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PG&E – Components of an Agreement, Part 1 

By John Benson 

April 2020 

1. Introduction 
As I’m starting to write this (March 26) I am gathering information for the penultimate 
PG&E reorganization paper. Five days ago I posted a link to a Bloomberg article on the 
agreement between Governor Newsom and PG&E, along with a promise to provide the 
details later. For the last few days, I’ve been collecting those “details”, and determined 
that this will be a significant challenge. First, there are lots of parties and individual 
pieces to this agreement, and second because a few of these (like PG&E amended 
reorganization plan) use highly technical legal jargon. 

The bad news is that, in spite of valiant attempts to shorten this paper, this will go well 
over my usual 3,000 word limit, thus, I have broken it into two posts. This (first) post 
addresses the elements of the bankruptcy settlement, and supporting agreement (like 
the financing of this settlement and the agreement with the State of California), the 
current amended reorganization plan, and the evolution of the microgrids that PG&E will 
use to mitigate future Public Safety Power Shutoffs (PSPS).  

The second post will address the CPUC’s Proposals for PG&E’s reorganization, which is 
over 3,000 words long by itself. Even though the second post is longer than I prefer, it 
contains many details about what PG&E will probably look like going forward. 

Note the “penultimate” in the first sentence. I believe this paper will define a large 
majority of the elements of the final settlement correctly, but when the smoke settles 
from the final settlement (say in July) I will probably revise this paper and republish it. 

2. Main Bankruptcy Settlement 
Lest we forget, the primary claimants are the wildfire victims.  

2.1. Plea Agreement 
PG&E announced it has resolved all state charges related to the 2018 Camp Fire 
through a plea agreement with the Butte County District Attorney. Under that agreement, 
PG&E will plead guilty to 84 counts of involuntary manslaughter and one count of 
unlawfully starting a fire stemming from the 2018 Camp Fire. The company will pay the 
maximum ($4 million) in fines including the expenses related to the District Attorney's 
investigation. In addition, PG&E will fund efforts to restore access to water for the next 
five years for residents impacted by the loss of the Miocene Canal, which was destroyed 
by the fire. This agreement will need to be approved by the Butte County Superior Court 
and the Bankruptcy Court.1 

                                                 
1 PG&E Press Release, “PG&E Reaches Plea Agreement on State Charges Related to 2018 Camp Fire; 

Reaffirms Commitment to Get Victims Paid Fairly and Quickly and Continue Butte County Rebuilding 

Effort”, March 23, 2020, 

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200323_pge_reaches_plea_agree

ment_on_state_charges_related_to_2018_camp_fire_reaffirms_commitment_to_get_victims_paid_fairly_a

nd_quickly_and_continue_butte_county_rebuilding_effort  

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200323_pge_reaches_plea_agreement_on_state_charges_related_to_2018_camp_fire_reaffirms_commitment_to_get_victims_paid_fairly_and_quickly_and_continue_butte_county_rebuilding_effort
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200323_pge_reaches_plea_agreement_on_state_charges_related_to_2018_camp_fire_reaffirms_commitment_to_get_victims_paid_fairly_and_quickly_and_continue_butte_county_rebuilding_effort
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200323_pge_reaches_plea_agreement_on_state_charges_related_to_2018_camp_fire_reaffirms_commitment_to_get_victims_paid_fairly_and_quickly_and_continue_butte_county_rebuilding_effort
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2.2. Financing Package 
The following is an excerpt from the article linked below. 

https://www.marketwatch.com/story/pge-wins-court-approval-of-23-billion-bankruptcy-
financing-package-2020-03-16 

Pacific Gas & Electric on Monday won court approval to raise $23 billion to help pay its 
bills over destructive California wildfires after Gov. Gavin Newsom dropped his 
opposition to a financing package designed to help the nation’s largest utility get out of 
bankruptcy. 

But the recent volatility in the financial markets caused by the coronavirus pandemic 
apparently softened Newsom’s stance after PG&E lined up commitments from investors 
promising to buy up to $12 billion in company stock. 

Given the potential for upheaval in the financial markets to persist, PG&E lawyer Paul 
Zumbro told U.S. Bankruptcy Judge Dennis Montali that the commitments are “critically 
important.” A representative for Newsom said the governor agreed. 

Besides issuing more stock to raise money, PG&E and its parent company will take on 
as much as $11 billion in additional debt while refinancing billions in existing loans. 

PG&E primarily needs the cash to pay off $25.5 billion in claims as part of settlements 
reached with wildfire victims, insurers and government agencies. That’s a fraction of the 
more than $50 billion in losses that wildfire victims and insurers had estimated PG&E 
owed them in the early stages of the bankruptcy case. 

2.3. Prior Moves by PG&E 
Over the last few months PG&E has completed the following actions and made the 
following commitments in order to negotiate a way forward with the State of California 
and Governor Newsom. These include.2 

 Committing to select a substantial number of new members of the Boards of 
Directors of PG&E Corporation and Pacific Gas and Electric Company upon 
emergence from Chapter 11  

 Pursuing a plan to regionalize the company's operations and its infrastructure to 
enhance the company's focus on local communities and customers 

 Appointing an independent safety advisor after the term of the court-appointed 
Federal Monitor expires; and taking other safety and oversight actions. 

 The Bankruptcy Court approved commitment letters with respect to PG&E's exit 
financing. This followed PG&E's resolution of outstanding wildfire claims with 
federal and state agencies in a manner that minimizes the impact on the 

                                                 
2 PG&E News Release: “PG&E Announces New Commitments that Resolve Governor's Concerns About 

Plan of Reorganization; Continues to Make Progress Toward Timely Chapter 11 Exit”, March 20, 2020, 

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_co

mmitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress

_toward_timely_chapter_11_exit  

https://www.marketwatch.com/story/pge-wins-court-approval-of-23-billion-bankruptcy-financing-package-2020-03-16
https://www.marketwatch.com/story/pge-wins-court-approval-of-23-billion-bankruptcy-financing-package-2020-03-16
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress_toward_timely_chapter_11_exit
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress_toward_timely_chapter_11_exit
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress_toward_timely_chapter_11_exit
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payment of wildfire victims' claims. PG&E's Plan has the support of wildfire 
victims' groups, the company's labor unions, and other key stakeholders. 

The following settlements have been negotiated with the claimants: 

 A $1 billion settlement with cities, counties, and other public entities; 

 An approximately $13.5 billion settlement resolving claims by individual victims 
and others relating to the 2015 Butte Fire, 2017 Northern California Wildfires 
(including the 2017 Tubbs Fire), and the 2018 Camp Fire; and 

 An $11 billion agreement with insurance companies and other entities that paid 
claims by individuals and businesses related to the wildfires. 

Since the 2018 Camp Fire, PG&E has taken additional safety actions and implemented 
a risk-based approach to reduce wildfire hazards including enhanced inspections of the 
company's electric system, additional vegetation management, and new operational 
protocols with short-, medium- and long-term plans to make its system safer. PG&E's 
goal is to help keep customers and communities safe across its service territory. Details 
regarding these improvements can be found through the link below. 

https://www.pge.com/en_US/safety/emergency-preparedness/natural-
disaster/wildfires/key-safety-improvements.page  

2.4. Recent Commitments by PG&E 
The following commitments are from reference 2 above. 

 Supporting the CPUC's enactment of measures to strengthen PG&E's 
governance and operations, including enhanced regulatory oversight and 
enforcement that provides course-correction tools as well as stronger 
enforcement if it becomes necessary; 

 Agreeing to host an observer to provide the State with insight into the company's 
progress on safety goals before the company exits Chapter 11; 

 Agreeing that, in the unlikely event the Plan is not confirmed, or PG&E does not 
exit Chapter 11 in a timely manner, an orderly process for a sale of the business 
to the State or another party will be commenced; 

 A commitment not to reinstate a dividend for approximately 3 years, which is 
estimated to contribute an additional $4 billion of equity to pay down debt and 
invest in the business; 

 Pursuing a rate-neutral $7.5 billion securitization transaction after PG&E 
emerges from Chapter 11, to reduce the cost of financing for customers and to 
accelerate payments to wildfire victims; and 

 Committing not to seek recovery in customer rates of any portion of the 
approximately $25.5 billion that will be paid to victims of the 2017-2018 wildfires 
under the company's plan when PG&E emerges from Chapter 11 (except 
through the rate-neutral securitization transaction). 

3. PG&E Amended Reorganization Plan 
I spent more time plowing through this document than I should have. It contains very 
little real information that readers might be interested in, and is almost entirely defining 

https://www.pge.com/en_US/safety/emergency-preparedness/natural-disaster/wildfires/key-safety-improvements.page
https://www.pge.com/en_US/safety/emergency-preparedness/natural-disaster/wildfires/key-safety-improvements.page
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specific legal requirements for the debtors (PG&E et al), creditors (fire victims, et al) , 
and their agents and other entities. If you would like to read this anyway, go through the 
link below, go about a third down the page, to a short section titled: “Existing 
Commitments in PG&E's Plan of Reorganization”. Near the end of this section is a 
highlighted link: “updated plan”. Click on this and your computer should allow you to 
bring this plan up. 

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_
announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorg
anization_continues_to_make_progress_toward_timely_chapter_11_exit  

4. Voting on Reorganization Plan 
The text below is from the source referenced here.3 

PG&E Corporation and Pacific Gas and Electric Company (together, “PG&E”) have sent 
voting materials to approximately 250,000 parties entitled to vote on PG&E’s Chapter 11 
Plan of Reorganization (the “Plan”). Eligible voting parties include fire claimants, certain 
holders of prepetition funded debt and other creditors, and shareholders.  

All ballots must be received by May 15, 2020, at 4 p.m. Pacific Time (PT) to be counted.  

Voting parties may direct questions to their own legal counsel or PG&E’s court-
appointed claims agent, Prime Clerk, at (888) 909-0100.  

Voting Package and Procedures 

The voting materials generally include the following:  

 The Bankruptcy Court’s order approving PG&E’s Disclosure Statement and 
voting materials and procedures;  

 A legal notice advising parties of the May 27, 2020, date of the commencement 
of the Plan confirmation hearing before the Bankruptcy Court, which is when the 
Court will consider whether PG&E’s Plan meets the requirements for 
confirmation under the Bankruptcy Code;  

 PG&E’s court-approved Disclosure Statement (including a supplement regarding 
recent events in the Chapter 11 cases), with respect to PG&E’s Plan, with the full 
Plan attached; and  

 A ballot to vote to accept or reject PG&E’s Plan and a return envelope with 
prepaid postage. For certain fire victims, voting materials may not include a ballot 
if those claimants are to be included on a master ballot to be submitted by their 
attorneys. 

A link to the disclosure statement (and a repeat of the above text) can be found at the 
link below (original PG&E Press Release). Note that this is mostly legalese and 
comments in the prior section also apply to this. 

                                                 
3 Business Wire, “PG&E Provides Ballots and Information to Eligible Parties for Voting on Its Chapter 11 

Plan of Reorganization, April 10, 2020, https://www.businesswire.com/news/home/20200410005040/en/PGE-

Ballots-Information-Eligible-Parties-Voting-Chapter  

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress_toward_timely_chapter_11_exit
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress_toward_timely_chapter_11_exit
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200320_pge_announces_new_commitments_that_resolve_governors_concerns_about_plan_of_reorganization_continues_to_make_progress_toward_timely_chapter_11_exit
https://www.businesswire.com/news/home/20200410005040/en/PGE-Ballots-Information-Eligible-Parties-Voting-Chapter
https://www.businesswire.com/news/home/20200410005040/en/PGE-Ballots-Information-Eligible-Parties-Voting-Chapter


 

5  

 

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200410_pge_
provides_ballots_and_information_to_eligible_parties_for_voting_on_its_chapter_11_pla
n_of_reorganization  

5. PG&E Microgrids 
Early this year PG&E filed plans in response to the referenced proceeding.4 When PG&E 
initially announced their plans to have these 20 microgrids many microgrid professionals 
(including your author) were suspicious. These included some major microgrids, these 
typically require two to five years to implement, and that is without PG&E’s and 
California’s normal red tape, the bankruptcy, etc. And yet PG&E wanted them done by 
the upcoming wildfire season (say October). 

Now the above reference is probably closer to the real story. Below is a summary of the 
current plan per the above reference: 

“Track 1” will have mitigation measures in place by this year’s wildfire season. These 
include: 

1. To enable permanent Distributed Generation-Enabled Microgrid Services 
(DGEMS), a Make-Ready Program to invest in the infrastructure needed to allow 
high-priority substations and associated downstream infrastructure to operate as 
microgrids through the use of distributed generation (“DG”). PG&E received 
offers in response to its All-Source Request for Offers for permanent generation 
to serve its DGEMS Program on January 17, 2020 and is in the process of 
reviewing the offers received. As more fully discussed in Chapter 1 of the 
prepared testimony, PG&E intends to seek Commission review and approval of 
the contracts and costs associated with permanent generation for the DGEMS 
Proposal as part of the procurement track of the Integrated Resource Planning 
(IRP) proceeding. 

2. A Temporary Generation Program to provide mobile, temporarily-sited DG at 
substations, mid-feeder line segments serving commercial corridors and critical 
facilities, and single-customer critical facilities during PSPS events; and 

3. A Community Microgrid Enablement Program (“CMEP”) to provide incremental 
technical and financial support on a prioritized basis for community requested 
microgrids for PSPS mitigation purposes. 

The wording on the above isn’t real clear as to what PG&E hoped to accomplish this 
year so read on (highlight is mine). 

The DGEMS Proposal seeks to create permanent microgrid capabilities at substations 
that have historically been safe-to-energize but that were impacted by PSPS events in 
2019 because the transmission lines feeding each of the substations were not safe to 
energize due to wildfire risk. The Make-Ready Program involves upgrading up to 20 of 
the top candidate substations to provide DGEMS. The Make-Ready Program represents 

                                                 
4 CPUC, Order Instituting Rulemaking Regarding Microgrids Pursuant to Senate Bill 1339 and Resiliency 

Strategies, Rulemaking 19-09-009, Track 1 Proposal Of Pacific Gas And Electric Company (U 39 E) 

Addressing Immediate Resiliency Strategies For Outages, Jan 21, 2020 

http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M324/K944/324944715.PDF  

https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200410_pge_provides_ballots_and_information_to_eligible_parties_for_voting_on_its_chapter_11_plan_of_reorganization
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200410_pge_provides_ballots_and_information_to_eligible_parties_for_voting_on_its_chapter_11_plan_of_reorganization
https://www.pge.com/en/about/newsroom/newsdetails/index.page?title=20200410_pge_provides_ballots_and_information_to_eligible_parties_for_voting_on_its_chapter_11_plan_of_reorganization
http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M324/K944/324944715.PDF
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the first tranche of a multi-year program that would include providing DGEMS at up to an 
additional 28 substations. 

The Temporary Generation Program that is part of this Proposal is also designed to 
support, on a temporary basis, the DGEMS Proposal, in addition to providing temporary 
generation to support other temporary microgrids that can mitigate PSPS events. 

The footnote below added some clarity: 

PG&E is only seeking approval as part of this Track 1 Proposal for the first tranche of 
Make-Ready work for DGEMS at substations. If the DGEMS Program is successful, 
PG&E will separately seek approvals for additional DGEMS work in the future. 

I believe the Make-Ready Work is primarily modification of substations and other major 
grid elements to prepare them for (a) Temporary Generation (read: fossil-fueled portable 
generators) and (b) eventual addition of microgrids. 

PG&E understands that it must strive to be more sensitive to individual communities, 
especially those on remote areas and/or wildfire-prone areas. Read the text below in this 
context. 

PG&E is striving to collaborate with local communities as part of its broader efforts to 
develop permanent and temporary microgrid solutions, and it also recognizes the need 
and potential for solutions that originate within the local communities themselves. The 
purpose of the CMEP proposed in Chapter 5 of the prepared testimony is to empower 
local stakeholders to initiate critical facility community microgrid solutions. The CMEP 
provides a framework in which communities bring their innovative ideas and local 
expertise to the table and PG&E provides utility technical and, as appropriate, financial 
support for projects that are designed to mitigate PSPS impacts, focusing on the most 
critical and vulnerable customer groups. The CMEP will include: 

 Providing participating local governments with enhanced utility technical support 
for microgrid projects that serve critical facilities; 

 Providing enhanced customer-facing microgrid implementation information and 
project tools; 

 Providing a financial incentive to participating local governments, in the form of a 
one-time matching funds payment, to offset some portion of the utility 
infrastructure upgrade costs associated with implementing the islanding function 
of a critical facility community microgrid; and 

 Establishing the incremental tariffs necessary to govern the operational and 
financial aspects of community-requested microgrids. 

PG&E’s overall PSPS impact mitigation goals are to: reduce the number of customers 
affected by PSPS events in 2020 by nearly one-third, relative to the October 26, 2019 
PSPS event; cut restoration time for those customers who remain impacted in half; and 
provide key support to promote societal continuity. The Proposal is a key part of 
achieving these overall PSPS mitigation goals. 

Attachment 1 to the above reference contains much more information regarding specific 
implantation details, however many of these are still vague. This is reasonable, since 
this plan will have many potential stake-holders, including: 
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 Communities 

 Individual large facility owners 

 Regulatory agencies (including the CPUC) 

 Vendors (including major component and system manufacturers) 

 Consultants 

All things considered, I believe this plan for the microgrids is a reasonable first cut.  


