Statewide Impacts of Utility Credit
and Access to Capital
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Clean Energy & Grid Investments Growing in CA
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California Wildfire Risks are a Critical Issue
Facing the State of California

Top 20 Most Destructive California Wildfire:
Number of Structures Destroyed
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https://34c031f8-c9fd-4018-8c5a-4159cdff6b0d-cdn-endpoint.azureedge.net/-/media/calfire-website/our-impact/fire-statistics/top-20-destructive-ca-wildfires.pdf?rev=737a1073f76947b4a3bfb960b19f44c7&hash=7CA02D30D9BF46A32D5D98BD108BA26A

Avuthorized Costs vs. Revenue Requirements

Authorized costs Revenue requirements

Amounts utilities are authorized to

S{Rsuslivies SpipiovEel opilns EEUG recover from customers through rates

W hy Capital costs are generally recovered over many years.
-|-h ey Revenue requirements may include costs authorized in prior years.
d |ffer The two totals are not directly comparable or additive.
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Growing Wildfire Risks Are Driving Higher Costs

for California Ratepayers — Both Mitigation and
Liabilities

Avuthorized Costs ($ billions) Avuthorized Revenue Requirements ($ billions)
Incurred Between 2020-2025 Placed Into Rates 2020-2025

_ (A) (B) (C) (D) (E) (F)

Utility Total Wildfire Total Wildfire Total Wildfire- Total Wildfire Total Wildfire Total Wildfire-
Mitigation Liability Related Mitigation Liability Related
Avuthorized Avuthorized  Avuthorized Avuthorized Avuthorized Avuthorized
Costs Costs Costs Revenue Revenvue Revenvue
(A) + (B) Requirement Requirement Requirement
(D) + (E)
PG&E $24.9 $7.4 $32.3 $15.5 $6.9 $22.4
$12.2 $5.9 $18.1 $5.9 $6.1 $12.0
SDG&E $1.9 $1.6 $3.5 $1.3 $1.7 $3.0
$39.0 $14.9 $53.9 $22.7 $14.7 $37.4
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o N—
Credit Rating Near or Below Investment Grade

for Several Utilities

Even in combination, the
Credit ratings of PG&E, SCE and SDG&E, Dec 2016 - Oct 2026 OriginCII AB ‘|O54 Wlldflre FUﬂd

— PEHE  — SCE  e— SDE&E — S&P = = Moody's - .-+ Fitch

and the SB 254 Confinuation
Account are neither durable
nor sustainable solutions.

In the absence of both of
those solutions and given
utility imprudence, the full
weight of unlimited liability
for a utility involved wildfire
falls directly on the utility's
ratepayers.

CCC+ / Caal

- CEA April 2026 Report
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Liability risks and utility credit rating downgrades

cause a cycle that impacts ratepayers

Credit Rating Downgrade

« Credit Ratings Agency (CRA) assesses

ﬂ‘ higher default risk using quantitative
/ ‘ & qualitative factors.

» Signals higher risk to utility debt

'@ N\
oge . age l d d k teh
o Uncapped Utility Liability beogssrdishptasingrey

more expensive.

\

-
0 Rising Borrowing Costs

) * Downgrade leads to higher

i « Wildfire event (or the risk of one) \.

/ < \ qualifies to access Wildfire Fund.

/ « Eligible liability expenses could
exceed or approach total claims
paying capacity.

e =

: —
(6 Investor Confidence Erosion

» Downgrade triggers market exit,
stock price decline and volatility.

« Shareholders sell, reducing market
cap and access to capital.

discounts, diluting ownership and

I I . - » May force equity issuance at
L

further undermining confidence. g

CASH FLOW STRESS

WEAKER OPERATIONS

LOWER CONFIDENCE

interest rates on debt.
* Increases debt service burden
and consumes liquidity.

. ' 'e » Example: Debt cost up from 5%
L

t0 12% = $50M to $120M annual
interest on $1B debt.

FURTHER DOWNGRADES

THE CYCLE REPEATS.
RISK ACCELERATES.

\_/

.

A projects, slower transmission
development timelines,
slowdown in energization of new
homes and businesses, and
‘ reduction in critical investments
in safety and reliability.

Liquidity Strain K

* Leads to delayed generator
interconnections for clean energy

J

(
£ 0 Higher costs -
The Fu" ? - — — - - Lower levels of investment
v - Cuts to safety and
CYC'G k X oA reliability = Further
Uncapped Credit Rating Rising Liquidity Investor downgrades and
L Utility Liability Downgrade Borrowing Costs Strain Confidence Erosion insolvency.
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California’s Wildfire Funds Provide Important Protections, but Their
Long-Term Adequacy Remains Uncertain

= - < . % o
Pro,ectlons for the Given that the Fund consists of two separate, but related, claim-paying

accounts with differing exposures, durability of the entire Fund requires

Durability of the Fund examination of and reporting on both the durability of the AB 1054 Account

and the SB 254 Account.

Coverage Period Claim-Paying Capacity Covered Wildfires

n AB 1A054 - ¥ aly ‘, 2 $21 Billion

SB 254 et T s "'$18 Billion

Account

AB 1054 ) Sept. 18, 20

The Continuation Fund’s Nominal Capacity Is Not Cash Available Today
SB 254 created the Continuation Account, but it is an interim measure with limited resources.

~S18B

Nominal Claims-Paying Capacity @ $
Established under SB 254, based on @ Assets Held
®

contributions scheduled over time. As of June 30, 2026.

Scheduled contribution timeline

@ ®
No assets held Utility contributions Ratepayer contributions End of scheduled
as of June 30. begin. scheduled to begin, contribution period.

subject to CPUC approval.

| The central problem: Future contributions do not provide the same immediate
liquidity as fully funded reserves.

California Public Utilities Commission  soyrce: California Earthquake Authority (CEA), April 2026 SB 254 Study ?



https://www.cawildfirefund.com/sites/wildfire/files/documents/2026/sb254-natcatresiliencyreport-locked-4-7-26.pdf

Not all California Utilities Have Access to the
Wildfire Fund ,

Large Investor-Owned Utilities
PG&E » SCE + SDG&E

0 | Access to Wildfire Fund

Protection depends on adequate
Publicly Owned ;‘ Small / Multi-
T utiities jurisdictional I0Us

claims-paying capacity.
gz~  LADWP, SMUD Liberty, PacifiCorp

Independent Transmission Providers

Some Examples: Citizens, 6 Cities, DCR, DesertLink,
GridLiance West, Horizon West, Transbay

A catastrophic wildfire could threaten
the financial viability of utilities outside
the existing Fund.
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Reform Urgency
Why Reform Before the Next Wildfire?

The policy options available before a catastrophic wildfire may not be available after one occurs.

BEFORE A MAJOR FIRE AFTER A MAJOR FlI
Proactive Reform mergency Respc
Q Broaden wildfire risk pooling Potential utility bankruptcy .
|
Q Establish durable funding Credit rating downgrades |
Q Reform liability standards Constrained victim recovery
Q Protect utility creditworthiness Limited access to capital
0 Preserve access to capital Potential government intervention |
Greater flexibility to design - J}\ Fewer options under
a sustainable system. -,;:ﬂ;,* greater financial pressure.
=<J |
& J -

/\\ Proactive reform helps protect California’s utilities,
— customers and clean energy goals — before the next wildfire.
California Public Utilities Commission 11
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Questions?
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California Public

Utilities Commission

Your email or web address here
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