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1. Introduction 
As I’m starting to write this paper (Feb 2), proposals and counter-proposals have been 
flying back and forth between PG&E and Governor Newsom. Late on Friday PG&E filed: 
Debtors’ and Shareholder, Proponents’ Joint Chapter 11 Plan of Reorganization Dated 
January 31, 2020 in the United States Bankruptcy Court, Northern District of California. I 
skimmed through this (all legalese), but have read several articles take on it. It appears 
that PG&E and the Governor are getting much closer to a resolution that will allow the 
former to emerge from bankruptcy.  

PG&E has made an additional proposal back to the Governor that will reduce its lending 
costs (for funds to cover its liabilities resulting from the wildfires) and thus allow it to 
avoid increasing customer rates. 

These will be covered in the sections below. Note that I’m not referencing any past 
articles on this subject to keep this post focused, and because the latest news renders 
these superfluous.  

The last section contains some news from today that may result in a 180-degree change 
in the above described convergance. 

2. Latest Context 
By the time of the 1/31 reorganization plan, the following had been resolved: 

On Dec 19, U.S. Bankruptcy Judge Dennis Montali approved two Pacific Gas and 
Electric settlements totaling $24.5 billion to help pay the losses suffered by homeowners, 
businesses and insurers in the aftermath of the Northern California wildfires.1 

California regulators announced a proposed $1.7 billion settlement that will punish the 
utility for starting the fires in 2017 and 2018. The agreement with the California Public 
Utilities Commission still needs Montali’s approval.  

3. Latest Reorganization Plan 
The following reference2 seemed to capture most of the key points: 

“Key updated safety, governance, and operational elements of the Plan include:  

 Refreshing the Boards of Directors of PG&E Corporation and Pacific Gas and 
Electric Company so that the Boards will have the necessary expertise and skills 
to oversee the company post-emergence;  

                                                 
1 Michael Liedtke, Associated Press, via Yahoo News, “Judge OKs nearly $25 billion for PG&E fire victims, insurers”, 

Dec 17, 2019, https://news.yahoo.com/pg-e-california-wildfire-victims-214450954.html  
2 Business Wire, “PG&E Submits Chapter 11 Plan of Reorganization Testimony to State Regulators and Updated Plan 

of Reorganization …”, 2/1/2020, https://www.businesswire.com/news/home/20200131005631/en/PGE-Submits-

Chapter-11-Plan-Reorganization-Testimony  

https://news.yahoo.com/pg-e-california-wildfire-victims-214450954.html
https://www.businesswire.com/news/home/20200131005631/en/PGE-Submits-Chapter-11-Plan-Reorganization-Testimony
https://www.businesswire.com/news/home/20200131005631/en/PGE-Submits-Chapter-11-Plan-Reorganization-Testimony
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• Implementing a plan to regionalize the company’s operations and its 
infrastructure to enhance the company’s focus on local communities and 
customers;  

• Further strengthening PG&E’s corporate governance by appointing an 
independent safety advisor after the term of the court-appointed Federal Monitor 
expires;  

• Establishing a newly expanded role of Chief Risk Officer who will report directly 
to the PG&E Corporation CEO and have oversight of risks associated with 
PG&E’s operations;  

• Establishing a newly expanded role of Chief Safety Officer who will report directly 
to the PG&E Corporation CEO and have oversight of PG&E’s strategy to further 
improve public and workforce safety;  

• Forming an Independent Safety Oversight Committee (ISOC) with non-PG&E 
employees to provide independent review of the company’s operations, including 
safety and regulatory compliance, safety leadership, and operational 
performance;  

• Committing to enhanced safety metrics and stricter regulatory oversight with 
escalating enforcement mechanisms;  

• Reforming executive compensation to further tie it to safety performance; and  

• Assuming all pension obligations, other employee obligations, and collective 
bargaining agreements with labor unions, and all power purchase agreements 
and community choice aggregation servicing agreements.  

“Key updated financial elements of the Plan include:  

• Paying value in excess of $25 billion to wildfire victims through the settlements 
reached with individual victims, subrogation claimants, and public entities; and  

• Emerging with a financing structure that protects customer rates and positions 
the company for long term success. This includes saving PG&E’s customers 
nearly $1 billion through the previously announced settlement with noteholders 
and contributing shareholder credits of approximately $8 billion so that the plan is 
neutral on average to customers.” 

4. PG&E Proposal to Fund Liabilities 
Governor Newsom has objected to PG&E’s current restructuring proposal, saying it 
depends too heavily on debt and short-term bridge financing that would leave the 
company without adequate resources to fund safety upgrades.3 

By issuing customer-backed bonds, PG&E contends it can improve its credit rating while 
expanding access to capital. The company would secure the funds through a charge on 
customer bills. However that charge would be offset by customer credits, and financing 

                                                 
3 Mark Chediak, MSN Money, “PG&E Pushes Newsom For Plan to Fund Bankruptcy With Bonds”, Feb 2, 

2020, https://www.msn.com/en-us/finance/companies/pg-26e-pushes-newsom-to-back-plan-to-fund-

bankruptcy-with-bonds/ar-BBZxaZ5  

https://www.msn.com/en-us/finance/companies/pg-26e-pushes-newsom-to-back-plan-to-fund-bankruptcy-with-bonds/ar-BBZxaZ5
https://www.msn.com/en-us/finance/companies/pg-26e-pushes-newsom-to-back-plan-to-fund-bankruptcy-with-bonds/ar-BBZxaZ5
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costs of the debt would fall to shareholders. It’s not clear how much PG&E would aim to 
raise via bonds. The company has already lined up $12 billion in equity commitments for 
its $46 billion restructuring. 

5. Final Chaos – Legislature Starts Takeover Bill 
As I’m getting ready to post this (Feb 3), A California State Senator has decided to 
interject a bit more Turmoil: 

“State Sen. Scott Wiener, D-San Francisco, announced Monday he plans to propose a 
law to have the state take over PG&E and run it as a publicly owned utility.4 

“ ‘PG&E is a failed utility with a track record of prioritizing profits over safety,’ Wiener 
charged at a news conference on the steps of the State Building in San Francisco. 

“Wiener said he believes the state would do a better job than the currently shareholder-
owned utility at preventing wildfires and blackouts. 

“ ‘Wall Street will be taken out’ of the equation, he said. 

“Under the proposed law, the State Power Authority would buy all of PG&E's shares and 
transfer ownership to a publicly owned utility, the Northern California Energy Utility 
District. 

“PG&E spokesman James Noonan responded, ‘We oppose Senator Wiener's proposed 
framework, and PG&E's facilities are not for sale.’ 

“ ‘Additionally, changing the structure of the company would not create a safer or cleaner 
operation," Noonan said.’ “ 

                                                 
4 Patch Media, San Francisco, “State Would Take Over PG&E Under New Senate Bill”, Feb 3, 2020, 

https://patch.com/california/san-francisco/state-would-take-over-pg-e-under-new-senate-bill  

https://patch.com/california/san-francisco/state-would-take-over-pg-e-under-new-senate-bill

