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Utilities

California Legislator Announces Potential PG&E Bill

T H E  T A K E A W A Y

California Assembly member and current Utilities and Energy Committee Chair Chris

Holden's (D-41) office announced that he will introduce a bill to expand securitization

protections created by SB901 to include 2018 fires. Holden is one of the legislators who

pushed through SB901, and we view him as one of the most informed and constructive

voices on utility liability in the legislature. His policy staffer, Kellie Smith, was also a crucial

player in earlier liability legislation, and she will play a key role in this attempt as well. We

do not expect that this bill will be the only piece of wildfire related legislation introduced,

and we believe the final process may end up moving similarly to SB901 whereby multiple

legislative ideas - both on liability and fire prevention - were rolled together to increase

support and make passage more palatable. The timing for this process remains unclear,

and it depends largely on political sentiment in the state. Bloomberg reports that the bill

could be introduced as early as December 3, during the one legislative day of 2018, which

would mean the bill could be available for consideration in early January. However, we

think that moving liability legislation so quickly after the Camp Fire will prove extremely

difficult. In a positive note for PG&E (PCG) and other utilities, the majority of members

who supported SB901 remain in office after the recent elections, ensuring a base of

support for legislation that includes securitization.
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Among the 49 Members who voted for SB901, 46 remain in office for the upcoming session. Among the
29 Senators who voted for it, 24 remain. With 46 out of 80 Members and 24 out of 40 Senators, the majority of
the incoming legislators are on the record as supporting comprehensive legislation that includes securitization.
However, these margins are closer than during the debate on SB901, making it even more imperative to include
legislation with broad appeal and strong political support.

In SB901, wildfire prevention language was used to ensure support for securitization. Legislators who
would not vote for securitization on its own were driven to support the bill because they supported the other
provisions that were included alongside securitization. We expect that a similar process would need to be used
in this case with any expansion of securitization tied to wildfire mitigation or prevention language in order to
shore up support among a large enough group of legislators. Without these components, some lawmakers who
supported SB901 could conceivably abandon a new liability-only measure as insufficient.

Holden's bill does not need to include securitization language nearly as substantial as SB901, but we
expect marshaling support will still prove complex. Holden only needs to expand securitization coverage to
include 2018 fires, a far less onerous task than the push to create a securitization structure and review standard
in SB901. This makes Holden's path forward easier than SB901, but it is far from a slam dunk. We expect that
Holden, even if he moves quickly and introduces his bill on December 3, will need to wait for additional legislative
language to tie to the bill in order to create a more palatable package. We expect this will delay consideration
until later in 2019 as a larger fire bill likely will require more time.

One unknown is the position of the incoming Governor, Gavin Newsom. If Newsom takes a constructive
approach to liability legislation, as Governor Brown did, it could add momentum to a potential Holden bill.
However, Governor-elect Newsom has not committed himself to addressing liability, making this an unknown
factor.

Absent Newsom's support, it appears likely that legislators would look to wait until after the Commission
on Catastrophic Wildfire Cost and Recovery issues its report on July 1, 2019 before moving any
comprehensive legislation dealing with wildfires. Aggressive lobbying on the part of utilities could accelerate
this effort, but we understand that PG&E (PCG) does not have a stellar reputation in the legislature and is
therefore limited in the effectiveness of its lobbying.
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C�O�M�P�A�N�I�E�S� M�E�N�T�I�O�N�E�D� I�N� T�H�I�S� R�E�P�O�R�T

PG&E�Corp�(PCG)

R�I�S�K�S

The�legislative�and�regulatory�agendas�are�subject�to�change�at�the�discretion�of�leadership.�Unprecedented�economic�conditions�could�instigate�unanticipated�and/or�sweeping�shifts�in�policy.�Predicting
the�future�is�a�hazardous�endeavor�and�economic�/�market�forecasting�is�an�imprecise�science.�Actual�outcomes�may�differ�substantially�from�our�forecasts.�The�predictions�and�opinions�expressed�herein
are�subject�to�change�at�any�time.

A�N�A�L�Y�S�T�� �C�E�R�T�I�F�I�C�A�T�I�O�N

We,�Clayton�Allen�and�Katie�Bays,�certify�with�respect�to�each�security�or�issuer�covered�in�this�research�report�that�(i)�the�views�expressed�in�this�research�report�accurately�reflect�our�personal�views�about
those�subject�securities�or�issuers�and�(ii)�no�part�of�our�compensation�was,�is,�or�will�be,�directly�or�indirectly,�related�to�the�specific�recommendations�or�views�expressed�by�us�in�this�research�report.

D�I�S�C�L�A�I�M�E�R

This�report�is�intended�for�the�private�use�of�Height�Analytics’�and�Height�Securities’�clients�and�prospective�clients.�Reproduction�or�editing�by�any�means,�in�whole�or�in�part,�or�any�other�unauthorized
use,�disclosure�or�redistribution�of�the�contents�without�the�express�written�permission�of�Height�Analytics�is�strictly�prohibited.�The�information�contained�in�this�report�has�been�obtained�from�sources
which�Height�Analytics�believes�to�be�reliable;�however,�Height�Analytics�does�not�guarantee�the�accuracy,�completeness�or�timeliness�of�any�information�or�analysis�contained�in�the�report.�Opinions�in
this�report�constitute�the�personal�judgment�of�the�analysts�and�are�subject�to�change�without�notice.�The�information�in�the�report�is�not�an�offer�to�purchase�or�sell�any�security.�The�information�herein
is�not�intended�to�a�complete�analysis�of�all�material�facts�representing�any�company�discussed�herein�nor�by�itself�is�this�report�sufficient�upon�which�to�base�an�investment�decision.�This�report�may�be
distrbuted�by�Height�Securities,�LLC,�member�FINRA/SIPC.�Height�Analytics�and�Height�Securities�are�affiliates.

Users�assume�the�entire�cost�and�risk�of�any�investment�decisions�they�choose�to�make.�Height�Analytics�shall�not�be�liable�for�any�loss�or�damages�resulting�from�the�use�of�the�information�contained
in�the�report,�or�for�errors�of�transmission�of�information,�or�for�any�third�party�claims�of�any�nature.�Nothing�herein�shall�constitute�a�waiver�or�limitation�of�any�person’s�rights�under�relevant�federal�or
state�securities�laws.
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