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 This session will be recorded.

 All participants will remain muted
during the presentation.

* Please share your questions using
the Q&A tab or by emailing us at
wildfire@pnnl.gov.

* Presenters will answer in the Q&A

. Learn More About How To Use
system or reserve questions for " Microsoft Teams Q8&A

discussion at the end of the webinar.
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PART ONE: FRAME

THE PROBLEM

PART TWO: EXPLORE
SOLUTIONS

This is the first in a three-part series

PART THREE: INDUSTRY
THOUGHT LEADERS

Thursday, June 4
11:00 am-12:00 pm PT

PNNL will provide an overview
of direct and indirect utility costs
from wildfire, their scale, and
how the costs are showing up

in utility rates.

The recording

Wildfire Risk and

Thursday, June 11
11:00 am-12:00 pm PT

PNNL will present an analysis of
potential cost reduction strate-
gies and provide an overview of
the complexity of charting a path
to affordability.

=[E] po i

748 Register for
¥ Part Two

from Part One,

Changing Utility

and the associated

Business Models |

_—

analysis will be

PNNL
available at: -

@:

Thursday, June 18
11:00 am-12:30 pm PT

PNNL will convene industry
thought leaders in a discussion
of the impacts of wildfire on
utility business models and
opportunities to increase energy
affordability while mitigating risk.

Of +:[@ Register for

Part Three

—


https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
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Agenda for today

Part One of this three-part webinar covers:

1.

Utility wildfire mitigation as a new and growing cost for
electric utilities and customers

Direct costs of utility wildfire mitigation, and how they vary by
types of expenses, program area, risk reduction, and utility

type

Indirect costs of utility wildfire mitigation, such as insurance,
cost of capital, and other bedrock costs of electric service

Drivers of indirect costs, such as risk of ignition of a wildfire
and resulting liability

How the direct and indirect costs of wildfire translate into
utility rates

PNNL-SA-223453

Jess B. Kincaid
Principal Research
Analyst

A
Dan Boff
Senior Economist

Devyn Powell
Energy Policy
Analyst

Rebecca O’Neil
Research Principal



<2 Wildfire poses reliability risks for electric utilities

Pacific
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2025 CONUS Wildfire Incidents by Size (Acres) - INFORM

Fires 97,722
Acres 4,272,252
Ignitions within 10 miles 93,923
of transmission (95.77%)
Proportion of total acres 710%
burned within 10 miles of

transmission lines

Legend
Tx Lines
<230 kV

- 230-764 kV

2026 (January-May)

FireS 1 8,038 o \Tv?lz?‘?r:\s/(acres)
Acres 2,591,684 b i
@ 10,001-50,000

Ignitions within 10 miles 17,304 i 300001 06
of transmission (95.9%)

. Source: NIFC InFORM,; data filters and map by PNNL; prescribed burns excluded.

)

Proportlop Of total a_tcres 59% Note: Certain states (e.g., IL, NC) are underrepresented in 2025 InFORM data.
burned within 10 mi of Tx
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Northwest  Why wildfire is different than other hazards

* Ignition 2019 o
* Asymmetrical risk \

» Geographic shifts

» State leadership \ \ ‘ \ 3

» Costs

Cumulative Wildfire Mitigation Plans by state, by year.
PNNL Utility Wildfire Mitigation Plan Database

Trend in utility wildfire mitigation plans is west to east.



https://wildfire.pnnl.gov/mitigationPlans/pages/landing

<2 Direct and indirect wildfire costs are increasing
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 Direct investments and costs for wildfire mitigation

are typically represented in a utility’s Wildfire
Mitigation Plan (WMP).

Social and
economic
costs

« Wildfire risk leads to increased direct costs, but
also indirect costs for electric utilities and
ratepayers, as well as taxpayer and
social/economic costs.

Taxpayer
costs

Indirect costs

Direct costs

* By PNNL analysis, among utilities with explicit
wildfire mitigation charges, impacts vary by
customer class, at ~0.11¢-0.60¢/kWh, with an
average near 0.30¢/kWh.

For detailed information see: PNNL, Cost Recovery Mechanisms for Utility Wildfire Mitigation, 2026.

PNNL-SA-223453


https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
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 Wildfire Mitigation Plans are intended to be the

Wildfire Mitigation Plan primary document that describes utility risk
Requirements by State and planned investment in risk mitigation,
including:
= Capital improvements like undergrounding and pole
il S and conductor upgrades
(AZ, CA, HI, ID, = Operational improvements like vegetation
MT, NV, OR, TX, . .
UT, WA, WY) management and situational awareness
B Optional for . -
ot s  WMPs are submitted to regulators (state utility
B Opiionalfor commissions or other governing body, e.g.
foied public utility boards).
'(i%s,'%f)n) = Regulators (or other designated reviewers) review

and acknowledge documents through a public
proceeding that allows for public input.

* Approval provides a pathway for rate recovery.
= States use varying rate recovery mechanisms.

PNNL-SA-223453
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 WMPs are being prepared by all utility

OwnerShip typeS, including merchant Cumulative Number of WMPs by Year

mgugm s COo-0OP
facilities. 5001
. . . B Municipalit
» Regular documentation of wildfire m— other

Y
2
o

PUD

mitigation through WMPs may become

Count of WMPs catalogued in the PNNL database
a more widespread norm due
to business pressures.

* Implementation of an approved WMP
can also support utility credit ratings 2007
(S&P Global 2024, Fitch 2023). I
Access the PNNL Utility Wildfire ¥ o-JJ I

% 2019 2020 2021 ZDE?_ 2023 2024 2025 2026
Mitigation Plan Database: - ,.i ”
wildfire.pnnl.gov/mitigationPlans @”ﬁ.ﬁ

PNNL-SA-223453
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Cumulative Number of WMPs



https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/type/HTML/id/3130224
https://www.fitchratings.com/research/corporate-finance/fitch-upgrades-pg-e-corp-pacific-gas-electric-idrs-to-bb-outlook-stable-20-03-2023
https://wildfire.pnnl.gov/mitigationPlans/pages/landing
https://wildfire.pnnl.gov/mitigationPlans/pages/landing
https://wildfire.pnnl.gov/mitigationPlans/pages/landing
https://wildfire.pnnl.gov/mitigationPlans/pages/landing
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Most wildfire mitigation costs are capital
spending. For example: Xcel Energy’s 2025-
2027 Colorado WMP includes $1.6 billion in
capital expenditures and $250 million in
operations and maintenance.

1600 -

14001 System Hardening

B Operational Response

1200+ BN Monitoring
E Bl PSPS
r 1000 B Vegetation Management
o
£ 800+
i)
o
o 600
n
400 1

200 _ -
0 - . . :
Cumulative Capital Cumulative Operational

Total spending for 2025-2027: $1.9 billion. Data from Xcel Energy 2024b

Example spending categories:

Grid Design and System Hardening: Pole
replacement and reinforcements, installation of
automation equipment and covered conductor
installations.

Vegetation Management: Inspection schedules,
application of herbicides, pruning, tree removal
procedures, and more advanced methods.

Wildfire Condition Monitoring: Situational
awareness (aerial surveillance data) and
forecasting modeling to predict wildfire conditions.

Operational Response: Tracking wildfires,
Immediate reactive de-energizing, new
technologies.

Public Safety Power Shutoff (PSPS) and
related enhancements: Selective de-energization
of power lines to avoid igniting wildfire.

For more: PNNL Utility Wildfire Mitigation Plan Database
(Analysis view)

PNNL-SA-223453


https://drive.google.com/file/d/13x-aVSGNJbDH88FZa0uGi1ysuil3guOo/view
https://wildfire.pnnl.gov/mitigationPlans/pages/analysis

<2 Analysis of Western utilities shows total wildfire
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Total Wildfire Mitigation Expenditures: California IOUs

M R » Average annual wildfire mitigation spending
5 o o per surveyed utility is about $1.87 billion.
5 ¢ —2000§ . . . . .
2a000{ * : = This average is driven upward primarily by three
: * California utilities.
= 2000 A PN E
% oo . . = Excluding California, average annual spending
L. . o ¢ 50 8 per reviewed utility is approximately $85 million.
- - Wildfire mitigation spending in other states is
& PG&E $/Customer ¢ SCE $/Customer & SDG&E $/Customer 4 PacifiCorp $/Customer @ BVES $/Customer |Ower than California — but increaSing rapidly-
Total Wildfire Mitigation Expenditures: IO0Us Outside California » |OUs outside California saw greater year-over-
A . o® 3 year spending growth during 2020-2023.
0] ‘ 150 2 = Berkshire Hathaway Energy (operates PacifiCorp
£ 15 ] o . [*% and other utilities in multiple states) estimates
& 1001 ¢ o o [F wildfire mitigation capital spending will increase
Er o % from $188 million in 2022 to $797 million in 2027,
g ] . a ~33% compound annual growth rate.
25 - L 2 Los :“:J
° ;‘20 !21 !22 202; 2024 "
RMP (UT) Total I Avista (WA) Total N NorthWestern (MT) Total I PGE (OR) Total For a detailed cost breakout see: PNNL, Cost Recovery

Mechanisms for Utility Wildfire Mitigation, 2026.

¢ RMP (UT) $/Customer ¢ Avista (WA) $/Customer & NorthWestern (MT) $/Customer ¢ PGE (OR) $/Customer



https://prdbhegtscom-cactbhecoracloud.cec.ocp.oraclecloud.com/content/published/api/v1.1/assets/CONTDE0C67FA8CFB40109FCA5B8F68975961/native/PAC+12.31.24+Form+10-K_FINAL.pdf?channelToken=43656b04884643bc9fe334ad550d375f&download=false
https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
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Of the 10 utilities in 7 states that were surveyed: Proposed vs. Actual Wildfire Mitigation Costs

* The proposed direct costs of wildfire mitigation
spending by a single utility ranged from $38 million
(for a small utility) to $6.5 billion (for a very large
utility) in a single year.

$6,560.00

Proposed costs $185.30

« The majority of these direct costs are capital
expenditures, which are included in the rate base.

$5,210.00

= Capital spending was 55-86% of total wildfire
mitigation spending for the four surveyed utilities Actual costs
that reported this split.

$197.10

« As more wildfire mitigation plans with forecasted
and recorded costs are available, PNNL will
expand the survey with more data.

$1.00 $10.00 $100.00 $1,000.00 $10,000.00
Costs in millions of dollars. Scale is logarithmic.
m PG&E (High) ®=RMP (Medium) m=BVES (low)
« Comprehensive future analysis should include
public utilities.

For a detailed cost breakout see: PNNL, Cost Recovery
Mechanisms for Utility Wildfire Mitigation, 2026.

PNNL-SA-223453


https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
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<7 Utility insurance rates are increasing due to

Pacific . ’
Northwest  wildfire
* Western utilities have reported dramatic

Reported Increases In Insurance Premiums increases in |Iab|||ty insurance premiums
3500 along with lower coverage limits and reduced
2 $600 availability.
> $500
5 3300 = Some utilities have reported liability premiums
=30 I increasing nearly 20-fold over a handful of years.
’ & ® » 5 © @ & & = QOthers report an inability to obtain insurance at all.
< @ ‘Z)C‘}$ Q} & .;‘\\OO 9 )
& 2 < & S 9 < :
o &S +0Q>° & « On a per customer basis, these translate to
eo«@“ R° as much as $128 per customer account

(over one to multiple years).

Reported Increases in Insurance Premiums per Customer

8190 « Even companies in states with more lenient
360 I liability standards report increases in cost.
5 I ] | | |
20 1 0 B * Policymakers and companies are exploring
& F e LSS B alternative insurance mechanisms to reduce
&7 & ¢ O ¢ costs.
) 0 4
é&@& NG

PNNL-SA-223453



<2 Wildfire risks can lead to utility credit rating
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S&P Changes to Parent Company Credit Ratings

(2020-2024)
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Source: EEI, Credit Ratings Summary (2020-2025)
Note: notch refers to a single level change in credit score

Credit rating actions can affect investor-owned utilities, municipal
utilities, and cooperatives. The industry average credit rating for
investor-owned utilities is BBB+, generally considered to be “investment
grade” and corresponding with consistent returns on investment and a
relatively low cost of capital (Edison Electric Institute 2024).

Wildfire-related losses and liabilities can materially affect a utility’s
ability to meet financial commitments and can therefore result in a
credit rating downgrade or negative outlook. From 2020 through 2023,
credit rating downgrades of North American regulated utilities outpaced
upgrades by more than 3-to-1, in part due to increasing physical risk like
wildfire (S&P Global 2024).

A credit rating downgrade due to wildfire risk can compound a utility’s
financial stress by increasing the cost of borrowing and reducing
access to capital (Kousky et al. 2019).

A rating action for a subsidiary can also affect the parent company and
other subsidiaries (S&P Global 2023).

Credit rating downgrades to utilities can occur relatively quickly
after a wildfire, even before determination of liability.

There are also examples of agencies raising utility credit rates by
addressing wildfire risk through WMPs, or by settling outstanding
wildfire cases.

PNNL-SA-223453


https://www.eei.org/-/media/Project/EEI/Documents/Issues-and-Policy/Finance-And-Tax/QFU_Credit/2024_Q4_Credit_Ratings_Summary.pdf?la=en&hash=A31C898335BFB6B9FECFF7FE47032FF014B16F72
https://www.spglobal.com/_assets/documents/ratings/research/101591877.pdf
https://esg.wharton.upenn.edu/wp-content/uploads/2023/07/Financing-Third-Party-Wildfire-Damages-Options-for-Californias-Electric-Utilities.pdf
https://esg.wharton.upenn.edu/wp-content/uploads/2023/07/Financing-Third-Party-Wildfire-Damages-Options-for-Californias-Electric-Utilities.pdf
https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceId/12769293
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Risk/Expected Return Frontier

c
5 Utility Stocks with Wildfire Risk?
E Other U.S. Large Cap Stocks
- [|Utility Bonds with Wildfire Risk? Utility Stocks
)
o General Corporate Bonds
o Utility Bonds
Q .
X Long Term Treasuries
- Short Term Treasuries/TIPS

Risk (Chance of Financial Loss)

Adapted from: Yiu, 2019

Will wildfire risk affect utility financial returns?

There are broad relationships between
the return of an asset and its underlying
risk.

Investors will demand a greater rate of
return as their risk of loss increases.

The electric utility sector has
historically been marked by low risk
and (lower) returns. This has allowed
utilities to finance infrastructure build out at
a relatively low rate.

Wildfire may be increasing risk and
therefore required returns for utilities,
making infrastructure build more costly and
potentially investors will need even higher
or faster returns.

PNNL-SA-223453



<7 Clear impact on project costs from variation in
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. _ » Cost of capital has a significant impact on the
Turnkey Transmission Project Costs cost of infrastructure build.

< 5000  This chart shows the total turnkey costs (including

= $400 . .  Exponse depreciation) of a 50-mile transmission project in the
2 $300 . Factor Midwest.

§ $200 Cost of = |f costs of capital were to inc_rease from utility sector
s Capital average blended cost of capital to US industry

gf‘ $100 m Depreciation average, turnkey project costs would increase by

% $43 million, a 15% increase.

S 50 [ ] ] ] = Capital Costs = |f utilities become riskier than the US average costs

-$100 would rise by $61 million, a 21% increase.
Power Sector US Average Higher Risk
Average Corporate  Utilities recover cost of capital through their
Blended Cost of Capital Scenario return on eCILIity, Wh'Ch |S recovered through
ratepayers.
m = Cost of capital is a floor for return on equity, actual
Power 5.01% impacts to affordability will vary based on the rate of
return approved by regulators.
US Average 6.96%
Higher Risk Corporate* 7 8% « Spread over entire rate bases, increases to required

ROR could result in annual bill increases of $50 -

*75t Percentile Cost of Capital for US Industry Sectors
Source: Damodaran 2026 $60'

PNNL-SA-223453


https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/wacc.html
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50 Utility Stock Returns (Indexed) * PNNL found statistically significant differences in risk
40 profiles between large electric utilities in the U.S. West
28 and the U.S. East.
10 = |nitial analysis shows utilities in the WECC carry 25% risk
0 premium to utilities in the East.
;8 » Risk premiums for utilities in general rose by ~20% in 2019,
I I I T T N N N N SR 2021, 2022, and 2023.
\S’b(x'\s\)\A 3 0’06:\ 50\\\ 3 \)’069/5\}\\\ f]/\)’bdﬂlsé\ﬁ " \>"b(§9/5\)\A " 0’0651/3\)\\\ Q/\)’bdﬂlsé\\\ 9/\)’2>df1/\)0\A " . . . . . . . .
& & & & & & & & * Preliminary analysis also finds a statistically significant
—S&P Utilities Index —CA Utilities relationship between increasing number of fires, and
Western Ultilities (ex-CA) —Eastern Utilities inveStor riSk perCeptiOn Of UtllltleS

Simple average of company return based on geography. Parent companies with utilities than

WECC and E IC luded. Includ [ f the S&P 500 : mps . .
s g e o are excluded. ncludes component companies o fhe « PNNL also examined how utility equity returns vary in
R most wildfire prone areas. We find sharp divergences in
2 returns between eastern and western utilities.
=
2 « Western utilities outside of California had substantially
2 @scE o ngugn
& o5 e e lower returns than eastern utilities from 2020-2024.
A o — vy, SEsmIC California utilities saw sharply negative returns, with
: dirminco considerable volatility. Large dips following the Camp and
3 @ BuleGarelings @ Duke Enerd® Br0aressida'C) . . .
: é Palisades fires are visible.
o2l « Other factors like utility business model will also impact
0.0 0.2 0.4 0.6

Fraction of Utility at Moderate+ Wildfire Hazard Potential retu rn S .
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 Utilities are facing higher insurance costs and less availability.

= For utilities reporting increases in premiums, additional insurance costs range from $4 to $128
per customer per year.

= New policy and financial mechanisms may be needed to limit customer rate impacts.

« Wildfire is changing the risk profile of certain electric utilities.
* Increased risk profiles generally result in higher costs of borrowing and equity.

* There is evidence to support the idea that utilities in the Western Electricity Coordinating
Council (WECC) service area are viewed as riskier than those in the east by investors.

* Financing costs impact customers through regulated rates of return.

» Rates of return are heavily influenced by, but are not equivalent, to the cost of capital.

» Based on historical spend rates, increasing the cost of capital by ~200 basis points could
increase typical customer bills by $50-$60/year. Higher risk scenarios indicate bill impacts
could exceed $75/year, with 2020 levels of infrastructure spending.

PNNL-SA-223453



<2 A potential cost driver: state laws on liability
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 Liability standards:

« Establishing liability of a utility for a wildfire is typically based in either state negligence
law or state strict liability law.

 In states with strict liability law, such as California, it is more likely that utilities will be
held liable for damages that result from utility ignited wildfires, and therefore risk can

be higher.

 Impact on indirect costs:
 Indirect costs can be heavily influenced by differences in state liability standards.

« Some wildfire liability costs can be recovered from ratepayers.

 Liability standards also impact other indirect costs, such as insurance cost and
availability.

« A state’s liability approach can impact insurers’ perception of risk.

PNNL-SA-223453
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\7/ States vary in how they track wildfire costs,

Northwest  making simple cost comparisons impossible

Tracking Type Used by Regulated Utilities by State ¢ MeChanismS Used tO traCk COStS Vary and

WA: Wildfire
Expense Balancing
Account

OR: Deferred
Accounting

o as a result it can be difficult to access and
¥ pespn compare costs across states.

B Transmission Cost

g e Mechanisms can include:

Mechanism

CA: Catastrophic Events
Memorandum Account,
Wildfire Expense
Memorandum Account

ID, MT: Deferred

oot = General Rate Case

Mechanisms

Explicit Tariffs and Schedules

CO: Transmission
Cost Adjustment
Rider

— Deferred Accounting and Balancing

Rate Case ACCO u n tS

Memo Accounts

For detailed information see: PNNL, Cost Recovery

Mechanisms for Utility Wildfire Mitigation, 2026.

* Transmission Cost Adjustment Riders

PNNL-SA-223453


https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
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Distribution of Utility Wildfire Mitigation Schedule by
Customer Class

0.7

0.595 0.595 0.595

0.6

0.5

0.4

0.3

Charges (¢/kWh)

0.2

0.1

0.000 0.000 0.000

0

B Residential @ Small Commercial B Large Commercial

Where utilities publish explicit schedules for wildfire
mitigation costs, data shows that small
commercial and residential customers pay
higher charges on average than large
commercial customers, but the allocation varies
by utility.

Wildfire mitigation rate impacts occur differently
across customer classes

Wildfire Mitigation Customer Schedules by Utility

0.279

Xcel Energy oo
0.078

San Diego Gas & Electric

Southem California Edison

Pacific Gas & Electric A

Pacific Gas & Electric B

Avista

Puget Sound Energy

Pacific Power

Portland General Electric 0.412
0.416 |

0 0.1 0.2 03 04 0.5 06 0.7
Cents per KWh

m L arge Commercial = Small Commercial mResidential

For detailed information see: PNNL, Cost Recovery Mechanisms for Utility
Wildfire Mitigation, 2026.



https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
https://www.pnnl.gov/sites/default/files/media/file/Final_Cost%20Recovery%20Memo_February%202026.pdf
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Direct costs:

« Wildfire mitigation costs are not yet a driver for
increasing electricity rates for most states, but the
ratepayer impact is still measurable, and they are a
driver in two states.

* Among utilities with explicit wildfire mitigation charges,
Impacts vary by customer class.

There are several additional costs that impact
rates:

* |ndirect costs such as increased insurance and cost of
capital

* Whether states require ratepayer contributions to
wildfire damage funds

« Exposure to potential future costs from wildfire damage
to infrastructure or other liabilities.

Estimated monthly cost of wildfire on
households with average electricity use

Cost Type Low Range High Range
Estimate Estimate

Mitigation

Increased
Insurance
Premiums

Increased Cost
of Capital

Total non-CA
IOU Customer:

Wildfire Fund
(CA I0OUs only)

Total CA IOU
Customers:

*Based on a national average of 900 kWh/ month per residential household
** Based on a CA estimate of 420 kWh/ month per residential household
Insurance premium and capital costs are extrapolated based on highly variable information



<2 Proactive Public Safety Power Shutoff (PSPS) has

Pacific

Northwest  gsocial and economic costs beyond rate impacts

Annual PSPS Event Customers Impacted

« As a mitigation approach, PSPS involves 8 2,500,000
tradeoffs. While PSPS reduces wildfire ignition ' 2,000,000
risk, turning off power burdens customers with the 5 1,500,000
economic and social costs of sudden and . 1 000,000
potentially long outages. 2 500,000

1

® PSPS has economic COStS, and its use has ° 20_132(;42(;72;82019202020.21 20-2220_2320I242025 °
expanded Since ItS inception, evolving from === Total Customers De-Energized === Average Event Duration (days)
isolated early events into a more routinized . Annual PSPS Event Count
wildfire mitigation tool used by a growing B ———— T8
number of utilities. 2071 —

70—y

« Atleast 192 PSPS events occurred between 2013 00
and 2025, with the vast majority (165) by California 2013 1R
|OUs. oo e e me o

H Count of Events

PSPS Known Events Tracker - PNNL-SA-220252.xIsx

PNNL-SA-223453
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Northwest  Tension In regulatory authorization

« Regulators of investor-owned utilities generally allow prudently-incurred costs to
be recovered in customer rates.

= The California Public Utilities Commission allowed customer recovery of $27 billion in utility
wildfire-related costs from 2019-2023, representing ~7-13% of the average residential
customer’s monthly electricity bill in 2023 (California Public Utilities Commission 2024a).

 Whether or not regulators allow cost recovery for wildfire expenses, customer rates
can still be affected due to either unmitigated risk or increases in the utility’s cost of
borrowing.

« Some investor-owned utilities are requesting higher regulated returns on equity to
reflect increased risk from wildfire.

 As affordability concerns mount, regulators face increasing pressure to deny utilities the
full value of the requested increase.

* In Oregon, the regulator cited “evidence of mounting financial pressure on customers” as a

reason for not increasing the allowed utility return on equity (Oregon Public Utility Commission
2024)

PNNL-SA-223453


https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/office-of-governmental-affairs-division/reports/2024/2024-sb-695-report.pdf
https://apps.puc.state.or.us/orders/2024ords/24-447.pdf
https://apps.puc.state.or.us/orders/2024ords/24-447.pdf

\‘7/ There are tradeoff dynamics in who pays utility

Pacific

Northwest  wildfire costs

» Allowance of recovery for wildfire costs directly
Impacts customers, but limits on cost recovery and
return on investment may compromise utilities’
ability to increase spending on wildfire mitigation
and other objectives.

* In the event of a wildfire and resulting lawsuits,
additional cost dynamics and tradeoffs occur,
especially with regard to findings of negligence (ID
SB 1183 2025, MT HB 490 2025, SD SB 36 2026,
TX HB 145 2025).

« Additional dynamics:

* Expanding ratepayer value from wildfire
mitigation investments

» Risk mitigation design and cumulative effects
= Restoration of market forces and shared risk

PNNL-SA-223453

Visualization of probability versus risk

Probability

Outcome

Risk of extreme
wildfire losses


https://legiscan.com/ID/bill/S1183/2025
https://legiscan.com/ID/bill/S1183/2025
https://legiscan.com/MT/bill/HB490/2025
https://legiscan.com/SD/bill/SB36/2026
https://legiscan.com/TX/bill/HB145/2025
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In Part One of this three-part webinar, we covered the cost

landscape:

1. Utility wildfire mitigation as a new and growing cost for
electric utilities and customers,

2. Direct costs of utility wildfire mitigation, and how they vary
by types of expenses, program area, risk reduction, and
utility type,

3. Indirect costs of utility wildfire mitigation, such as
iInsurance, cost of capital, and other bedrock costs of
electric service,

4. Drivers of indirect costs, such as risk of ignition of a wildfire
and resulting liability, and

5. How the direct and indirect costs of wildfire translate into

utility rates.

PNNL-SA-223453

PART ONE: FRAME
THE PROBLEM

Thursday, June 4
11:00 am-12:00 pm PT

PNMNL will provide an overview
of direct and indirect utility costs
from wildfire, their scale, and
how the costs are showing up

in utility rates.

The recording from
Part One, and the

associated analysis
will be available at:

Wildfire Risk and

Changing Utility Business

Models | PNNL

A full PNNL resource

list is available at:
Resource Library | PNNL



https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/resource-library
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How To Use
Microsoft Teams Q&A

Please share your questions using the Q&A tab or by emailing us at
wildfire@pnnl.qov.

= I -
®)
2 & 6 © 8 B o . &,
Q&A People Raise React View Notes Rooms Apps More Camera Mic Share
Q&A X

Contact:

wildfire@pnnl.gov

https://wildfire.pnnl.gov
https://www.pnnl.qov/projects/wildfire-risk-resilience/changing-utility-business-models



mailto:wildfire@pnnl.gov
https://wildfire.pnnl.gov/
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://support.microsoft.com/en-us/teams/meetings/q-a-in-microsoft-teams#bkmk_qa_attendee_exp:~:text=for%20compliance%20purposes.-,Attendee%20Q%26A%20experience,-Attendees%20can%20engage
https://support.microsoft.com/en-us/teams/meetings/q-a-in-microsoft-teams#bkmk_qa_attendee_exp:~:text=for%20compliance%20purposes.-,Attendee%20Q%26A%20experience,-Attendees%20can%20engage
mailto:wildfire@pnnl.gov
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In Part Two of this series, we provide potential cost reduction
strategies that mitigate wildfire risk while increasing
affordability and customer value for the same investment.

Topics:

State policy solutions

Direct mitigation strategies for affordability
« Multi-benefit technologies

* Leverage existing utility programs

Tools to manage financial risk

PNNL-SA-223453

PART TWO: EXPLORE
SOLUTIONS

Thursday, June 11
11:00 am-12:00 pm PT

PMNML will present an analysis of
potential cost reduction strate-
gies and provide an overview of
the complexity of charting a path
to affordability.

Please join us for
Part Two

Wildfire Risk and
Changing Utility
Business Models |
PNNL

+:(8) Register for
. Part Two



https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
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In Part Three, PNNL will facilitate industry and research leaders
for a discussion about finance and risk trends and future
directions for utilities managing wildfire risk.
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Ali Arabnya Bob Mudge Michael Wara

Director of Risk Strategy Principal Senior Research Scholar
Pacific Gas & Electric The Brattle Group Stanford University

Facilitated by
Rebecca O’Neil, Research

Principal, Pacific Northwest
National Laboratory

PNNL-SA-223453

PART THREE: INDUSTRY
THOUGHT LEADERS

Thursday, June 18
11:00 am-12:30 pm PT

PNNL will convene industry
thought leaders in a discussion
of the impacts of wildfire on
utility business models and
opportunities to increase energy
affordability while mitigating risk.

Please join us for
Part Three

Wildfire Risk and
Changing Utility
Business Models |

PNNL

=@ Register for
s Part Three

—


https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
https://www.pnnl.gov/projects/wildfire-risk-resilience/changing-utility-business-models
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