
Many Stakeholders and High Cost Are Complicating Factors 

· Stakeholders include the community, local residents, and all other ratepayers.

· About 2500 out of 160,000 pole-miles have been converted since 1967.

· Individual ratepayers may look for visual benefits of conversion, and perceive health, safety, and reliability benefits, without knowledge of the costs.

· Conversion costs about $1 million per mile.

· All ratepayers together pay $130 to $180 million annually for conversion.

· Undergrounding projects generally last three years.

Conversion Applications are Subject to Public Protest 

· Local governments play the major role in accommodating property owners.

· Property owners may support or protest projects during neighborhood information meetings and in public hearings attended by utilities.

The CPUC Balances Undergrounding Benefits with Fairness of Cost 

· CPUC-authorized Tariff Rules 

· Require clear general public benefits;

· Avoid undue burden on ratepayers.

· Funds are allocated to communities in proportion to customers served from overhead.

Electric and Telecom Programs Have 3 Levels of Funding By Ratepayers

Electric Utilities – Rule 20 A, B and C:
· Rule 20 A - Ratepayers pay 100%

· The CPUC has pre-authorized utilities to use funds from all ratepayers to place common (existing overhead distribution) lines underground.  The community’s annual allocation may be banked, or borrowed ahead.  See (below) “Either Property Owners or the Community May Pay” regarding individual fronting property owner service laterals
.

· In order to qualify for Rule 20 A funding, a project must satisfy one or more of these Qualifying Criteria:

i. Eliminate an unusually heavy concentration of overhead lines;

ii. Involve a street or road with a high volume of public traffic; or be listed as an arterial street or major collector as defined in the Governor’s Office of Planning and Research (OPR) Guidelines;

iii. Benefit a civic or public recreation area or area of unusual scenic interest.

· Rule 20 B Ratepayers pay about 20%; Applicants 80%

· This is for applicants who don’t meet Rule 20A criteria, but still involve undergrounding both sides of the street for at least 600 feet.  Applicant pays for the entire cost (excluding transformers and meters) of the new underground system, less an amount equal to the cost of a new overhead system of equivalent capacity.

· Rule 20 C – Ratepayers pay almost none

· Typically small projects, where Applicant pays everything except for the salvage value and depreciation of the overhead facilities to be replaced.

Telecommunications Utilities – Rule 32 Sections 1, 2, and 3:

· Rule 32A.1 – Ratepayers pay 100%

· Projects must meet the same general public interest criteria as Rule 20A.  Telecommunication utilities convert overhead facilities to underground at their own expense (ultimately paid for by all ratepayers not just by those directly benefiting) when and to the extent that the electric utility companies convert their facilities.

· Rule 32A.2 –Ratepayers pay about 30%

· Typically at the request of government agencies or groups of homeowners.  Applicant pays for the cost of installing underground supporting structure.

· Rule 32A.3 – Ratepayers almost pay none

· Typically smaller projects where Applicant pays for everything except the net salvage value of the overhead facility to be replaced.

Cable Utilities

· Share cost jointly with other utility services being converted.

Beyond Ratepayer Funds Communities Use Many Funding Sources 

· City General Funds

· Developer Contributions and Fees

· Redevelopment Project Financing

· Property owners (Assessment District Bonds, Streets and Highways Code § 5896)

· Use of 20 A allocations for initial engineering design costs of 20 B projects (“leveraging”).

· Transfer of uncommitted allocations from the county to the city.

· Reallocating uncommitted allocations to others having active undergrounding programs.

· Carryover of past-year uncommitted allocations or current use of future-year allocations up to 5 years.


Planning Undergrounding Projects Calls for Coordination and Cooperation 
 
Utilities and cities recommend following the steps, based on experience:

· Develop a Joint Underground Utilities Conversion Planning Committee (UUCPC) that consists of members from the community and the utility company
.

· Develop a Conversion Master Plan if the community considers using a developer fee program (California Government Code § 66000).

· Develop a Utilities Conversion Plan 
.  

· Establish a general enabling ordinance.

· Call public hearings

· Designate individual underground utilities districts (UUD)

· Make it unlawful for utility companies to maintain overhead facilities in an UDD, unless specifically exempted.

· State the responsibility of utility companies.

· Require property owner in an UDD to perform work on their premises necessary to receive underground utility service.

· State the responsibility of the City.

· Create an Underground Utility District

· UUCPC propose a boundary map of the conversion area.

· Utility company approves project and verifies project funding.

· Notices are distributed to affected property owners and hold public hearings.

· City Adopt a resolution to create an underground utilities district, establish a date by which property owners must be ready to receive underground utility service, and determine actions for failure to meet that date 
.

· Develop a Project Coordinating Committee

· Project walk-through

· Early contact with property owners

· Community 

- Notify property owners the date that they must be ready to receive underground service

- Electric permitting requirements.

· Utility Company notifies property owners of service lateral requirements.

· Project Management

· Establish a trenching agent.

· Obtain encroachment permits and rights-of-way

· Develop bid specification

· Develop composite trench drawings

· Select contractors

· Install trenching and substructures

· Place underground facilities

· Pull and splice cables, and energize the new system

· Remove overhead facilities

· Inspections

Either Property Owners or the Community May Pay for Service Laterals

· Property Owners may pay in annual installments and are responsible for:

· All trenching and backfilling from the property line to the point of termination on the customer’s premises, 

· Installing rigid conduits, and 

· Converting their electric service panels.

· Or, a community may request

· Utility companies to include all or part of the cost of service lateral and electric service panel conversions within the overall cost of a 20A project 

· Not to exceed 100 feet of service lateral and 

· $1500 of electric panel conversion cost per property owner.

· If service laterals are included then fewer blocks may be converted in a given project unless a community pays for some of the work from local funds.  
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Four features of successful projects are:





Thorough planning at least a year ahead, 


Scheduling flexibility, 


Adequate capital from 


Utility	


Directly-benefiting citizens, and 


Other sources, and


Timely communications among all parties involved.




















History of the Undergrounding Program


1967 – Decision 73078 required electric utilities to file tariff rules for replacement of overhead to underground distribution facilities, submit annual allocation amounts for overhead conversions, and to report conversion work completed for the preceding years.  Tariff Rule 20 was established for electric conversions and Rule 32 for telecommunication.


 1968 – Utility allocations (annual cost caps in each community) are set proportional to –


	1968 – the total number of electric meters; 


	1982 –  only the number of overhead meters;


	1990-Present – both the total number of meters and the number of overhead meters.


 2000 – CPUC opened Order Instituting Rulemaking (OIR) 00-01-005 to implement Assembly Bill 1149 regarding undergrounding of electric and telecommunication facilities.


 2001 – The Commission issued Decision (D.) 01-12-009 in Phase I of the OIR directing expanded use of Rule 20 funds and listing issues for Phase 2


 2002 – The Commission issued D.02-11-019 to signal consideration of a new rulemaking to address Phase 2 issues.


 2003 – Commissioner Kennedy assigned at expiration of Commissioner Duque’s term.


 2005 – D.05-04-038 closed OIR 00-01-005.  D.01-12-009 remains effective until a new proceeding is opened consistent with the Commission’s resources and priorities.














� Service laterals extend from the utility company’s lines in the public-right-of-way to the meter service panel on the customer’s premises.





� Refer to the Underground Conversion Planning Guide sponsored by the League of Cities and the utilities, for detailed information.


� City should ensure that the appropriate provisions are included in the cable company’s franchise agreement.  City should negotiate directly with the railroad on overhead conversion.


� Utilities periodically revise their labor and material costs so Utility Conversion Plans should be updated once a year, preferably in conjunction with the community’s capital improvement project budgeting process.


� The city should plan and adopt the resolution 12-18 months prior to project start date.
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