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Item No. 6

OFFICE OF THE GOVERNOR

December 13, 2019

William D. Johnson
Chief Executive Officer
PG&E Corporation

77 Beale Street

San Francisco, CA 94177

RE: Draft Amended Plan of Reorganization for PG&E Corporation (“Corp”) and
Pacific Gas and Electric Company (the “Utility” and, collectively with Corp,
“PG&E") dated as of December 4, 2019 (the YAmended Plan™)

Dear Mr. Johnson:

Since the day PG&E decided to file for bankruptcy protection, | have been
clear about the state’s objectives. Californians must have access to safe,
reliable, and affordable service. Victims and employees must be treated fairly.
And California must continue to make forward progress on our climate change
goals. These objectives were codified into law in Assembly Bill 1054 (Holden,
Chapter 79, Statutes of 2019) and must be satisfied as part of any emergence
from bankruptcy.

To facilitate an expeditious resolution of the chapter 11 cases that achieves the

state's objectives, my office has undertaken a review of the Amended Plan and
the materials submitted in support of such plan to determine whether, in my sole
judgment, the Amended Plan and the restructuring fransactions contemplated

therein comply with AB 1054. | appreciate the efforts of the management team

to provide my office information to assist in that review.

| have determined that the Amended Plan and the restructuring transactions
contemplated therein do not comply with AB 1054. In my judgment, the
Amended Plan and the restructuring transactions do not result in a reorganized
company positioned to provide safe, reliable, and affordable service to its
customers, as required by AB 1054.

GOVERNOR GAVIN NEWSOM * SACRAMENTO, CA 95814 « (916) 445-2841



PG&E's chapter 11 cases punctuate more than two decades of
mismanagement, misconduct, and failed efforts to improve its safety culture.
PG&E caused the devastating San Bruno gas pipeline explosion, which killed 8
people, caused 58 injuries, and destroyed approximately 38 homes. PG&E has
caused multiple catastrophic wildfires in the last three years, including the
Camp Fire, which we know killed 85 people, destroyed the town of Paradise and
resulted in billions of dollars in economic losses to the region.

PG&E's recent management of the public safety power shutoffs did not restore
public confidence. Instead, PG&E caused exireme uncertainty and harm for
Californians who rely on power for their health care and for their livelihoods. For
too long, PG&E has been mismanaged, failed to make adequate investments in
fire safety and fire prevention, and neglected critical infrastructure. PG&E has
simply violated the public frust.

It is against this backdrop that compliance with AB 1054 must be measured. To
access the state’s wildfire fund, AB 1054 requires:

. PGA&E to resolve its insolvency proceeding by June 30, 2020;

. The bankruptcy court to determine that the plan of reorganization
fairly satisfies pre-petition wildfire claims;

. The Cadlifornia Public Utilities Commission (the “CPUC"”] to determine
that the reorganization plan and other documents are consistent with
the state’s climate goals and neutral, on average, to ratepayers; and

. The CPUC to determine that the plan of reorganization, other plan
documents, and the resulting governance structure be acceptable to
the CPUC taking into account PG&E’s safety history, criminal
probation, recent financial condition, and other relevant factors in
order for the reorganized company to access the wildfire fund.

The CPUC’s review of the plan of reorganization is not a rubber stamp —itis a
critical component of AB 1054.

To be approved under AB 1054, any plan of reorganization must position the
emerging new entity for transformation. Such plan should include stringent
governance and management requirements, enforcement mechanisms, and a
capital structure that allows the company to make critical safety investments. In
addition to the feedback set forth below, my team will provide your advisors
with additional information to further clarify my views on specific features of the
plan.



Governance and Management Requirements

The resolution of this bankruptcy must yield a radically restructured and
transformed utility that is responsible and accountable. To that end, my office
previously informed you that any acceptable plan under AB 1054 must provide
for major changes in governance and incorporate enforcement mechanisms.
PG&E has failed to address most of the issues we previously raised on
governance.

The governance and enforcement mechanisms that | believe are necessary
include the following:

1. Changes that will result in a more qualified and independent board of
directors that understands its obligation to achieve the goals of AB
1054. A transformed company should be governed by a beard of
directors selected based on a pre-determined set of qualifications,
include members with extensive safety experience, and be comprised
of a maijority of Californians. To facilitate transformation, the board that
will lead the reorganized company should be acceptable to me and
approved by the CPUC and identified in the Amended Plan. | do not
expect that the post-confirmation board of directors will inciude the
current directors.

2. Strict, clearly defined operational and safety metrics to which the
reorganized company will be held accountable.

) An escalating enforcement process that provides for greater oversight
of the reorganized company if it fails to meet the defined operational
and safety metrics. Because of this company’s history, the license to
operate should be conditioned on it agreeing to this process. This
should also include a streamlined process for tfransferring the license
and the operating assets to the state or a third-party when
circumstances warrant.

4, Escalating enforcement should include governance changes that
protect California in the event that the reorganized company fails to
meet the operational and safety metrics or commits other bad acts
including a subseqguent bankruptcy filing.

The Amended Plan does not incorporate any mechanisms to address these
issues. Thus, | believe the Amended Plan falls woefully short of the requirements
of AB 1054.



The Amended Plan must provide, as a non-waivable condition, that the
confirmation order is entered by Jurie 30, 2020 and the effective date occur by
August 29, 2020. In the event either of these dates are not met, the Bankruptcy
Court should appoint a chapter 11 trustee acceptable to the CPUC to manage
the debtors and dispose of their assets and/or operations.

Capital Structure

To achieve safe and reliable service and make critical safety and infrastructure
investments, the emerging company’s capital structure must be stable, flexible,
and position the company to attract long-term capital. Based on the financial
information provided by PG&E, the reorganized company would not compare
favorably to its peers on critical financial metrics. The Amended Plan also leaves
the company with limited ability to withstand future financial and operational
headwinds.

These issues arise, in part, because the Amended Plan contemplates using a
combination of holdco debt, secured debt, securitization, and monetization of
the net operating losses in order to make plan distributions —leaving the
reorganized entity with limited tools to finance itself when it needs to access
capital to make billions of dollars in safety investments. | am also concerned that
the Amended Plan relies on expensive and short-term bridge financing. All of this
conftributes to a reorganized company that, in my judgment, will not be
positioned to provide safe, reliable, and affordable electric service.

Without providing an exhaustive list of other issues, the Amended Plan must
meet the AB 1054 requirements to treat victims fairly, including providing for the
assumption of any pre-petition settlement agreements related to Fire Claims
including the Butte Fire settlement. The Amended Plan should also provide that
all environmental obligations and related agreements, all obligations and
agreements related to the Diablo Canyon project, and all state tax obligations
be assumed by the reorganized entity and be unimpaired.

The state remains focused on meeting the needs of Californians including fair
treatment of victims — hot on which Wall Street financial interests fund an exit
from bankruptcy.



PG&E’s current plan is not feasible without access to the wildfire fund
established under AB 1054. PG&E's board of directors and management have a
responsibility to immediately develop a feasible plan. Anything else is
iresponsidle, a breach ofifiduciary duties, and a clear violation of the public




Item No. 6

December 13, 2019

President Marybel Batjer
Commissioner Martha Guzman Aceves
Commissioner Liane M. Randolph
Commissioner Clifford Rechtschaffen
Commissioner Genevieve Shiroma

California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102

RE: Offers by local government entities to acquire certain Pacific Gas and Electric
(“PG&E”) distribution assets

President Batjer and Commissioners:

We write as Northern California local public entities seeking safe, reliable electric service at
reasonable rates, and would like to highlight for the Commission the role local government
acquisitions of PG&E’s facilities can play in achieving these essential goals. In a recent letter to
the Mayors and Boards of Supervisors of 22 cities and counties, President Batjer agreed that
these same objectives are the Commission’s main long-term priority, and recognized the need for
bold solutions to address these urgent issues.

The Commission is currently considering two proposed plans of reorganization in its proceeding,
1.19-09-016. We all strongly support fair and adequate compensation of wildfire victims,
however, neither of the plans addresses the recurring systemic problems with PG&E’s corporate
structure and culture that have resulted in devastating wildfires, disastrous power shut-offs,
repeated bankruptcies, multiple felony convictions, escalating costs, and loss of public trust.
Bigger change is needed, and the Commission should be engaging stakeholders in proposals, like
ours, that move California in that direction.
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Letter to Commissioners regarding
local government entities’ offers to PG&E
December 13, 2019

Each of our communities has recently made credible offers to acquire PG&E distribution assets
in order to provide publicly owned utility service to our constituents (see attachment). Local
governments have the right to provide utility service and are well-equipped and properly
incentivized to provide safe, reliable service to their communities. The Governor himself has
recognized the urgent need for better alternatives to PG&E and encouraged offers to PG&E in
order to foster competition and different approaches to restructuring PG&E.! As the
Commission considers the fundamental changes that must be made to PG&E, the Commission
should consider our proposals as part of the solution to resolve PG&E’s bankruptcy and begin
improving utility service to customers.

Why our communities are seeking to provide local publicly owned utility service

Local entities are on the front lines in responding to investor owned utility failures. In PG&E’s
case, these failures include emergencies caused by explosions, fires, and power shutoffs, as well
as longer term failures such as the consistent and large rate increases, slow progress in
addressing climate change, and unresponsiveness to community needs and objectives. Each of
our communities has determined that acquiring PG&E’s facilities and assuming local electric
distribution service is a viable and superior alternative to PG&E. While our proposals differ in
their details, we share a commitment to our local constituents that cannot be matched by PG&E.

Benefits of local publicly owned utility service

Publicly owned utility service has a long history in California. Existing law provides a strong
statutory framework for the formation and regulation of publicly owned utilities, and there are
many examples throughout the State of successful formation, expansion, and operation of
publicly owned utilities.

Electric service provided by local governments focused on their jurisdictions results in safer,
more affordable, and more reliable service for their constituents. As public agencies, publicly
owned utilities are structured to provide accountability and transparency to their local customers.
Publicly owned utilities are subject to the Brown Act and other open meeting laws, as well as the
Public Records Act. These requirements ensure: (i) transparency in decision making, operations,
and rates; and (ii) accountability to customers to provide safe, reliable, affordable service.
Publicly owned utilities answer to their local communities, not to corporate boards, holding
companies, or shareholders. For this and other reasons, publicly owned utilities have better
reliability than investor owned utilities.?

! https://www.sfgate.com/bayarea/article/Governor-Newsom-PG-E-California-breakup-
14538847.php (cites to statements made by California Governor Gavin Newsom about
alternatives to PG&E. Governor Newsom encouraged San Francisco’s offer to PG&E and is
quoted as stating, “I back more competition. ... I am very specifically encouraging others to
come into this space and to make some bids. We want to create a competitive space — and all of
it with an eye on different approaches.”); https://medium.com/@CAgovernor/governor-gavin-
newsom-outlines-roadmap-for-wildfires-communities-and-utility-c9d886dee571 (Governor
Newsom called for total and permanent transformation of PG&E’s culture and governance and
said the state would step in if parties fail to achieve this transformation.)

2 See Benefits of Public Power, pgs. 16-17, available at
https://www.publicpower.org/system/files/documents/municipalization-

benefits_of public_power.pdf (discussing POUS’ reliability).
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Letter to Commissioners regarding
local government entities’ offers to PG&E
December 13, 2019

In addition, publicly owned utilities provide rate affordability and stability.® The incentives of
publicly owned utilities are better aligned since their “shareholders” are the public they serve.
Publicly owned utilities do not pay dividends or exorbitant management salaries and bonuses.
They also have access to lower cost, tax-efficient financing. These significant cost savings can
be used to reduce rates and complete much-needed upgrades to PG&E’s electric distribution
system.

Publicly owned utilities also focus on policies that are in line with community priorities. For
example, many local communities have renewable energy and/or greenhouse gas emissions
reductions goals that exceed State mandates. These local efforts complement and support State
initiatives, making these communities valuable partners in achieving the State’s ambitious
climate goals.

Further, publicly owned utilities provide support for jobs and economic development. They rely
on highly skilled union workforces and provide stable career opportunities. Publicly owned
utilities generally have a long and productive history of working with unionized workers because
they are part of the communities they serve. It is our intent to continue to build on that strong
foundation.

Our proposals benefit PG&E and its ratepayers

The local publicly owned utility model could provide positive outcomes for both PG&E and its
remaining customers, and would transition seamlessly into existing electric grid operations. The
size of PG&E’s service territory would be reduced along with its service obligations. This alone
would be beneficial as PG&E has repeatedly demonstrated that its service territory is too large
and its service obligations too broad for PG&E to manage reliably, safely, and cost effectively.*
Breaking up PG&E into smaller service territories would not “balkanize” the electric grid as
some have claimed. Distribution grids are by their nature local, each with distinct characteristics
and needs. Local governance and accountability is better positioned to plan for and implement
modernization of these local distribution grids. At PG&E, local grid maintenance and
modernization needs compete for funding and attention with other priorities such as wildfire risk
mitigation.

Moreover, the California Independent System Operator (“CAISO”) operates most of the regional
electric transmission grid in California and oversees the grid interconnections with all
distribution providers within its area, including publicly owned utilities. The CAISO and
investor owned utilities already have in place tariffs and processes to provide for operational
integrity of interconnected systems owned or managed by diverse entities. This is an existing,

31d. at pgs. 20-21.

4 See, e.g. http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M252/K547/252547055.PDF
(questions asked by the California Public Utilities Commission in I. 15-08-019, pp. 11-12);
https://www.sfgate.com/bayarea/article/Governor-Newsom-PG-E-California-breakup-
14538847.php# (“Newsom said at a conference in San Francisco Tuesday that California
residents would benefit from PG&E breaking into smaller pieces.”);
https://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/About_Us/Organization
/Commissioners/Michael_J. Picker/PresidentPickerCommentsonPGESafetyCultureandEnforcem
entTheory.pdf (“The question may not be whether PG&E is too big to fail, but instead, “is the
company too big to succeed?’”).
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Letter to Commissioners regarding
local government entities’ offers to PG&E
December 13, 2019

well-established system and there is no reason to believe that CAISO could not continue to
operate the grid in the same safe and reliable manner.

In addition, our proposals would not burden other ratepayers, but would instead provide
immediate, tangible benefits to PG&E in the form of additional cash that PG&E could put
towards important, pressing uses, such as funding wildfire claims, stabilizing rates for PG&E’s
remaining ratepayers, and reducing the need for PG&E to incur even more debt that could
compromise PG&E’s ability to provide safe and reliable service to its customers. Any gain on
sale from these transactions could be allocated by the Commission to benefit ratepayers.

Local governments have the right to provide electric service under Cal. Const. Art. XI, sec. 9.
They also have the right to take property by eminent domain, under Art. I, sec. 19, if they choose
to do so. However, we believe that working collaboratively with the Commission, PG&E, and
other parties, and completing our proposed transactions through the bankruptcy process would
provide significant benefits to PG&E, its customers, and other stakeholders. Our acquisition
proposals can be implemented efficiently under existing law through PG&E’s ongoing
bankruptcy case, and on a timeline consistent with the June 30, 2020 deadline for PG&E to exit
bankruptcy and participate in the Wildfire Fund established by AB 1054.

Our offers to PG&E are consistent with other proposals for public ownership of PG&E

While local publicly owned utility service has a long and successful history, not all local
governments have the ability or desire to provide such service. Additionally, most publicly
owned utilities will continue to receive transmission and gas service from PG&E. This means
that local publicly owned utility service is not the only means of addressing the challenge of
comprehensively restructuring PG&E, and can be a complementary piece in a broader suite of
solutions.

Besides our offers to PG&E, at least two other specific proposals for replacing PG&E have also
been raised publicly: (i) a larger publicly owned utility serving all of PG&E’s service area, and
(i) a customer owned utility or electric cooperative.® Converting PG&E into a large public
entity would have all the benefits discussed above. A customer owned utility or cooperative,
while not a public entity, would not have shareholders and could be required to operate with
transparency and accountability that is lacking in investor owned utilities. The specifics of a
customer owned utility or electric cooperative would need to be developed, particularly its
governance, regulation, and financing capability.

Neither of these proposals would preclude, nor would they be inconsistent with, the formation or
expansion of local publicly owned utilities. But creating a new, service-territory-wide utility
may take some time and extend beyond the existing bankruptcy timeline. Our acquisition
proposals can move forward quickly, provide cash to PG&E, and begin improving service to our
customers immediately.

As President Batjer acknowledged in her letter, California must have a future that is
fundamentally different from the current circumstances of repeated catastrophic wildfires and
continuing power shut-offs. The only way to achieve that future is through true transformation

® https://www.sfchronicle.com/politics/article/California-senator-Scott-Wiener-to-propose-
14829647.php; https://www.kged.org/news/11784972/22-mayors-want-pge-to-become-a-
customer-owned-co-op
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Letter to Commissioners regarding
local government entities’ offers to PG&E
December 13, 2019

of electric utility service. Resolving PG&E’s bankruptcy case through the types of plans
currently under review would not transform PG&E into a company that is effectively managed to
provide safe and reliable service at reasonable rates. The Commission must do more to ensure
adequate service in Northern California. Our communities should be and are prepared to be a
part of the Commission’s efforts to realize its vision for the future.

Respectfully submitted,

CITY AND COUNTY OF SAN FRANCISCO

By: _ /s/ Harlan L. Kelly, Jr.
Harlan L. Kelly, Jr.,
General Manager
San Francisco Public Utilities Commission

SOUTH SAN JOAQUIN IRRIGATION DISTRICT

By: _ /s/ Peter M. Rietkirk
Peter M. Rietkirk
General Manager

cc: Service Lists I. 19-09-016, 1. 15-08-019

NEVADA IRRIGATION DISTRICT

By: __ /s/ Remleh Scherzinger
Remleh Scherzinger
General Manager

VALLEY CLEAN ENERGY

By: _ /s/ Mitch Sears
Mitch Sears
Interim General Manager

Page 5 of 5



NEVADA IRRIGATI ISTR
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1036 W. Main Street, Grass Vailey, CA 35945-5424
(530} 273-6185 ~ Fax: (B30} 477-2646 ~ www.nidwater.com

RECEIVED FILED
Novernber 6, 2019 NOV 122019 NOV 122019 -
UHITED STATES BANKRUPTCY COURT UNITED STATES BAKKRUPTGY GGURT
William Johnson AN TRANEISCO. Ch Andrew Vesey SAN FRANCISCO, G4
Chief Executive Officer and President Chief Executive Officer and President
PG&E Corporation PG&E Corporation
77 Beal St., P.O. Box 770000 77 Beal St., P.O. Box 770000
San Francisco, CA 94177 San Francisco, CA 94177

Re: Nevada Irrigation District’s Notice of Intent for the Purchase and Sale of
Electric Distribution Assets in Portions of Nevada, Placer and Yuba Counties

Dear Messrs. Johnson and Vesey,

The Nevada lrrigation District is a diversified water resource district in the foothills of
Northern California’s Sierra Nevada Mountains. NID is a publically owned utility,
governed by an elected Board of Directors representing five Divisions within its
approximate 287,000-acre boundary. The District provides treated water to approximately
19,500 customers and raw water to approximately 5,500 customers in Nevada, Placer,
and Yuba Counties. The Nevada Irrigation District operates recreation facilities at the
District's storage reservoirs and utilizes its water supply resources to generate
approximately 82.2MW of hydroelectric power for the benefit of its customer base. NID
employs 219 regular, full-time employees and is headquartered at an 18-acre site located
in Grass Valley, CA.

Founded under the Irrigation District Power Act of 1919, the Nevada lrrigation District is
uniquely situated to engage in its latent powers and provide retail electric service to local
communities under its jurisdiction provided by California Water Code section 22115 et
seq.

Background

Since 1921, Nevada Irrigation District has been reliably supporting the communities of
Placer, Nevada and Yuba Counties with a consistent and reliable supply of water through
its diverse network of 475 of open ditch canals and 400 miles of treated water pipelines.
Since the 1960s, NID has supported the California electrical grid in providing
approximately 82.2 MW of hydroelectric and solar power through Power Purchase
Agreements with PG&E.

Case: 1.3 RSE AT IP T NP AR SHAEETREST  Page 1Lof
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NID began its assessment and review of PG&E’s local distribution system after holding a
Community Choice Aggregation (CCA) meeting with interested members of the
community in August 2018. NID began to advance its analysis and feasibility of the
potential acquisition of the distribution system and associated assets within its District
boundary in September 2018.

In light of the recent events and news surrounding the Pacific Gas and Electric Company
bankruptcy, rate increases, PG&E's discretionary Public Safety Power Shutoff (PSPS)
* events, and at the request of the local community, Nevada Irrigation District has decided
to earnestly explore options for providing sustainable and resilient electric distribution
service to the local community as identified in Exhibit A.

Based upon the initial analysis and subsequent review and approval from its Governing
Board of Directors, the Nevada lrrigation District is pleased to submit this non-binding
Notice of Intent (NOI).

This proposal to add a retail electric utility service to NID's existing business lines is
directly in-line with and complementary to the District's existing water, hydroelectric, and
recreation service deliveries. Specifically, Nevada Irrigation District believes it can offer
electrical services which:

» Enhance services to and reducing future financial impacts for our customers

» Integrate existing District business line functions into the fabric of the communities
they serve

» Develop and manage resources in a self-determining manner with local control

e Wil provide the highest level of service at the lowest possible cost without
impacting the guality of service (best value)

In addition to the benefits provided locally to nearly 85,000 electric customers in the Sierra
Nevada foothills within the three counties. NID believes this offer is in line with PG&E's
risk evaluation of the region. NID stands ready to assume the liability and risk of the local
Retail System Assets of the territory described in Exhibit A. NID believes this offer to be
a valuable component of PG&E’s long-term risk assessment and a benefit to the Debtor
and shareholders.

Assets to be Sold

The assets to be sold include all of PG&E's retail electric system assets used and useful
in the provision of service, operation, and maintenance, of distributed electric service,
including without limitation, all, real property, assets, fixtures, appurtenances, rolling
stock, and equipment, located in, or of service to, the area depicted in Exhibit A.

NID has identified a number of substations to be included in the sale and believes that
areas of physical separation of the system would be technically feasible. NID has
evaluated the area based on publically available data and welcomes discussion with

2
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PG&E regarding mutually agreeable separation parameters which meet reliability and
safety standards for all customers.

Acquisition Price

The Proposed Acqguisition Price for the Retail System to PG&E is three hundred million
one hundred ninety-six thousand nine hundred dollars ($300,196,900) ugpon closing of the
sale. NID has analyzed PG&E’s assets and believes this valuation is an attractive
valuation given the age of assets evaluated, correction of deferred maintenance
necessary immediately upon sale, and for the reduction of liability and risk associated
with assets located in the foothills of the Sierra Nevada Mountains.

Conditions Precedent

As a matter of course, in preparing a reasonable valuation of the assets as well as
assessment through expert consultation and technical advisors, the Nevada lIrrigation
District has a number of Conditions Precedent, which must be satisfied prior to the closing
of the sale. These Conditions include:

LAFCo Approvals

Necessary Voter Approvals
CPUC Approval

Bankruptcy Court Authorization
Financing

Environmental Review
Non-Bypassable Charges

Due Diligence

The Nevada Irrigation District and its consultants have developed this Notice of Intent
using publically available information. Access to the non-publically available information
of the assets and records relating to those assets from PG&E is required for NID to
perform adequate due diligence. NID has retained expert consultants who have assisted
in the past 18 months in evaluating the assets to be acquired.

Non-Binding

This Notice of intent represents the Nevada lrrigation District’s interest in purchasing
PG&E's retail system assets. This NOI shall be assignable and does not constitute an
offer, agreement, or commitment to consummate any of the transactions contemplated
herein.

3
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Closing

The Nevada Irrigation District weicomes and appreciates your consideration of this non-
binding Notice of Intent. NID is encouraged by the local community and other regional
governance support it has received in advance of providing this proposal. We believe
there are significant benefits for both the local community and PG&E shareholders.

The MNID executive team, Board members, legal, and financial advisors are eagerly
standing by and await your earnest review and consideration of this proposal. Working
diligently together, we believe we can parallel with the anticipated bankruptcy timeline
process in advance of the June 30, 2020 recrganization deadline.

All correspondence associated with this proposal can be directed to me, Remieh
Scherzinger, at Nevada lrrigation District General Manager, 1036 West Main St., Grass
Valley, CA 95945, or at scherzinger@nidwater.com / 530-273-6185.

Respectfully,

y 5@/}/ T

Remleh sCherzmgér BA,SDA, PE.
“Generananager Neyada. Irrlgation District
Chief Executive Off:jr f\ge__vada Irrigaticn District Municipal Finance Authority

cC. Nevada irrigation District Board of Directors
Jason Wells, PG&E Corporation Chief Financial Officer
Janet Loduca, PG&E Corporation Senior Vice President and General Counsel
Honorable Judge Dennis Montali, U.S. District Justice
Honorable Judge William Alsup, U.S. District Justice
Honorable Judge Randall Newsome, JAMS Mediator and Arbitrator
Governor Gavin Newsom, State of California

Attachments:
Exhibit A: Logical Service Area
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VALLEY

CLEAN ENERGY

October 18, 2019

William Johnson Andrew Vesey

Chief Executive Officer and President Chief Executive Officer and President
PG&E Corporation Pacific Gas and Electric Company

77 Beale Street, P.O. Box 770000 77 Beale Street, P. 0. Box 770000
San Francisco, CA94177 San Francisco, CA 94177

Re: Valley Clean Energy’s Indication of interest in the Acquisition of Electric
Distribution and Transmission Assets in Yolo County

Dear Messrs. Johnson and Vesey,

Valley Clean Energy is a joint powers authority formed by Yolo County and the Cities of
Davis and Woodland that currently serves as a Community Choice Aggregator for its
members’ residents and businesses. The cities of Winters and West Sacramento are
associate members of Valley Clean Energy. Therefore, all of the cities in Yolo County and
Yolo County are now members of Valley Clean Energy. Valley Clean Energy began its
current analysis and review of local distribution system ownership and control soon
after PG&E’s Chapter 11 bankruptcy cases were filed in January 2019. Valley Clean
Energy’s review focuses on the feasibility of potential acquisition of electric utility
distribution assets serving Yolo County held by Pacific Gas and Electric Company
{("PG&E” and collectively with PG&E Corporation, the “Debtors”) in connection with
Debtors’ Chapter 11 bankruptcy cases. We write to inform you that Valley Clean Energy
and its member agencies have concluded their initial analysis and based on that
analysis, Valley Clean Energy has prepared this acquisition proposal.

Accordingly, we are pleased to submit this non-binding Indication of Interest {(“101”} to
purchase substantially all of PG&E's electric distribution assets, and appurtenant
facilities needed to provide retail electric delivery service to all electricity customers in
the incorporated and unincorporated areas of Yolo County (such assets collectively, as
further described below, the “Targeted Assets” and such transaction, the “Proposed
Transaction”).
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Subject to the terms and conditions described herein, Valley Clean Energy is prepared to
engage immediately with Debtors and stakeholders to facilitate the negotiation,
documentation, execution, and bankruptcy court approval of our Proposed Transaction
that we believe will be mutually beneficial for the Valley Clean Energy constituents, the
Debtors, and bankruptcy creditors, customers, and other stakeholders.

1, Rationale for the Proposed Transaction

Valley Clean Energy is strongly positioned to acquire the Targeted Assets and provide
enhanced value to the Debtors and their stakeholders. For many decades, Valley Clean
Energy’s member agencies have successfully delivered essential utility services including
water, sewer, storm-water, and refuse collection to their residents. Beginning in June
2018, Valley Clean Energy CCA has successfuily and reliably performed full power supply
services for electric customers in Woodland, Davis, and the unincorporated areas of
Yolo County.

Yolo County and the City of Davis have been contemplating investment and public
acquisition in the local electric distribution systems for decades. These efforts have
taken various forms. Investment in local electric distribution facilities has been and
remains an important objective for Valley Clean Energy’s member agencies to ensure
reasonable and safe access to electric distribution facilities and services, and to secure
service for new customers. Given Valley Clean Energy’s and its member agencies’ ability
to access lower-cost funding sources and with no obligation to provide equity returns or
to recover income taxes, Valley Clean Energy’s constituents will be able to achieve their
long-held goal of providing cost-effective electric distribution service to all customers in
Yolo County, while simultaneously providing enhanced value to Debtors and their
stakeholders through the Proposed Transaction.

Valley Clean Energy has closely followed the Debtors’ bankruptcy cases and believes
that, through the Proposed Transaction, it can assist PG&E in further enhancing realized
value for stakeholders by providing a significant cash infusion to Debtors. Valley Clean
Energy can, with the Debtors’ cooperation, consummate the Proposed Transaction
expeditiously to facilitate the Debtors’ timely emergence from bankruptcy, consistent
with the Debtors’ articulated goals and timetable. Importantly, the Proposed
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Transaction reflects a significant premium value contribution for the Targeted Assets
that would be available to the Debtors and their stakeholders. Valley Clean Energy is
also open to negotiations with competing bankruptcy plans of reorganization under the
terms set forth in this 10}.

Valley Clean Energy also believes that the Proposed Transaction would provide
meaningful benefits to Yolo County residents including: (i) stable and competitive
electric rates; (ii} enhanced focus on local needs; (iii) increased ability to achieve the
Valley Clean Energy’s aggressive climate action goals; and (iv} additional beneficial long-
term career and business opportunities for local residents and businesses. Additionally,
Valley Clean Energy believes that other PG&E customers will benefit from PG&E’s ability
to provide a more focused effort on management of a smaller, more manageable
service territory as it emerges from bankruptcy.

2. Targeted Assets

The Targeted Assets would include substantially all of PG&E’s distribution assets,
230/115 kV transformers, and 115 kV transmission lines located within the incorporated
and unincorporated areas of Yolo County and certain other ancillary assets needed to
properly service customers in Yolo County, as described more particularly in Attachment
A.

Given the geography of Yolo County within PG&E’s overall service territory, Valley Clean
Energy contemplates that a physical separation of the Targeted Assets can be
accomplished in a straightforward manner. Valley Clean Energy and its engineering and
technical advisors have evaluated various separation scenarios and welcomes further
discussion with PG&E regarding the disposition of specific assets and the development
of a mutually acceptable separation plan that maximizes reliability and efficiency for
both Yolo County customers and PG&E’s remaining customers.

3. Purchase Price
Valley Clean Energy is pleased to submit an indicative purchase price for the Targeted

Assets of $300 million to be paid in cash upon the closing of the Proposed Transaction.
Based on Valley Clean Energy’s key assumptions described below, this indicative
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purchase price represents a substantial multiple of estimated year end 2019 rate base
and 2019 earning for the Targeted Assets. Valley Clean Energy believes that this
indicative purchase price represents an attractive premium valuation that reflects the
unigue circumstances of, and expedited timing resulting from, the Debtors’ Chapter 11
bankruptcy case.

In addition, and in connection with the Proposed Transaction and taking into account
the indicative purchase price for the Targeted Assets, Valley Clean Energy is interested
in discussing an arrangement to implement and “buy down” any non-bypassable charge
obligations that may be applicable to Valley Clean Energy’s customers in exchange for a
full release of those obligations, subject to the approval of the California Public Utilities
Commission (“CPUC"). Resolution of such non-bypassable charges could also be
accomplished through the acceptance of proposal(s) made by Sonoma Clean Energy on
behalf of itself and other Community Choice Aggregation entities, including Valley Clean
Energy, related to the buy-out and/or stabilization of PCIA charges. Valley Clean Energy
believes that such an arrangement could significantly increase the sources of cash
available to PG&E in connection with the Proposed Transaction.

q, Key Assumptions

Based on analysis of the Targeted Assets conducted by Valley Clean Energy’s expert
valuation, engineering, and technical advisors, Valley Clean Energy used several
valuation methodologies to reasonably value the Targeted Assets. Valley Clean Energy’s
proposal and indicative purchase price are based upon, and subject to, a number of key
assumptions including:

e Debt-Free Purchase: The Targeted Assets would be acquired free of any debt
associated with the Debtors.
e Bankruptcy Matters and Timing:
o The Proposed Transaction would be undertaken as an asset sale in
connection with a confirmed plan of reorganization of the Debtors in the
Chapter 11 bankruptcy cases. As an alternative, Valley Clean Energy would
also consider a Bankruptcy Code Section 363 sale if the Debtors prefer.
o Valley Clean Energy will not assume or otherwise be responsible for the
liabilities of the Debtors arising prior to the closing of the Proposed
Transaction, other than the Debtors’ executory obligations under
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executive contracts that Valley Clean Energy elects for the Debtors to
assume and assign to Valley Clean Energy in connection with the
bankruptcy cases and for which the Debtors would be responsible for any
cure costs.

o Valley Clean Energy will obtain taxable bond financing acceptable to Valiey
Clean Energy for the Proposed Transaction, as described below.

o The Debtors’ Plan of Reorganization will be confirmed by the bankruptcy
court no later than June 30, 2020, and the Proposed Transaction will close
as soon as all required regulatory approvals are obtained and the bond
financing has closed or closes in conjunction with the close of the
Proposed Transaction.

Valley Clean Energy’s key assumptions, including its expert advisors’ estimation of the
physical condition and age of the Targeted Assets included in rate base, are based on
publicly available information. As a result, these key assumptions and resulting
indicative valuation are subject to refinement based on further comprehensive due
diligence, including an analysis of non-public information that the Debtors would need
to provide.

5. Financing

Financing for the Proposed Transaction is expected to include issuance of municipal
power revenue bonds by Valley Clean Energy. Valley Clean Energy is confident in its
ability to execute such financing based on the revenues from the Targeted Assets, as the
municipal capital markets regularly absorb transactions of this size and Valley Clean
Energy’s member agencies and its various departments have successfully issued
revenue bonds or similar types of financing for their other utility infrastructure needs.

6. Transaction Documentation

The Proposed Transaction will be conditioned on the negotiation of mutually agreeable
definitive documentation between PG&E and Valley Clean Energy, including an asset
purchase agreement that contains reasonable and customary terms for acquisitions of
electric utility systems and a transition services agreement to ensure the continuous
provision of safe and reliable electrical service to Yolo County residents. Valley Clean
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Energy and PG&E would work together to identify an appropriate transition period and
scope of transition services prior to closing of the Proposed Transaction and Valley Clean
Energy would endeavor to condense the scope and length of transition services.

We also anticipate that the separation of the Targeted Assets may require certain
ancillary agreements between Valley Clean Energy and PG&E, including, for example,
coordination, shared facilities, and customary utility border agreements that the parties
would need to negotiate and execute in connection with the closing of the Proposed
Transaction.

7. Employees

Valley Clean Energy intends to recruit willing PG&E employees who currently operate
and maintain the Targeted Assets. Valley Clean Energy believes it can offer stable
careers with appealing wages and benefits that will be attractive to PG&E employees.
We would seek your cooperation in the recruitment process to hire appropriate
personnel to operate the system, while avoiding any disruption across the balance of
the PG&E system. Yolo County and the cities have a long history of working productively
with their unionized workforce and intend to honor the successor provisions of PG&E’s
collective bargaining agreements and to comply with the provisions of Public Utilities
Code section 854.2 (AB 1054) related to the transition of covered employees in effect at
the time of the close of the Proposed Transaction.

8. Transaction Conditions

Entering into definitive documentation for the Proposed Transaction is conditioned
upon completion of the following matters to Valley Clean Energy’s satisfaction: (i) Valley
Clean Energy’s comprehensive business and legal due diligence reviews, which wil
require the assistance of the Debtors; (ii) the parties’ negotiation of definitive
documentation and ancillary agreements; and (iii) the attainment of Valley Clean
Energy’s requisite internal approvals described below. In addition, the Proposed
Transaction would be subject to customary and usual closing conditions, including,
without limitation, receipt of a bankruptcy court order approving the Proposed
Transaction that is acceptable to Valley Clean Energy and required regulatory approvals.
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a) Internal Approvals

As referenced above, the proposal contained in the 101 has the support of the Valley
Clean Energy’s Board of Directors and the governing bodies of the County of Yolo and
the cities within Yolo County whose territory is included in the acquisition. Entering into
definitive documentation for the Proposed Transaction would require the approval of
the Valley Clean Energy Board of Directors, which can be sought expeditiously once
definitive agreements are finalized.

b) Regulatory Approvals

We anticipate that the Proposed Transaction will require the following regulatory
approvals or clearances: (i) CPUC approval under Section 851 of the California Public
Utilities Code, (ii) Federal Energy Regulatory Commission approval under Section 203 of
the Federal Power Act, along with certain ancillary approvals and (iii) compliance with
the California Environmental Quality Act (“CEQA”). We anticipate that these regulatory
filings would be coordinated with the bankruptcy court’s schedule to allow for filing as
soon as practicable in connection with the Debtors’ plan of reorganization and that all
required regulatory approvals and clearances would be timely received upon prior to
the receipt of all regulatory approvals required for the Debtors’ Plan of reorganization.

9. Due Diligence

Valley Clean Energy and its team of advisors have created this proposal using
information sourced from public filings, including FERC, Securities Exchange
Commission, and other regulatory filings and investor presentations. Access to non-
public information and cooperation from the Debtors is necessary for Valley Clean
Energy to finalize valuation assumptions. If it would be helpful to PG&E to expedite the
diligence conformation process, Valley Clean Energy is willing to provide a
comprehensive list of the due diligence information that would be required for Valley
Clean Energy to complete its due diligence process to move forward with the Proposed
Transaction.

Valley Clean Energy has retained multiple expert advisors that have assisted Valley Clean
Energy in conduction its initial due diligence and submitting this 10l, including:
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¢ MRW & Associates, LLC: financial feasibility advisor
e NewGen Strategies and Solutions, LLC: asset appraisal advisor

10. Non-Binding

This 101 represents a general statement of Valley Clean Energy’s interest in purchasing
the Targeted Assets and does not create any legally binding obligation on Valley Clean
Energy or any of its officials, representatives, agencies, members, political subdivisions,
affiliates or their respective advisors. Unless and until the parties have, among other
things, completed comprehensive due diligence, negotiated definitive transaction
documentation for the Proposed Transaction, obtained necessary internal approvals,
executed definite transaction documentation for the Proposed Transaction, and
obtained a bankruptcy court order authorizing the Proposed Transaction, neither Valley
Clean Energy nor the Debtors shall be under any legal obligation of any kind whatsoever
as to the Proposed Transaction by virtue of this 10I. Valley Clean Energy does not
commit to any definite course of action as to the Proposed Transaction prior to
completing any required CEQA compliance.

11. Next Steps

Valley Clean Energy appreciates your earnest consideration of this non-binding
proposal. We welcome the opportunity to discuss this proposal, together with the
significant benefits that it would provide, with appropriate representatives of the
Debtors. After reviewing the proposed plan, we may follow up with the Debtors to
provide additional analysis demonstrating how the Proposed Transaction would
enhance and could be coordinated with a proposed bankruptcy plan.

We have a full team, including outside legal, financial, and engineering advisors and
senior Valley Clean Energy representatives, engaged and standing ready to complete
Valley Clean Energy’s comprehensive due diligence and to work expeditiously towards
definite documentation, with the assistance of PG&E, subject to the terms and
conditions described above. As noted above, with the Debtors’ prompt engagement,
Valley Clean Energy believes that it can complete its outstanding work in a timeframe
consistent with the Proposed Transaction being approved in paraliel with PG&E’s
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anticipated reorganization plan confirmation process, and ahead of the June 30, 2020
legislative deadline.

Any inquiries with respect to this 10l can be directed to Mitch Sears, Valley Clean Energy
General Manager, 604 2nd St, Davis, CA 95616, mitch.sears@valleycleanenergy.org,

Tel: (530) 446-2750.
Very truly yours,/\/

Tom Stallard, Chair
Valley Clean Energy Board of Directors

cc.  VCE Board of Directors
Mitch Sears, VCE General Manager
Jason Wells, PG&E Corporation Chief Financial Officer
Janet Loduca, PG&E Corporation Senior Vice President and General Counsel
City Councils and Board of Supervisors of the VCE member agencies

Attachment: A. Targeted Assets
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Attachment A: Targeted Assets

This Attachment A provides an overview / description of the assets Valley Clean Energy
proposes to purchase from PG&E. The description provided herein is not intended to be
the comprehensive list of assets to be purchased that would be included in a final
purchase and sale agreement. Subject to due diligence and further discussions with
PG&E, some assets described here may not be included, and other assets may need to
be added to a binding pricing and a final purchase and sale agreement.

Broadly, Valley Clean Energy is proposing to purchase substantially all of PG&E’s
transmission and distribution assets that are necessary for Valley Clean Energy to
provide safe and reliable retail electric distribution service to all electricity customers in
Yolo County.

These assets are currently anticipated to include:

i.  All PG&E distribution assets within Yolo County, including distribution-level
substations, metering, customer-level interconnection, and related facilities, as
needed for operational control.

ii. PG&E’s 115 kV transmission assets within Yolo County, and PG&E’s 230 kV to 115
kV transformers, as needed for operational control.

Valley Clean Energy’s proposal also includes related assets, materials, records, spare
parts, equipment, and other items, as required for safe and reliable service to customers
and safe and reliable operation of the assets above, including:

a. Other systems and equipment such as meters, relays, SCADA, transformers,
rolling stock, telecommunication and control center equipment, and spares;
support systems, standards, AMR facilities, distribution system model data,
system maps and diagrams, records, and all similar items required to operate the
assets.

b. All PG&E’s reliability, safety, operation, maintenance, and capital improvement
records related to and or for the assets that are purchased.

c. PG&E’s operating and maintenance facilities (for communications, SCADA,
security, control, and emergency response), service yards, warehouse(s);
customer service and call center, and other facilities; all as located in Yolo
County, and as necessary for safe and reliable operation and maintenance of the
assets described above.
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d. PG&E’s customer service, metering, and billing records, including program and
service agreements, dispute notices, outstanding complaints, and similar
customer-related information for Yolo County electric customers.

e. PG&E-owned land, easements, rights-of-way, lease agreements, and other land-
related agreements {(or appropriate new lease or other agreements between Yolo
County and PG&E) necessary for safe and reliable operation and maintenance of
the assets described above.

f. PG&E-owned streetlights and similar unmetered facilities in Yolo County.

VCE's proposal excludes all land and facilities related to PG&E’s natural gas operations
and services.
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OFFICE OF THE CITY ATTORNEY
SAN FRANCISCO

OFFICE OF THE MAYOR
SAN FRANCISCO

LONDON N. BREED DENNIS J. HERRERA
MAYOR CiTY ATTORNEY

September 6, 2019

William Johnson Andrew Vesey

Chief Executive Officer and President Chief Executive Officer and President
PG&E Corporation Pacific Gas and Electric Company

77 Beale Street, P.O. Box 770000 77 Beale Street, P.O. Box 770000
San Francisco, CA 94177 San Francisco, CA 94177

Re: San Francisco’s Indication of Interest in the Acquisition of Electric
Distribution and Transmission Assets

Dear Messrs. Johnson and Vesey,

As you know, the City and County of San Francisco (the “City”) initiated intensive work
beginning in January 2019 to determine the feasibility of a potential acquisition of electric
utility assets serving San Francisco held by Pacific Gas and Electric Company (“PG&E” and
collectively with PG&E Corporation, the “Debtors”) in connection with the Debtors’ Chapter 11
bankruptcy cases. We write to inform you that, after investing additional substantial resources
since delivering our letter dated March 14, 2019 to PG&E Corporation (attached as Attachment
A), the City and its advisors have concluded their initial analysis of a potential transaction.
Based on that analysis, the City has prepared this acquisition proposal.

Accordingly, we are pleased to submit this non-binding indication of interest (“101”) to purchase
substantially all of PG&E'’s electric distribution and transmission assets needed to provide retail
electric service to all electricity customers in San Francisco (such assets collectively, as further
described below, the “Targeted Assets” and such transaction, the “Proposed Transaction”). We
submit this 10l with the support of the San Francisco Board of Supervisors (the “Board of
Supervisors”) and the San Francisco Public Utilities Commission (the “SFPUC”).

Subject to the terms and conditions described herein, the City is prepared to engage
immediately with the Debtors and its stakeholders to facilitate the negotiation, documentation,
execution and bankruptcy court approval of an acquisition transaction that we believe will be
mutually beneficial for the City’s constituents, the Debtors and their creditors, customers and
other stakeholders.

1. Rationale for the Proposed Transaction
The City is uniquely positioned to acquire the Targeted Assets and provide enhanced value to

the Debtors and their stakeholders. For over a century, the City has owned and operated its
Hetch Hetchy Power municipal retail electric utility, including its own electric generation,
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SAN FRANCISCO, CALIFORNIA 94102-4681
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transmission and distribution facilities. Hetch Hetchy Power and CleanPowerSF (San Francisco’s
Community Choice Aggregation program) supply nearly 80% of San Francisco’s electricity
needs. The SFPUC, through Hetch Hetchy Power and CleanPowerSF, has a long track record of
providing safe, reliable, affordable and sustainable electric service.

More recently, investment in distribution facilities has become an important initiative for the
SFPUC to ensure reasonable access to electric distribution services for its customers, and to
secure service for new Hetch Hetchy Power customers. Given the City’s overlapping footprint
with the Targeted Assets, the ability to integrate the Targeted Assets with the Hetch Hetchy
Power infrastructure, the City’s ability to access low-cost sources of financing and with no
obligation to provide a return on equity capital or recover income taxes in its rate structure, the
City believes that it will be able to achieve its long-held goal of providing cost-effective electric
distribution service to all customers in San Francisco, while providing substantial value to the
Debtors and their stakeholders.

The City has closely followed the Debtors’ bankruptcy cases and believes that, through the
Proposed Transaction, the City can assist PG&E in maximizing value for its stakeholders by
providing a significant cash infusion to the Debtors. The City can, with the Debtors’ cooperation,
consummate the Proposed Transaction expeditiously to facilitate the Debtors’ timely
emergence from bankruptcy, consistent with the Debtors’ articulated goals and timetable.
Importantly, the Proposed Transaction reflects a premium valuation for the Targeted Assets
due to the unique circumstances of the Debtors’ chapter 11 bankruptcy cases, and would result
in significant cash consideration that would be available to the Debtors and their stakeholders.
The City has also analyzed the potential impacts of the Proposed Transaction on PG&E'’s
remaining customers; we believe such impacts, if any, would be modest and can be mitigated in
a way that is fair to all customers. The City will continue paying its fair share of systemwide
costs.

The City also believes that the Proposed Transaction would provide meaningful benefits to the
City and its residents, including: (i) stable and competitive rates for customers throughout San
Francisco, (ii) enhanced focus on local needs, (iii) increased ability to achieve the City’s
aggressive climate action goals as well as other important local policy objectives and (iv)
additional attractive long-term career and business opportunities for local residents and
businesses.

2. Targeted Assets

The Targeted Assets would include substantially all of PG&E’s distribution assets, 230/115 kV
transformers and 115 kV transmission lines located within the City limits and certain other
assets that are needed to properly service customers in San Francisco as described more
particularly in Attachment B.

Given the unique geography of San Francisco within PG&E’s overall service territory, the City
contemplates that a physical separation of the Targeted Assets can be accomplished in a
straightforward manner. The City and its engineering and technical advisors have evaluated
various separation scenarios and the City welcomes a discussion with PG&E regarding the
disposition of specific assets and the development of a mutually acceptable separation plan
that maximizes reliability and efficiency for both San Francisco customers and PG&E’s
remaining customers.

3. Purchase Price
The City is pleased to submit an indicative purchase price for the Targeted Assets of $2.5 billion

to be paid in cash upon the closing of the Proposed Transaction. Based on the City’s key
assumptions described below, this indicative purchase price represents a 2.5x multiple of
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estimated year end 2019 rate base and more than a 35x muitiple of estimated 2019 earnings
for the Targeted Assets. The City believes that this indicative purchase price represents a very
attractive premium valuation compared to recent electric utility transactions that reflects the
unique circumstances of, and expedited timing resulting from, the Debtors’ Chapter 11
bankruptcy cases.

In addition, in connection with the Proposed Transaction and taking into account the indicative
purchase price for the Targeted Assets, the City is interested in discussing an arrangement to
implement a “buy down” of any non-bypassable charge obligations® that may be applicable to
the City’s customers in exchange for a full release of those obligations, subject to the approval
of the California Public Utilities Commission (“CPUC”). The City believes that such an
arrangement would significantly increase the sources of cash available to PG&E in connection
with the Proposed Transaction.

q, Key Assumptions

Based on an in-depth asset-by-asset analysis of the Targeted Assets conducted by the City’s
expert valuation, engineering and technical advisors, the City used several valuation
methodologies to assess the value of the Targeted Assets. The City’s proposal and the
indicative purchase price are based upon, and are subject to, a number of assumptions,
including the following key assumptions:

e Debt-Free Purchase: The Targeted Assets would be acquired free of any debt associated
with the Debtors.

e Rate Structure:

o Rate base for the Targeted Assets totaling $1.00 billion as of December 31, 2019

o Authorized capitalization structure that includes 47% long-term debt, or $470
million, as of December 31, 2019

o Netincome contribution totaling $53 million for 2019.

e Bankruptcy Matters and Timing:

o The Proposed Transaction would be undertaken as an asset sale in connection
with a confirmed plan of reorganization of the Debtors in their Chapter 11
bankruptcy cases. As an alternative, the City would also consider a Bankruptcy
Code Section 363 sale if the Debtors prefer.

o The City will not assume or otherwise be responsible for liabilities of the Debtors
arising prior to the closing of the Proposed Transaction, other than the Debtors’
executory obligations under executory contracts that the City elects for the
Debtors to assume and assign to the City in connection with the bankruptcy
cases and for which the Debtors would be responsible for any cure costs.

o The Debtors’ Plan of Reorganization will be confirmed by the bankruptcy court
no later than June 30, 2020, and the Proposed Transaction will close as soon as
all required regulatory approvals are obtained.

! For example, charges such as the Power Charge Indifference Adjustment (PCIA), DWR Bond
Charge, New System Generation Charge (NSGC), Competition Transition Charge (CTC) and new
non-bypassable charges that may arise from state legislation, but only to the extent applicable
to the City’s customers under CPUC rules and regulations implementing those charges.
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The City’s key assumptions, including its expert advisors’ estimations of the physical condition
and age of the Targeted Assets included in rate base, are based on publicly available
information. As a result, these key assumptions and the resulting indicative valuation are
subject to refinement based on further comprehensive due diligence, including an analysis of
non-public information that the Debtors would provide.

5. Financing

Financing for the Proposed Transaction is expected to include the issuance of municipal power
revenue bonds by the SFPUC. The SFPUC’s credit is well established by its issuance of power
revenue bonds in 2015. The SFPUC’s Power Enterprise, which includes Hetch Hetchy Power,
currently maintains “AA” and “AA-" credit ratings from S&P Global Ratings and Fitch Ratings,
respectively. In June 2018, San Francisco voters approved an amendment to the City’s charter
authorizing the Board of Supervisors to approve selling power revenue bonds for purposes that
include financing the acquisition of electric transmission and distribution facilities such as
contemplated in the Proposed Transaction. The City anticipates that the SFPUC’s Power
Enterprise would be expanded to include the Targeted Assets in connection with the Proposed
Acquisition.

The City has worked closely with its buy-side financial advisor, Jefferies LLC (“Jefferies”), to
evaluate financing structures. The City is confident in its ability to execute the financing based
on the revenues from the Targeted Assets, as the municipal capital markets regularly absorb
transactions of this size and the City and its various departments are frequent issuers.

6. Transaction Documentation

The Proposed Transaction will be conditioned on the negotiation of mutually agreeable
definitive documentation between PG&E and the City, including an asset purchase agreement
that contains reasonable and customary terms for acquisitions of electric utility systems and a
transition services agreement to ensure the continuous provision of safe and reliable electrical
service to San Francisco. The City and PG&E would work together to identify an appropriate
transition period and scope of transition services prior to the closing of the Proposed
Transaction and the City would endeavor to reduce the scope and length of transition services.

We also anticipate that separation of the Targeted Assets may require certain ancillary
agreements between the City and PG&E, including, for example, coordination, shared facilities
and customary utility border agreements that the parties would need to negotiate and execute
in connection with the closing of the Proposed Transaction.

7. Employees

The City intends to recruit willing PG&E employees who currently operate and maintain the
Targeted Assets. The City believes it can offer stable careers with appealing wages and benefits
that will be attractive to PG&E employees. We would seek your cooperation in the recruitment
process to ensure appropriate personnel to operate the system, while avoiding any disruption
across the balance of the PG&E system. The City has a long history of working productively
with its unionized workforce and intends to honor the successor provisions of PG&E’s collective
bargaining agreements.

8. Transaction Conditions

Entering into definitive documentation for the Proposed Transaction is conditioned upon the
following matters, to the City’s satisfaction: (i) the City’s completion of comprehensive business
and legal due diligence, which will require the assistance of the Debtors, (ii) the parties’
negotiation of definitive documentation and ancillary agreements, and (iii) the receipt of the
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City’s requisite internal approvals described below. In addition, the Proposed Transaction
would be subject to customary closing conditions, including, without limitation, receipt of a
bankruptcy court order approving the Proposed Transaction that is acceptable to the City and
required regulatory approvals.

a. Internal Approvals

As referenced above, the proposal contained in this 10l has the support of the Board of
Supervisors and the SFPUC. Entering into definitive documentation for the Proposed
Transaction would require the approval of the Board of Supervisors and the SFPUC, which can
be sought expeditiously once the definitive agreements are finalized.

b. Regulatory Approvals

We anticipate that the Proposed Transaction will require the following regulatory approvals or
clearances: (i) CPUC approval under Section 851 of the California Public Utilities Code,

(ii) Federal Energy Regulatory Commission approval under Section 203 of the Federal Power
Act, along with certain ancillary approvals, and (iii) compliance with the California
Environmental Quality Act (“CEQA”). We anticipate that the regulatory filings would be
coordinated with the bankruptcy court’s schedule to allow for filing as soon as practicable in
connection with the Debtors’ plan of reorganization and that all required regulatory approvals
and clearances would be received upon or prior to the receipt of all regulatory approvals
required for the Debtors’ plan of reorganization.

9. Due Diligence

The City and its team of advisors have created this proposal using information sourced from
public filings, including FERC, Securities Exchange Commission and other regulatory filings and
investor presentations. Access to non-public information and cooperation from the Debtors
would be required for the City to expeditiously complete its comprehensive business and legal
due diligence and finalize its valuation assumptions. If it would be helpful to PG&E to expedite
the diligence confirmation process, the City is willing to provide a comprehensive list of the due
diligence information that would be required for the City to complete its due diligence process
to move forward with the Proposed Transaction.

The City has retained multiple expert advisors that have assisted the City in conducting its initial
due diligence and submitting this 101, including:

Jefferies: buy-side financial advisor

MRW & Associates, LLC: financial feasibility advisor

NewGen Strategies and Solutions, LLC: asset appraisal advisor
Advisian / Siemens Industry, Inc.: engineering advisor

Flynn Resource Consultants Inc.: technical and regulatory advisor
Morgan, Lewis & Bockius LLP: transaction legal counsel

Orrick Herrington & Sutcliffe LLP: bond legal counsel

10. Non-Binding

This 10l represents a general statement of the City’s interest in purchasing the Targeted Assets
and does not create any legally binding obligations on the City or any of its officials,
representatives, agencies, political subdivisions, affiliates or their respective advisors. Unless
and until the parties have, among other things, completed comprehensive due diligence,
negotiated definitive transaction documentation for the Proposed Transaction, obtained
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necessary internal approvals, executed definitive transaction documentation for the Proposed
Transaction and obtained a bankruptcy court order authorizing the Proposed Transaction,
neither the City nor the Debtors shall be under any legal obligation of any kind whatsoever as to
the Proposed Transaction by virtue of this 10l. The City does not commit to any definite course
of action as to the Proposed Transaction prior to completing any required CEQA compliance.

11. Next Steps

The City appreciates your earnest consideration of this non-binding proposal. We welcome the
opportunity to discuss this proposal, together with the significant benefits that it would
provide, with appropriate representatives of the Debtors. As you know, we have a meeting
scheduled with Mr. Johnson on September 26 to discuss various matters, including the City’s
interest in the Proposed Transaction. We understand that the Debtors will be filing a proposed
plan of reorganization in short order. After reviewing the proposed plan, we may follow up
with the Debtors to provide additional analysis demonstrating how the Proposed Transaction
would enhance and could be coordinated with the proposed plan.

We have a full team, including outside legal, financial and engineering advisors and senior City
representatives, engaged and standing ready to complete the City’s comprehensive due
diligence and work expeditiously towards definitive documentation, with the assistance of
PG&E, subject to the terms and conditions described above. As noted above, with the Debtors’
prompt engagement, the City believes that it can complete its outstanding work in a timeframe
consistent with the Proposed Transaction being approved in parallel with PG&E’s anticipated
plan confirmation process, and ahead of the June 30, 2020 legislative deadline.

Any inquiries with respect to this 10! can be directed to Sean Eisbernd (415-554-6603), Chief of
Staff to Mayor Breed, or to the following contacts at Jefferies: Scott Beicke (212-336-7479),
Americas Co-Head of Power, Utilities and Infrastructure, or Simon Wirecki (310-575-5251),
Western Regional Head for Municipal Finance.

Very truly yours,

Londén N. Breed
Mayor

cc. All members Board of Supervisors
All SFPUC Commissioners
Harlan L. Kelly Jr., SFPUC General Manager
Ben Rosenfield, City Controller
Scott Beicke, Jefferies Americas Co-Head of Power, Utilities and Infrastructure
Simon Wirecki, Jefferies Western Regional Head for Municipal Finance

Jason Wells, PG&E Corporation Chief Financial Officer
Janet Loduca, PG&E Corporation Senior Vice President and General Counsel

Attachments: A. Letter to PG&E Corporation dated March 14, 2019
B. Targeted Assets
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OFFICE OF THE MAYOR OFFICE OF THE CITY ATTORNEY
SAN FRANCISCO SAN FRANCISCO
LoNDON N. BREED ' DENNIS J. HERRERA
MAYOR CiTY ATTORNEY
March 14,2019

VIA ELECTRONIC MAIL AND USPS

John R. Simon

Interim Chief Executive Officer
PG&E Corporation

77 Beale Street, P.O. Box 770000
San Francisco, CA 94177

Jason P. Wells

Senior Vice-President and Chief Financial Officer
PG&E Corporation

77 Beale Street, P.O. Box 770000

San Francisco, CA 94177

Dear Mr. Simon and Mr. Wells,

The City and County of San Francisco (the “City”) has initiated work to evaluate the cost
and feasibility of acquiring PG&E’s electric distribution facilities that serve San Francisco.
While you have probably heard public reports about this effort, we write you directly to
underscore the seriousness of our purpose and facilitate lines of communication going forward.

The analysis the City is undertaking will enable us to make an initial determination
whether such an acquisition is feasible, including whether it would benefit City taxpayers and
electric customers, produce a fair price to PG&E for these assets, and advantage PG&E’s
employees and its ratepayers outside of San Francisco. We will work with the City’s Board of
Supervisors and Public Utilities Commission to evaluate these factors. If we determine the
acquisition is feasible, we intend for the City to make a formal offer to PG&E within the coming
months as part of the bankruptcy process.

Please contact us if you would like to discuss this matter.

MM&& 4\ \h

London N. Breed, Mayor Dennis@errera,‘aty Attorney

cc:  Janet C. Loduca, Senior Vice-President and Interim General Counsel, PG&E Corporation
Members, Board of Supervisors
Members, Public Utilities Commission
Harlan Kelly, General Manager, Public Utilities Commission

1 DR. CARLTON B. GOODLETT PLACE, Rdom 200
SaN FRANCISCO, CALFORNIA 94102-4681
TELEPHONE: (415)554-6141
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Attachment B
Targeted Assets

This Attachment B provides an overview description of the assets the City
proposes to purchase from PG&E. The description provided here is not intended
to be the comprehensive list of assets to be purchased that would be included in
a final purchase and sale agreement. Subject to due diligence and discussions
with PG&E, some assets described here may not be included, and other assets
may be added to a binding pricing and a final purchase and sale agreement.

Broadly, the City is proposing to purchase substantially all of PG&E’s transmission
and distribution assets that are necessary for the City to provide safe and reliable
retail electric service to all electricity customers in San Francisco.

These assets are currently anticipated to include:

i. All of PG&E’s distribution assets within San Francisco, including
distribution-level substations, metering, customer-level interconnections,
and related facilities, as needed for operational control.

ii. PG&E’s 115 kV transmission assets within San Francisco, and PG&E’s 230
kV to 115 kV transformers, as needed for operational control. (This
excludes PG&E’s 230 kV transmission lines, and 230 kV busses at a) the
Embarcadero Substation, b) Martin Substation and c) Potrero Substation.).

iii. A portion of the Martin substation or interconnections to the Martin
substation to enable the City to control all 115 kV and 12 kV power flows
from Martin into San Francisco, and a lease agreement for a portion of the
Martin substation in which City equipment is located, as needed for
operational control.

iv.  An option to purchase the open bay position planned at PG&E'’s proposed
Egbert Switching Station, as needed for operational control.

The City’s proposal also includes related assets, materials, records and other
items, as required for safe and reliable service to customers and safe and reliable
operation of the assets above, including:
a. Other systems and equipment such as meters, relays, SCADA,
transformers, rolling stock, telecommunication and control center
equipment, and spares; support systems, standards, AMR facilities,
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distribution system model data, system maps and diagrams, records, and
all similar items required to operate the assets.

b. All of PG&E’s reliability, safety, operating, maintenance and capital
improvement records for the assets that are purchased.

c. PG&E’s operating and maintenance facilities (for communications, SCADA,
security, control and emergency response), service yards, warehouses; ;
customer service and call center; and other facilities; all as located in San
Francisco, and as necessary for safe and reliable operation and
maintenance of the assets described above.

d. PG&E’s customer service, metering and billing records, including program
and service agreements, dispute notices, outstanding complaints, and
similar customer-related information.

e. PG&E-owned land, easements, rights-of-way, lease agreements, and other
land-related agreements (or appropriate new lease or other agreements
between San Francisco and PG&E) necessary for safe and reliable
operation and maintenance of the assets described above.

f. PG&E-owned streetlights and similar unmetered facilities in San Francisco.

The City’s proposal excludes all PG&E land and facilities related to its “General
Office” operations in San Francisco, i.e., those facilities related to PG&E’s San
Francisco headquarters, and excludes all land and facilities related to PG&E’s
natural gas operations and services.!

Asset Purchase Alternatives

While not incorporated into the City’s indicative price proposal, the City is open to
discussing alternative permutations of the asset grouping described above, such
as (but not limited to):

e Purchase of all of the high-voltage transmission assets in San Francisco,
including the high-voltage lines excluded above;

e Modifications of the interconnections at the Martin substation allowing for
PG&E to maintain ownership of many of the assets at the Martin
substation, to ensure reliability and/or accelerate transfer of customers
from PG&E to the City;

! PG&E has gas and electric facilities (materials, service vehicles, construction equipment, etc.) co-located at 18t
and Harrison Street and related blocks. This proposal assumes mutually-acceptable arrangements to allow the City
to utilize this facility.
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e Other alternatives that would add value, accelerate transfer, and/or ensure
continued safe and reliable service for both PG&E’s and the City’s
customers.
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SOUTH SAN JOAQUIN
IRRIGATION DISTRICT

FOR IMMEDIATE RELEASE

Media Contact: Peter Rietkerk, General Manager
Office: 209-249-4645

Cell: 209-679-8005

www.ssjid.com

September 3, 2019

SSJID Renews $116M Offer to Acquire PG&E Assets

MANTECA, Calif. -- The South San Joaquin Irrigation District (SSJID) has submitted an offer to buy electric assets
from Pacific Gas & Electric (PG&E) in the utility company’s ongoing federal bankruptcy proceeding.

The $116 million offer would provide additional cash to creditors and other claimants who expect to suffer
losses in the PG&E bankruptcy. SSJID’s offer is part of a new phase of the irrigation district’s 15-year effort to
provide locally owned retail electric service. SSJID’s renewed offer is similar to what the district proposed and
PG&E rejected in 2016. SSJID has recently validated that the offer still represents fair market value for PG&E’s
property.

After PG&E rejected SSJID’s 2016 purchase offer, the irrigation district filed a court action to acquire PG&E’s
local electric grid through exercise of SSJID’s eminent domain powers. PG&E and SSJID currently have two active
court cases that are in limbo due to PG&E’s bankruptcy. The court cases are just two examples of PG&E’s
ongoing opposition to SSJID’s efforts.

“Our offer creates a path toward resolving ongoing litigation between SSJID and PG&E, provides capital to
support PG&E and help it fund payment of creditors and wildfire claims in the bankruptcy, and advances SSJID’s
decades-long project,” said Peter Rietkerk, SSJID’s general manager. “We look forward to the opportunity to
negotiate in good faith with PG&E and work with other claimants involved in the bankruptcy case.”

Since 2004, SSJID has sought to provide safe and reliable retail electric service in a transparent, responsive and
accountable manner, at a 15% cost savings over PG&E, to the approximately 40,000 electrical customers in and
around the communities of Manteca, Ripon and Escalon. Recently, these communities renewed their support
for SSJID’s project in a joint letter to Gov. Gavin Newsom.

###
The South San Joaquin Irrigation District (SSJID) was established in 1909 and is headquartered in Manteca. SSJID provides
agricultural irrigation water to about 56,000 acres surrounding Escalon, Ripon and Manteca, and wholesale drinking water to

more than 193,000 residents in Manteca, Lathrop, Tracy and, in the future, Escalon. SSJID, along with Oakdale Irrigation



District, owns and operates the Tri-Dam Project, a series of storage reservoirs and generation facilities that produce zero-

carbon hydropower in the Stanislaus River watershed. Learn more at www.ssjid.com.
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