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FILE NO. 190911 ' : RESOLUTION NO.
[Opposing California Assembly Bill No. 235 (Mayes) - Electrical Corporations: Recovery of
Catastrophic Wildfire-Costs and Expenses] s ‘

Resolution opposing California State Assembly Bill No. 235, authored by Assembly

Member Chad Mayes, which would make PG&E customers and ratepayers actas

guarar‘)tors if sharéholders default on their payments due to continuéd wildfire safety

negligence or poor management decisions.

WHEREAS, In January 2019, the state legislature introduced Assembly Bil'l No. 235
(AB 235), which seeks to authorize the California Public Utilities Commiséion (CPUC); when

determining recovery by an electrical corporation (I0U) for costs and expenses aris,ing from a

| catastrophic wildfire, to consider the lVOU.'s financial status in order td determine the maximum

amount the 10U can pay; and

WHEREAS, This bili allows PG&E and other for-profit utilities to use tax-exempt bonds
fo reduce wildfire related financing costs; and |

WHEREAS, The purpose of tax—exembt financing is to support the public good and not
subsidize for-profit companies'that do nof prioritize public safety in their utility operations; and

WHEREAS, .Wi_th the recent passagé of Assembly Bill No. 1054, whi’oh was intended to
address the financial health of investor-ownéd utilities, the aim 6f this bill is duplicative aﬁd -
raises significant éoncerns about the burden it would plaole on eléotricity ratepayers and on
state revenues; and |

WHEREAS, While this bill requires a net income ‘adjustment from PG&E equal to the
wildfire recovery charges passed on to ratepayers, it does not éxplicitly require that amount to
bé ‘returned” to ratepayers, and therefore begs the question of how ratepayérs would be
made whole sh'oul_d PG&E declare bankruptcy or otherwise become insolvent over the lifetime

of the bonds; and
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WHEREAS, The bill does not ﬁmit, cap, or reduce shareholder profits, all while PG&E
is aotiyely seeking substantial increases in its rate of return at the California Public Utilities
Commission, which would offset this bill's potential reduction in shareholder profitS' and

WHEREAS, The additional strain placed on ratepayers taking on financial liability from
10U shareholders would reduce the ability to leverage customer revenues for future financial
emergencies; and |

WHEREAS, Giving these bonds tax-exempt status would reduce critical tax revenues

needed for California public services and it is unclear how these tax savings would flow

through to ratepayers;

WHEREAS, In addition to providing a public subsidy to a for»proﬁt corporation, a tax-
exempt financing transaction of this size would notentially crowd-out tne marketplace to
cntlcal public agency funding needs; and

WHEREAS, I’[ is not clear how AB 235 would help victims of the 2017 and 2018
Wlldflres beyond PG&E's current ab ility, but instead, |t would put California ratepayers and
taxpayers on the hook for mismanagement deorsrons made by PG&E and its shareholders
and

WHEREAS, Despite concerns around PG&E’s financial health and the need to make

- victims whole, it is nOt'appropriate for California ratepayers and taxpayers to subsidiZe an

investor-owned company’s debt related to past w1[df1res especi ally given that the company in

" question was found crlmlnaily at fault for past safety Issues; now, therefore, be it

RESOLVED, That the Board of Supervisors of the City and County of San Francisco

~ opposes Assembly Bill No. 235; and, be it

FURTHER RESOLVED, That the Clerk of tne Board of Supervisors notify San

Francisco's State Legislative Delegation and the Office of the Governor of the State of

‘California accordingly.
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AMENDED IN AS SEMBLY APRIL 30,2019

CALIFORNIA LEGISLATURE—2019—20 REGULAR SESSION

ASSEMBLY BILL : : No. 235

Introduced by Assembly Member Mayes

Tanuary 18, 2019

Anacttoa hapter7{eommene Wi i tyisten
4+ amend Section 451.1 of the Public U‘ahtles Code, relatmg tO‘HﬁhﬁeS—
electrical corporations. '

LEGISLATIVE COUNSEL’S DIGEST

AB 235, as amended Mayes Electncal corporat1ons -lee&l—pﬁ-bhe}y

, 'recovery of cal‘asz‘rophzc wzlaﬁre costs and expenses
Under existing law, the Public Utilities Commission has regulatory

: authonty over pubhc unhtles mcludmg elecmcal—eﬁfpefaﬁoﬁs—whﬁe

ge’v‘efniﬂg—bﬁafést corpomz‘zons. Ex1st1ng law authonzes the commission
to fix just and reasonable rates and-eharges: charges for public utilities.

Existing law authorizes the commission, in a proceeding on an
application by an electrical corporation to recover costs and expenses
arising from a catastrophic wildfire occurring on or after January 1,
2019, to allow cost recovery if the costs and expenses are just and
reasonable, after consideration of the conduct of the utility. In evdluating
the reasonableness of the costs and expenses, the commission is required
to consider the conduct of the electrical corporation and relevant
information submitted info the commission record, including in 12
specified areas.

Notwithstanding the commission’s determination of whether the costs
and expenses are just and reasonable - as described above, when
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AB235 2

determining recovery by an electrical corporation for costs and expenses
arising from a catastrophic wildfire occurring on or after January 1,
2019, this bill would authorize the commission to consider the electrical’
corporation’s financial status. and determine the maximum amount the
corporation can pay without harming ratepayers or materially impacting

98
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Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no. '

The people of the State of California do enact as follows:

1 SECTION 1. Section 451.1 of the Public Utilities Code is
2 amended to read:
3 451.1. (a) In an application by an electrical corporation to
4 recover costs and expenses arising from a catastrophic wildfire
5 occurring on or after January 1, 2019, the commission may allow
6 cost recovery if the costs and expenses are just and reasonable,
7 after consideration of the conduct of the utility. In evaluating the
8 reasonableness of the costs and expenses, the commission shall
9 consider the conduct of the electrical corporation and relevant
0 information submitted into the commission record, which may
1 include, but is not limited to, all of the following:

98
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(1) The nature and severity of the conduct of the electrical
corporation and its officers; employees, contractors, and other

“entities with which the electrical corporation forms a contractual
relationship, including systemic corporate defects.

(2) Whether the electrical corporation disregarded indicators of

4 wildfire risk.

(3) Whether the electrical corporatlon failed to desxgn its assets
in a reasonable manner.

(4) Whether the electrical corporation failed to operate its assets
in a reasonable manner.

(5) Whether the electrical corporation failed to maintain its
assets in a reasonable manner.

(6) Whether the electrical corporation’s practices to momtor
predict, and anticipate wildfires, and to operate its facilities in a
reasonable manner based on information gained from its monitoring
and predicting of wildfires, were reasonable. '

(7) The extent to which the costs and expenses were in part
caused by circumstances beyond the electrical corporatlon S
control.

(8) Whether extreme climate conditions at the location of the -
wildfire’s ignition, including humidity, -temperature, or winds
occurring during the wildfire, contributed to the fire’s ignition or
exacerbated the extent of the damages. The electrical corporation
shall provide the commission with specific evidence and data
demonstrating the impact of climate conditions on the severity of

" the wildfire.

(9) The electrical corporation’s compliance with regulations,
laws, commission orders, and its wildfire mitigation plans prepared
pursuant to Section 8386, including its history of compliance.

* (10) Official findings of state, local, or federal government
offices summarizing statutory, regulatory, or ordinance violations
by any actor that contributed to the extent of the damages. ‘

(11) Whether the costs and expenses were caused by a single
violation or multiple violations of relevant rules. - -

(12) Other factors the commission finds necessary to evaluate
the reasonableness of the costs and expenses, including factors
traditionally relied upon by the commission 1n its decisions.

(b) Notwithstanding subdivision (a), when determining recovery
by an electrical corporation for costs and expenses arising from
a catastrophic wildfire occurring on or after January 1, 2019, the

98
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commission may consider the electrical corporation’s financial
Status and determine the maximum amount the corporation can
pay without harming ratepayers or materially impacting the
electrical ‘cor, poraz‘zons abzlzty fo provzde adequate and safe
service. :

by

(c) Notw1thstandmg Section 451, this sectlon shall direct the .
commission’s evaluation of applications for recovery of costs and
expenses arising from a catastrophic wildfire. This section shall

not apply to any other applications for cost recovery.

(d) This section shall not affect any civil action, appeal, or other

action or proceedmg
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Introduction Form

By a Member of the Board of Supervisors or the Mayor 11 E - R N
. ’ dbbo oy T Vil kW B
- o . Time stamp
I hereby submit the following item for introduction (select only one): Sy or meeting date

Rl 1. For reference to Committee.

An ordinance, resolution, motion, er charter amendment.

X
)

. Request for next printed agenda without reference to Committee.

3. Request for hearing ona subject mq"cteroat Committee.

4. Request for letter beginning "Supervisor - ‘ ' 4 inquires"

5. City Attorriey request.

6. CallFﬂeNo B o - from Cormmttee

. Budget Analyst request (attach written motlon)

8. Substitute Legislation File No.

9. Request for Closed Session (attach written motion).

10. Board to Sit as A Committee of the Whole.

0 Y O e O

11. Question(s) submitted for Mayoral Appearance before the BOS on

‘Please check the appropriate boxes. The proposed legislation should be forwarded to the following:
1 Small Business Commission ' 1 Youth Commission - [1 Ethics Commission

] Planmng Commlsswn [] Building Inspection Commission
: Note For the Imperatlve Agenda (a resolutlon not on the printed agenda), use a Imperatwe

Sponsor(s):

Ronern, Peskin

Subject:

Resolution Opposmg California Assembly Bﬂl No. 235 (Mayes) Electrical Corporations: Recovery of Catastrophlc
Wildfire Costs and Expenses

The text is listed below or attachedf

Please see attached resolution.

o 5 O/ /e
Signature of Sponsoring Supervisor: > "\
‘ 7

~ For Clerk's Use Only:.
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