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Wildfire & 2019 Repercussions 

By John Benson 

September 2019 

1. Introductions 
By this time last year we (California) had experienced some of the largest wildfires in our 
history, but the worst was (at that time) yet to come. For details see the post linked 
below (from last December) and several other posts linked therein. 

https://www.energycentral.com/c/ec/fire-%E2%80%93-costs-and-repercussions 

The good news for this year is that a very wet 2018-2019 rainy-season has tamped 
down the severity of wildfires (so far).  

Also there has been much work to improve the resiliency of areas affected by these 
wildfires and help some utilities that might have liability. The former includes Public 
Safety Power Shutoffs, on which I provided a brief post earlier this summer (linked 
below). This earlier paper included some minimal suggestions on how to deal with them. 

https://www.energycentral.com/c/ec/public-safety-power-shutoffs 

The latter includes a new fund that might mitigate utilities' wildfire liabilities. 

And if you haven't heard about the PG&E Bankruptcy that primarily resulted from these 
wildfires, you're probably on the wrong website. 

I've been continuing to collect information on the above subjects, and this post will 
update all of the above. 

2. Resiliency 
Last month, I received a nice present from the California PUC: "Proposed Decision of 
Commissioner Rechtschaffen: Order Instituting Rulemaking Regarding Policies, 
Procedures and Rules for the California Solar Initiative, the Self-Generation Incentive 
Program (SGIP) and Other Distributed Generation Issues." This is linked below, and it 
covers several issues, but relative to this post's main subjects: "To help deal with critical 
needs resulting from wildfire risks in the state, it establishes a new equity resiliency 
budget set-aside for vulnerable households located in Tier 3 high fire threat districts 
(HFTD), critical services facilities serving those districts, and customers located in those 
districts that participate in two low-income solar generation programs. … It directs the 
SGIP Program Administrators to transfer $100 million of accumulated generation 
technology funds to the new equity resiliency budget…" 

http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M310/K226/310226267.PDF 

Further in the above proposed decision, starting in section 4.4 it indicates:  

"Current equity budget eligibility requirements do not contain any specific provisions for 
customers that live in high fire threat districts … customers on a medical baseline rate or 
other customers with a serious illness or condition that could become life threatening if 
service is disconnected. The availability of backup power during electrical outages 
caused by wildfires or public safety power shutoff (PSPS) events is increasingly a priority 

https://www.energycentral.com/c/ec/fire-%E2%80%93-costs-and-repercussions
https://www.energycentral.com/c/ec/public-safety-power-shutoffs
http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M310/K226/310226267.PDF
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for the state of California and this Commission. Accordingly, the self-generation 
assigned Commissioner's ruling asked whether the Commission should add a focus on 
increasing customer resiliency to existing SGIP goals. … 

"Parties are in general agreement that many customers have a need for backup power 
during PSPS events, outages resulting from a wildfire, flooding, or other extreme 
weather events, and general unplanned outages. Parties mention a range of possible 
durations of such outages. California Energy Storage Alliance states that typical 
distribution outages last from 0.5 - 4 hours, while PSPS events typically de-energize 
lines between 24 to 48 hours… PG&E states that outages can sometimes be multi-day 
events… Department of Homeland Security’s Emergency preparedness information 
which advises people to be prepared for an outage lasting 72 hours. 

"Parties also identify common customer needs during outages. These include 
maintaining critical loads at an individual residence, business or community emergency 
infrastructure, and in particular, maintaining sufficient power to provide for the electricity 
requirements of critical care customers. Parties recommend that the Commission define 
critical care customers for SGIP purposes to include customers on a medical baseline 
rate and customers who are medically at risk in the event of an outage lasting longer 
than two hours. 

"Parties also generally agree that the resiliency benefit that storage can provide greatly 
varies depending on: (1) the size of the battery relative to the needed load; (2) whether it 
is paired with on-site generation; (3) the state of charge of the storage device at the time 
power is lost; and, (4) whether the storage device is wired to provide energy to all loads 
or only critical loads during an outage. 

"Parties suggest that, depending on these factors, the resiliency benefits that storage 
systems can provide range from limited time-span backup power to a fully independent 
microgrid. 

"… We target the program to residential customers in Tier 3 HFTDs and the critical 
facilities that support them because Tier 3 HFTDs have previously been identified by 
CAL FIRE and the Commission as areas of the state that are most likely to be impacted 
by wildfires. In the absence of further detailed information, we conclude that the Tier 3 
HFTDs are also areas likely to be impacted by PSPS events that are intended to avoid 
wildfires. Many of the eligible non-residential facilities would also likely provide services 
or infrastructure to customers in Tier 2 HFTDs that are adjacent to the Tier 3 districts, 
and this would not exclude the facilities from the equity resiliency budget. For the equity 
resiliency budget, we also waive the requirement that medical baseline customers or 
customers that have notified their utility of a life-threatening illness must live in a single 
family home subject to resale restrictions or in multifamily deed restricted housing. 
Applying this limitation would too restrictive and would excessively limit participation in 
the new program. 

"Residential customers are eligible for the equity resiliency budget if they meet each of 
the following criteria: 

1. Are located in a Tier 3 HFTD; and, 

2. Are one of the following: 

i. Eligible for the equity budget; or, 
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ii. Medical baseline customer; or 

iii. Customer that has notified their utility of serious illness or condition that 
could become life-threatening if electricity is disconnected. 

"We call these customers “SGIP critical resiliency needs” residential customers. 

"We also approve certain non-residential customers as eligible for the equity resiliency 
budget. Non-residential customers eligible for the equity resiliency budget must be 
located in a Tier 2 or Tier 3 HFTD and provide critical services or critical infrastructure 
during a PSPS event to customers located in a community located in a Tier 3 HFTD and 
eligible for the equity budget." 

At this point I will stop quoting the proposed decision (as the following discussion is 
really complicated), and describe my take on the reimbursement that the commissioner 
intends. It appears that it is intended that, for at least some classes of resiliency 
customers, the SGIP reimburse 100% of a backup system's cost. 

Also, there is a requirement in the above text (see the numbered list) that limits this 
program to residences that are either "Eligible for the equity budget", a medical baseline 
customer, or "Customer that has notified their utility of serious illness or condition that 
could become life-threatening if electricity is disconnected." 

Regarding the equity budget, this generally refers to customers that are eligible for 
SASH or SOMAH. To understand these programs, go through the link below to an 
earlier paper on energy equity. 

https://www.energycentral.com/c/cp/meaningful-change-–-part-2  

3. Latest on PG&E 
Of the large California utilities, PG&E will be impacted, by far, more than others. Many 
may argue that this is deserved, as for many years, PG&E did not take their vegetation 
management responsibilities very seriously, and have also deferred replacing 
dangerously worn out equipment (like the transmission tower that started the Camp 
Fire).1 Although climate change has worsened the results of this negligence, the 
consequences, partially described in the subsection below, demand a serious response. 

3.1. Wildfires 
I did a quick search of 2017 1nd 2018 California wildfires where PG&E is held 
responsible by CAL FIRE for and came up with the following list: 

 La Porte Fire, Butte County, 8,417 acres, destroying 74 structures 

 Honey Fire, Butte County, 76 acres (no structures destroyed) 

 McCourtney Fire, Nevada County, 76 acres, destroying 13 structures 

 Lobo Fire, Nevada County, 821 acres, destroying 47 structures 

                                                 
1 Jeff St. John, Greentech Media, "California Assembly Passes $21B Wildfire Fund for Utilities", July 11, 

2019, https://www.greentechmedia.com/articles/read/california-assembly-passes-21b-wildfire-fund-for-

utilities?utm_medium=email&utm_source=Daily&utm_campaign=GTMDaily#gs.27rxxh  

https://www.energycentral.com/c/cp/meaningful-change-–-part-2
https://www.greentechmedia.com/articles/read/california-assembly-passes-21b-wildfire-fund-for-utilities?utm_medium=email&utm_source=Daily&utm_campaign=GTMDaily#gs.27rxxh
https://www.greentechmedia.com/articles/read/california-assembly-passes-21b-wildfire-fund-for-utilities?utm_medium=email&utm_source=Daily&utm_campaign=GTMDaily#gs.27rxxh
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 Redwood Fire, Mendocino County, 36,523 acres, destroying 543 structures. 
There were nine civilian fatalities. 

 Sulphur Fire, Lake County, 2,207 acres, destroying 162 structures 

 Cherokee Fire, Butte County, 8,417 acres, destroying 6 structures 

 37 Fire, Sonoma County, 1,660 acres, destroying 3 structures 

 Blue Fire, in Humboldt County, 20 acres (no structures destroyed) 

 Norrbom, Adobe, Partrick, Pythian and Nuns fires were part of a series of fires 
that merged in Sonoma and Napa counties. These fires burned a combined total 
of 56,556 acres, destroying 1355 structures. There were three civilian fatalities. 
Each of these fires were started by PG&E equipment. 

 Pocket Fire, Sonoma County 17,357 acres, destroying 6 structures 

 Atlas Fire, Napa County, 51,624 acres, destroying 783 structures. There were six 
civilian fatalities. 

 Cascade Fire, Yuba County, 9,989 acres, destroying 264 structures and resulted 
in four civilian fatalities and one firefighter injury 

 Camp Fire in Butte County, burned a total of 153,336 acres, destroying 18,804 
structures and resulting in 86 civilian fatalities and several firefighter injuries. The 
Camp Fire is the deadliest and most destructive fire in California history. 

I'm sure there were others that I did not find. However there is also one fire that the 
attorneys representing the victims would also like to rope PG&E into, even though an 
extensive CAL FIRE investigation determined that this was not caused by PG&E, but 
rather third-party-owned electrical equipment on private property. This is the Tubbs Fire 
in Sonoma County, which started on the evening of October 8th, 2017 and burned a total 
of 36,807 acres. Destroying 5,636 structures and resulting in 22 civilian fatalities and one 
firefighter injury. As of this writing (early September) this is being litigated. The CAL 
FIRE press release announcing the conclusion of the CAL FIRE report on the Tubbs Fire 
cause is below.  

https://www.fire.ca.gov/media/5032/tubbscause1v.pdf  

3.2. Battle for Control 
As I currently understand it, there are two groups fighting for control of PG&E: 

Major Shareholders: the group that is supported by PG&E's Board of Directors includes 
a hedge fund that owns about half of PG&E's Stock. 

Bond holders: A separate hedge fund owns a large majority of PG&E bonds and is 
trying to take control of the company. 

https://www.fire.ca.gov/media/5032/tubbscause1v.pdf
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The bondholders’ takeover plan would value the company at the equivalent of $2 a 
share, wiping out most of the value of existing shareholders, according to PG&E. The $2 
price is about one-fifth of PG&E’s current per-share value.2 

Although a collection of hedge funds that own 49 percent of the utility’s stock much of 
the remainder is owned by shareholders and pension funds like CalPERS and CalSTRS, 
which represent 2.5 million retired public employees. 

The Bill "AB-235 Electrical corporations: wildfire victim recovery bonds (2019-2020)" is 
needed by the first group to fight off the attempts of the second group to take control.3 

Per the above-referenced article, "PG&E Corp.’s major shareholders said Friday that a 
bill the company deemed necessary to pay wildfire victims was dead in the Legislature 
until January. 

"… Lawmakers were skeptical of the PG&E proposal, in no small part because of their 
hostility to a company that was deemed responsible for some of the worst wildfires in 
California history. 

"PG&E in a written statement said it was pleased that lawmakers would reconsider the 
proposal next year. 

“ 'We firmly believe that Wildfire Victim Recovery Bonds are a critical element to the 
state’s path forward when it comes to addressing wildfire risk. AB 235 would ensure that 
victims of the 2017 and 2018 wildfires are paid quickly at shareholders expense, without 
increasing customers’ bills,' the company said." 

3.3. Proposed Reorganization 
PG&E filed its preliminary reorganization plan on September 9. I reviewed several 
articles that reviewed this plan, and found the one referenced here4 and summarized 
below to be the most reasonable. 

"PG&E Corp. filed their reorganization plan on September 9 after the close. A disclosure 
statement is still pending, but they also filed Summary of Key Elements. Most of the 
proposed plan is similar to the term sheet contained in a letter that Abrams Capital sent 
the company on August 7. Shareholders will keep their shares and be able to participate 
in a rights offer, if there is one. The current shares would, however, be greatly diluted 
because up to $14 billion in new equity could be issued under the plan.  

"Common Shareholders 

"Impaired, entitled to vote, keep current shares (subjection to dilution), allowed to 
participate in a rights offer to buy new stock, if there is one. It seems that the rights will 
be transferable, so those shareholders not wanting to buy more stock may be able to get 
some value by selling their rights. The stock purchase price is to be determined by some 

                                                 
2 Dale Kasler, Bryan Anderson The Sacramento Bee, "Hedge funds fight over wreckage of PG&E. How 

much will California wildfire victims get paid?", Sep 3, 2019, 

https://www.sacbee.com/news/california/fires/article234485142.html  
3 Dale Kasler and  Bryan Anderson, The Tribune, "PG&E wildfire payment plan dies in Capitol, for now", 

Sep 6, 2019, https://www.sanluisobispo.com/news/california/article234788087.html  
4 Seeking Alpha, " PG&E Finally Filed Their Ch.11 Reorganization Plan", Sep 10, 2019, 

https://seekingalpha.com/article/4290698-pg-and-e-finally-filed-ch-11-reorganization-plan  

https://www.sacbee.com/news/california/fires/article234485142.html
https://www.sanluisobispo.com/news/california/article234788087.html
https://seekingalpha.com/article/4290698-pg-and-e-finally-filed-ch-11-reorganization-plan
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complicated formula. The rights offer is being backstopped by Abrams Capital and a 
number of other funds. 

"Unsecured Noteholders 

"Unimpaired, not entitled to vote, assumed to accept plan. They will receive cash for 
their claims in full. New debt is expected to be issued under the plan. Perhaps, they are 
expecting they could issue new debt under better terms than existing debt, so they 
decided not to just reinstate the debt. They might issue Wildfire Victim Recovery Bonds 
besides regular debt. 

"Wildfire Victims Claims 

"Impaired, entitled to vote. Their claims will be paid by a Other Wildfire Trust that will be 
funded by a to be determined combination of cash, new equity, convertible preferred 
stock, Wildfire Victim Recovery Bonds proceeds. The claims will be against the Trust 
and not against PG&E. The total amount is being capped at $8.4 billion. (It is unclear if 
this total includes the $1 billion already negotiated with some local governments. 
According to my Bloomberg Terminal it does not, but it is not clear by my reading of the 
plan.) This $8.4 billion is below the total amount of expected individual claims to be filed 
with the court. 

"Subrogation Insurance Wildfire Claims 

"Impaired, entitled to vote. Their claims will be paid out of a Subrogation Wildfire Trust. 
They will also be funded by the same type of funding as the other Trust. Their claims will 
be only against the Subrogation Wildfire Trust and not PG&E. The total is capped at $8.5 
billion compared to some estimates of $18 billion in claims. 

"Confirmation 

"To confirm the plan under section 1129,5 at least one class must vote to accept the plan 
(2/3 of dollar amount and majority of holders within that class). At this point I doubt the 
wildfire victims will vote to accept. The company must be expecting shareholders to vote 
to accept because the other classes are classified as unimpaired and are not entitled to 
vote. There is a huge problem with this plan being confirmed by the court because a 
lower priority class, shareholders, are getting recovery under the plan, but a higher 
priority class, wildfire victims, are getting less than full recovery. There is going to be a 
HUGE fight over this issue in court because the victims will assert the plan violates the 
section 1129 priority rule. 

"Conclusion 

"Often the original Ch.11 organization plans lack a lot of specifics and other information, 
but it is somewhat unusual not to even file an incomplete disclosure statement at the 
same time. 

"I expect a very nasty fight over this plan. There is a lot of powerful interests involved in 
this case. As it stands now, I don't see how this plan can be confirmed by the court with 
higher priority classes getting less than full recovery, while a lower priority class gets 
some recovery." 

                                                 
5 Confirmation is for the court to confirm a plan. See Cornell Law School, Legal Information Institute, U.S. 

Code, Title 11. Bankruptcy, Reorganization, Subchapter II. The Plan, Section 1129. Confirmation of plan, 

https://www.law.cornell.edu/uscode/text/11/1129  

https://www.law.cornell.edu/uscode/text/11/1129
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4. California Wildfire Fund 
On July 11 of this year "AB-1054 Public utilities: wildfires and employee protection 
(2019-2020)" was passed by the California Legislature. On July 12 it was approved by 
Governor Newsom, There is a link to this bill's website below, but it basically creates a 
fund that it intended to help protect SCE and SDGE (and ultimately, PG&E) from 
liabilities that might result from future wildfires caused by their equipment, in spite of their 
best efforts to make sure their equipment does not have the potential to start these fires. 

https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201920200AB1054  

The text below is from reference 1 on page 3 above:  

"The bill would create two separate funding mechanisms for utilities facing wildfire 
liabilities. The first is a $10.5 billion “liquidity fund,” paid for by an existing $2.50-per-
month charge on customers’ bills, which would offer utilities short-term loans, repayable 
in full, to cover ongoing wildfire costs. 

"The second is a fund of up to $10.5 billion, to be raised by proportional contributions by 
SCE and SDG&E if they choose to participate, that would be available to pay out wildfire 
liability claims. PG&E won’t be allowed to take part until it has settled its existing 2017 
and 2018 wildfire claims and emerged from bankruptcy protection — a fact that could 
leave it open to further wildfire liabilities this year. 

"AB 1054 also puts conditions on participation in the $10.5 billion insurance fund for all 
three utilities, including passing annual safety certifications, putting limits on executive 
pay, and investing a collective $5 billion in safety improvements that they won’t be able 
to recover in customer rates.  

"But if a utility meets these conditions, it will be able to withdraw from the fund to cover 
the potentially massive liabilities they face under the state’s "inverse condemnation" 
legal doctrine, which holds them responsible for fires caused by their equipment, even if 
they were following all safety rules and regulations." 

https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201920200AB1054

