ' i-m o " i i - .' mtial m n m i iPum i 'a i:-. mi ! C 
safety; 

' « - a, -nent that the Independent Monitc,, ; otify PG&E, the 
' • 11 "a ")n, and interested partie; n y'n nl a - I > < in 
ru i er condition that pose 
threat to public safety. 

' !i 1 stent that PG< i- • tracts with the Independent Monitorts) 
shall prohibit the Indepen eking work from 
PG&E while performing the duties ndent Monitor. 
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• b Authority should be delegated to the Director <i 1 PSD, or designee, 

(CP! ersee all PG&E's work performed pursuant to the Implementation 

Plan, including: 

A. CPSD shall review all changes to the Implementation Plan 
proposed by PG&E, and in consultation with the 
Independent Monitor, shall require such modifications as 
are necessary to ensure public safety, and may concur in 
such proposals. 

B. CPSD may inspect, inquire, review, examine and 
participate in all activities of any kind related to the 
Implementation Plan. PG&E a:i contractors shall 
immediately produce any document, analysis, test result, 
plan, of any kind related to the Implementation Plan as 
requested by CPSD, and such request need not be in 
writing. 

y take and order PG&E to take such actions as 
may be necessary to protect immediate public safety. 

D. CPSD may issue immediate stop work orders to PG&E and 
all its contractors when necessary to protect public safety, 
and PG&E must co immediately and consistent with 
any needed safety protocols. 

E. The Director of CPSD, the Commission's Executive 
Director, and the Chief Administrative Law Judge shall 
offer PG&E, parties to this proceeding, and the public such 
procedural opportunities as may be feasible under the 
specific circumstances of any instance in which 
required to exercise its delegated authority. 

The Executive Director si • I - delegated authority to order PG&E 

to reimburse the Commission for any Commission contract necessary to carry 

out the directives in today's decision^., not to oxcood $15,000,000 and PG&E 
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shot 1 p 11 f* I30 authori.2 ^^ j • ^ ^ ~ ac|2C'T'iclc?cf in ifa 

^ehAeeetffit^ef^eee^efy-recover these costs from, ratepayers. 

47. PG&E should Jile compliance reports as specified in zhment D. se 

reports shi illy available. 

48. PG- < 1 I •_ « L >< ,,j . 11 - 'hi. 1 1 ' 1 1 y - 11 ,i >te 

the most ciirr 1 . . > ' dlable • »i 8---"- 1 - .. >- 1- dtis decision: u / 

make an "initial" Altai e effective date of the 

Decision to describe how it performed the update, tit { 

'' " >tablish criteria for changing the priorities among proie <u ' . - .. t4e 

onm-nliotiir'o nun OIOAOI A nd n-rn A 4-4- n mln yn rvirn I- T""^ ' In 1 c f" 1 1 ill O" ell (XX 1 I rl 1 "n D1 11 rl 
COiTi,'|e,iiCii'i.'i_,C i %,i.j wO o' '•JSTXC' 'CIJ-'ICGC xi i_ X t'Jt'jCT* J <. ' i_ « I1 1 I I 1 1 < 1 _ l # l _ 

approv' 1.1. -tine 1 cedures, and prole A • .|[ < u .sure proper 

' .M11 :' 1 • i 1 h • •M' 1111 1 oss f '• -1- . ,; 1'. >ry, ihfoiight ) ' ; ' 1 • 1 

of the Implen-'-i - nil I an, and on an o, / n h • r 

" m 1 .1 s from, decision tree outcome/mitigation due to new data 

" " iations from decision tree outcome/a 11 is tipr -a In ME 

engineerir ent 

" 1 ' 1 f MI Dia,ji f 1 r 1 e "ors" ' 1 I e decision, tree 

' D i 1 1 ,p ' ^ ' 1 mnts into Fha1 I 

" 1 1 -enditures ' • 1 - J.I ( AN -

1 " 1 1 '<-'11 ii <ses r <, , -asons other than pigabilitv 

; relocations 

" !' '• o:'i ' 'tidition Assessment 

"est water management 
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uments si em " irita.in.ed as 

company standards. 

It is not reasonable to adopt a exist overrun contingency allowance 

because PG&E's imprudent management decisions contributed to risk of such 

rYlfiQT'ri 1T1 m m m r\ \ sr/ p-t-o m f 4-1-* r\ In -t m-V\ r\~r\ ml /"vlP I-1-* <r% y-amt rrr\ r\-f 
\J V C i I Ull iw. v v v.- «Jt vz jgz £ v. v./ v J«. i. v-/.» v- v.ua tn ti iv, i ii^i i v-x tvt v./ J- AUiigCTvi 

wi /-y-ri nm t A ri -f-l-s it->. >~% %f Hf ,o». ( ml mi i -n-tTi pfyvl-i 
x Ctio\/i. i- *_-i n_,z V vVI t vJ • 

34T50. The Commission should impose strong incentives on PG&E to 

encc "icient construction management and administration of the 

Impl.eme.nta lion Pla. n. 

35451, PG&E's propos contingency adder is not reasonable and 

shoi vied. 

3&52. A rate of 1.5% should be adopted to escalate costs from the effective 

date of today's decision to the date of project completion. 

3A53. Due to inefficient and ineffective management decisions, PG 

return on equity for investments made pursuant to the j mentation Plan 

shot reduced to the incremental cost of debt. 

54. A one way balancing account should be approved for all Implementation 

Plan projects, subject to the follow- citation: To the extent PG&E incurs 

costs beyond the amounts set forth in Attachment E for projects approved in 

today's decision, the expense and capital, overruns should not be recorded in the 

balancing account and capital, cost overruns may not be recorded in regulated 

plant in service accounts. Similarly, where specific authorized Phase 1 projects 

are not id by the end of 2014 and not replaced with other 'higher priority 

projects consistent with the priority establis d&E's "initial" Attachment 
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- • n ling, the expense and capital cost limit of the balancing account she- ! 2 

reduced by the amounts associated with the project not completed. 

11 I in , •' ' ' 11 mis, efficiencies, an - • • ' orients bag'- 1 sound engineering 

1 1 '1 e Implementati',1 1'l1 • 1 a t- . lien 1 - J I te objectives of the Flan 

si ... L ' < rier: n -. 1: »I , - [ „ - < - i 1• 1 . hould show the . 

not materially change the scope, scale neframe for implementing the Plan. 

O R D E R 

that: 

1. The Pipeline Safety Enhancement Plan (Implementation cific 

Gas and Elecf rnrpany (PG&E) is approved as modified herein. PG&'E must 

expeditiously and efficier irsue the natural gas system safety improvements 

as described in f mentation Plan. 

' ' M| • -'S and Ele< a ' mi my shall comply with the Independent 

Review Panel and Nation 1 " « nsportation Sa.O" - . >ard recommendations for 

0 1 ; a j t 11 a t ' [anagemei : I *, • - ; 11 11 - 1 ' I 

AO. Pacific Gas and Electric Company is authorized to increase its natural gas 

system regulated revenue requirement to be recovered from ratepayers from the 

amo ionized in Decision 11 04 031 by the amounts set forth below in the 

year indicated: 

mm 2013 TOTAL 

$ 100's million q./ i IJu x !> 

JL 

$103/801 

ed Based 

(t-l go QO/I 
y f y \j \k. 

Revise-.' 0., 

$277/805 

ed Based 
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On DMA On DMA On DRA 

seel posed sed 

Corrections Corrections •eetions 

A- All increases in revenue requirement authorized in Orde ti I ,, C 

are subject to refund pent icr Commission decisions in Investigations 

i d 016,1.11 11 009, an M '1007. 

475. Pacific (das and Electric Company is authorized to submit a Tier 1 Advice 

Letter to revise its Preliminary Statement, Part B, to reflect a new rate component 

titled the "Implementation Plan Rate" in the customer class charge included in 

transportation charges to collect the annual increase in revenue requirement 

adopted in Ordering Paragraph 2, as shown in Attachment F to today's decision. 

C Pacific Gas and Electric Company (PGc I t authorized to file a Tier 1 

Advice Letter to create a one way (downwe ! ip ft le Expense a | i al 

Balanci count to record the difference between forecast and recorded 

expenses and capital costs authorized for the Implementation Plan costs from the 

effective date of today's decision through December 31, 2014, for core and 

noncore customer classes. accumulated balance on December 31, 2014, plus 

interest, will be returned to customers through the Customer Class Charge in 

PG&E's Annual Gas True Up Filing to be filed shortly before the end of 2014. 

Any accumulated balance will be allocated 59.5% to the core class and 40.5% to 

the noncore class. 

G7. Pacific Gas and Electric Company (PG&E) must limit the amounts 

recorded in the balancing account authorize i erii I *agraph 5 to the 

adopted expense and capital amounts set forth in Attachment E for each 
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program. Expense and capital amounts in excess of adopted amounts may not 

be recorded in the balancing account and capital cost overruns may not be 

recorded in regulat \ I nt in service accounts. The adopi"- >- pense and capital 

amounts for c ogram shall be reduced by the cost of any Implementation 

P1 n nrmprf T"\ ( \ \ c'rvmrilcd'Arl -x -ut r\ -rx fx T -rmvrv'I or-'rcnl TArif-P os In n r-rln nr -nw rw-t Tr r rtyAiAof 
JL IC.-II I JLV I VJJ v.. V_. t 1. tUl LAJI1 I jiO IV. tV... VI u.i itc i"iv t JLJLCS. V- V- VI v v .JLXi L C-S. JL i v JZXVJL i. t J |~' x vxj *»— v, t, • 

Subject to these limits, PG&E is authorized to collect from, ratepayers only the 

revenue requirements associated with actual expenses and capital costs recorded 

in the balancing account. 

PG&E si tify all the amounts earned from the disposition of 

If . i 11. - i (1 > :y n I i i - Is incurred to transport or dispos* • 'f :I 'e material; 

a) ' , "i, - ail unrecove, >i i r -| I i /1 lines subject to 

replacemei : I n -m. PG6 i , •r G < jn 

9. G m i'i yi i ii ' !1' -M p; ' I 11 ' 1 -I i a ' 9 I < i n , , i - « 

' 1 -Smes. practice . i ;pto •! . - u; n i_ . on , a- i i .j j hod 

consistently acre oughout the duration, of the 

Implemen • -1 •. II m. and on an oi a i _G < a sis G y 1 > tents shall be 

approved by PG nt, and maintained as company standards. Such 

documents shall, be available to allow for t.h amission and independent 

parties or consultants to verify reasonable enginei ent is being 

applied. 

lie Gas and Electric Company is authorized to file a. Tier 1 Advice 

Letter to create a balancing account to record the amount of revenues collected 

from ratepayers through the Implementation Plan Rate as compared to the 

adopted revenue requirement. The balance, if any, as of December 31, 2014, shall. 
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be collected from or refunded to ratepayers through the next Annual Gas 

True | i- filing. Any accumulated balance will be alloce . - 1 A5% to the core 

class and 40.5% to the noncore class. 

II "I • I'., . • I i io ceeding shall meet and confer no later than 21 days 

A - a I e effectiv'- > - . i - a • J '' 1 ' t "A [ > i (a )« , a i ndependent 

Monito i id to report to t don and the public 

regarding the sir r' as. In i I' h I . >rk performed pur: no ... J 

Im.plem.en • i<a lb • i nsure that PG& i - clops accurate and useful record 

keeping data bases and correctly tests and/or replaces the right pipelines at the 

1 ' 11»!' 3. The Parties si A >11 • i • tint proposal in this proceec an. I : 

0 i ( • i mr their first me- a _ ' h . - an > a . c, die joint proposal shall 

include the following: 

ess for the Independent Monitor(s) that ensures its 
independence e extent practicable; 

• the Independent Monitorfs); 

" I, d hall permit the Independent Ivlior i' ' - a n ct, 
inquire, review, examine and pi Ivities of 
any kind related to the mentation Flan. PG&E and its 
contractors shall immediately produce any document, 
analysis, te „ n ly I i » •. a -la - , i e 
Implementati' .ested by the Independent 
Monitoi id such request need not be in writing. 

" G- 0 . ependent Moni a tduct and present all analyses and 
recommendations independent! suggestions or conclusions of 
PG&E, the Coi a - n sipi .. a C rest-, u .rties. 

' ' -'I " public reporting by the In depend u • I P m i" • • 1 • -i.n.t 
meet11 i I' J&E, tl A a a -nested. parties; 
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" 7 , '; 1 iierit that the Independent Mor i' < , ptify PG&E, the 
Commission, and interested parfie; 
discover _ in i term i . m compliance with the reqiiiferne, 1 1 I e 
PSEF th j , 'i i", i r S HI i i qjme i j 11,,. - • - i<• bh 
safety; 

' > w 11 flcrit that the Independent Monitc > oiify PG&E, the 
' 1»•1 f11 ssion, arid interested parties in writii .• i I n I >urs of any 
non compliance or other condition that pose 
threat; to public safety. 

' !i ywi " -I I' " ' '' 1 tracts with tl - h .ependent Monitor(s) 
shall prohibit the Independent Monitor(s) from seeki 
PG&E while performing the duties ndent Monitor. 

34rl2. The Director of the Commission's Consumer Protection and Safety 

Division, or designee, (CPSD) is delegated the following authority: 

A. CPSD shall review anges to the 
Implementation Plan proposed by Pacific Gas and Electric 
Company (PG&E), shall require such modifications as are 
necessary to ensure public safety, and may concur in such 
proposals. 

B. CPSD may inspect, inquire, review, examine and 
particij tivities of any kind related to the 
Implementation Plan. PG&E a:i contractors shall 
immediately produce any document, analysis, test result, 
plan, of any kind related to the Implementation Plan as 
requested by CPSD, and such request need not be in 
writing. 

C. CPSD may take and order PG&E to take such 
actions as may be necessary to protect immediate public 
safety. 

D. CPSD may issue immediate stop work orders to 
PG&E arte 3 contractors when necessary to protect 
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public safety, and PG&E must comply immediately and 
consistent with any needed safety protocols. 

E. The Director of CPSD, th mission's 
Executi '• 1 r >- :or, and tl - I i.ef Administrative Law 

•hall offer PG&E, parties to this proceeding, and the 
public such procedural opportunities as may be feasible 
under t jcific circumstances of any instance in which 
CPSD is required to exercise its delegated authority. 
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G-! The Executive Director is delegated authority to order Pacific Gas 

a: 'ctric Company (PG&E) to reimburse the Commission for any 

Commission contract necessary to carry e directives in today's decisiorijmet 

tcvexceed-SjdTdQQTQQQr- and PG&E shall not recover these costs jsmrrthorigedGe-

4. Rol 

feMecevef^-from ratepayers. 

U-.i- Pacific Gas a; I l-ectric Company must sut<• u « , 11 nice reports 

on the schedule and including the information set forth in Attachrrw 

today's decision. Such reports shall be filed and served in this proceeding, with 

priu pies to the Directors of the Energy Division and the Consumer 

Protection and Safety Division. 

arporate the most current 

data available as of the effective date of this decision and to eliminate outcome 

Da - 1 1 vi 1 a ' u ' MI >ke an "initial ' ' a chine 1 1 dling within 

45 days of the effect < ' - - 1 I 1 "mision to desert i»' I - c ; n . n.edthe 

update, the resul" ml ; date, and to est. Gil 11 - 1 1. , D nging the 

priorities arnx cts going forward, file 

i' i 1 . !' I Hi els -1 _ > r 'in; I - 1 1 1 n I 1 j , 11 11 te an 

advice letter providing th nes, protocols and procedures PG&E will 

ress the following issues: 

" » 1 • 1 ans from, decisiu m • ome/mitigation due to new data; 

" » 1 1 1.1 if .MI - 1 1 on tree outcome 'MI - • f" c 

en.gin.ee ;nt; 

C&E implementation, of the "ors" in the decision, tree; 

29 

SB GT&S 0366487 



" 7 O-.atici < egnmi m ,1'! • e 1; 

rease pigabilitv; 

" 11 • ii ar mcreas' , \>„ , - -sons other than pigabilitv; 

relocations; 

' j »' ,'Qee a < > > dition Assessment; and 

• Hydrotest water manager ^ 

" I - imv i ) 1M " - i i 1 ' kE management, and maintained as 

company standards. 

EE shall ensure that mitigation actions deviating from, the decisi ' e 

outcorn' ' m 3 ised on approve, hi procedure t [ e ( > 

documei a u mly reports to tlm i , 
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