Lisa Laanisto
Director, Compensation

77 Beale Street
San Francisco, CA 94105

March 14, 2022
Ms. Caroline Thomas Jacobs
Director, Office of Energy Infrastructure Safety
715 P Street, 20th Floor
Sacramento, California 95814
Re:

Request for Approval of 2022 Executive Compensation Structure

Dear Director Thomas Jacobs:
Pacific Gas and Electric Company (“PG&E”) is submitting herewith information
regarding its 2022 executive compensation structure. PG&E’s submission demonstrates that the
structure complies with the requirements of Assembly Bill (“AB”) 1054 as codified in Public
Utilities Code § 8389(e)(4) and (e)(6). PG&E formally requests that the Office of Energy
Infrastructure Safety (“Energy Safety”) approve the 2022 structure pursuant to Public Utilities
Code § 8389(e)(6)(B).
PG&E also submits this cover letter to address two additional topics specific to executive
compensation: (i) how PG&E construes “executive officer” as used in AB 1054; and (ii) the
manner in which PG&E’s executive compensation structure satisfies certain requirements of the
California Public Utilities Commission’s (“Commission”) June 1, 2020 Decision Approving [the
Chapter 11] Reorganization Plan of PG&E and PG&E Corporation (D.20-05-053).
Scope of the Term “Executive Officer”
AB 1054 incorporates the definition of “executive officer” in Public Utilities Code
§ 451.5, 1 which is: “any person who performs policy making functions and is employed by the
public utility subject to the approval of the board of directors, and includes the president,
secretary, treasurer, and any vice president in charge of a principal business unit, division, or
function of the public utility.” PG&E construes this definition to require, among other things,
that the officer “perform[] policy making functions” before the officer qualifies as an “executive
officer,” regardless of whether the officer bears one of the titles listed (e.g., secretary or
treasurer). Accordingly, PG&E has not included in the attached filing information about the
compensation of its corporate Secretary and Treasurer, because at PG&E, these individuals do
not “perform[] policy making functions.”

1

See Pub. Util. Code § 8389(e)(4), (e)(6)(A).
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This reading is consistent with background principles of California corporate law and
guidance provided by Energy Safety. As explained by another California utility,2 the three
positions listed in § 451.5 reflect repealed corporate law provisions that previously required
California corporations to have as officers at least a president, a secretary, a treasurer, and a vice
president. 3 With only four officer positions, each one would tend to have a policy-making
function. That is no longer the case under current California law, and many corporations, PG&E
included, have significantly more than four officers.
Energy Safety’s required Information Template for 2022 executive compensation
submissions reflects this reading of the statute. Energy Safety requires utilities to list in the
template their three top tiers of officers (by position), and then, for any officer the utility deems
not to be an “executive officer,” explain why not. OEIS gave hypothetical examples in the
template, and notably, listed “Executive Secretary” and “Treasurer” as examples, with the
rationale, “[Company] has excluded [this individual] as this individual does not perform policy
making functions and is not subject to approval of the board of directors.” 4
PG&E agrees that this is consistent with the statutory definition of “executive officer,”
and with the statute’s focus on whether the individual “performs policy making functions.”
Because PG&E’s corporate Secretary and Treasurer do not perform policy making functions,
their compensation information is not contained in the attached submission.
The Requirements of D.20-05-053
D.20-05-053 adopted, in part and with modifications, the executive compensationrelated proposals contained in a February 18, 2020 Assigned Commissioner’s Ruling in the
proceeding regarding PG&E’s and PG&E Corporation’s Chapter 11 Plan of Reorganization (the
“POR OII”). Energy Safety has directed “PG&E [to] note in its submission how it is addressing
the[se] various additional requirements.” 5 Because Energy Safety’s required Information
Template for executive compensation submissions does not contain a section relating to these
additional requirements, PG&E provides this information below:
Public Disclosure: D.20-05-053 requires “[p]ublicly disclosed compensation
arrangements for executives.” 6 PG&E complies with this requirement in numerous ways:

2

See October 15, 2021 Letter from Southern California Edison Company to Energy Safety, at 4.

Corporations Code § 821 (repealed). This statute was replaced by Corporations Code § 312, which
requires a chief financial officer instead of a treasurer. PG&E’s Chief Financial Officer is an executive
officer and is encompassed by PG&E’s 2022 executive compensation submission.
3

Office of Energy Infrastructure Safety, Executive Compensation Structure Submission Guidelines, at 15
(Feb. 14, 2022).

4

Office of Energy Infrastructure Safety, Executive Compensation Structure Submission Guidelines, at 8
(Feb. 14, 2022).

5

6

D.20-05-053 at 88.
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•

On June 25, 2020, PG&E’s Board of Directors adopted a Policy Statement
providing in part: “It is the policy of this Board that compensation provided to
executive officers (as defined in Public Utilities Code §§ 451.5 and 8389(e)) . . .
shall comply with the following: . . . Compensation arrangements for executives
must be publicly disclosed.” 7

•

PG&E annually provides detailed disclosures regarding executive compensation
in PG&E’s and PG&E Corporation’s joint proxy statements. 8 The proxy
statements are publicly available on the websites of PG&E Corporation, the
Securities and Exchange Commission, and other organizations.

•

PG&E annually files detailed reports regarding compensation for officers
(including executive officers) who annually earn $250,000 or more pursuant to
the Commission’s General Order 77-M. These reports are publicly available on
the Commission’s website.

•

PG&E annually provides detailed information about its executive compensation
structure to Energy Safety, including in the current filing. “Energy Safety . . .
post[s] each electrical corporation’s [executive compensation approval request]
and supporting documentation to its website . . . .” 9

Annual Reporting: D.20-05-053 requires “[a]nnual reporting of awards to the CPUC
through a Tier 1 advice letter compliance filing.” 10 The PG&E Board’s June 25, 2020 Policy
Statement implemented this requirement by providing that “[t]he Utility shall provide annual
reporting of awards to the Commission through a Tier 1 advice letter compliance filing.” 11
PG&E filed the first such advice letter on April 9, 2021 (reporting on executive compensation
awards for 2020), and supplemented it on April 30, 2021. 12 PG&E anticipates submitting its
next such advice letter in approximately April 2022 (reporting on awards for 2021).
Written Compensation Agreements: D.20-05-053 requires “[w]ritten compensation
agreements for executives.” 13 As PG&E stated in the POR OII, 14 PG&E understands this
requirement to connote the written shareholder-approved 2021 Long-Term Incentive Plan
Policy Statement of the Board of Directors of PG&E Regarding Executive Compensation Following
Emergence from Chapter 11 (“June 25, 2020 Policy Statement”).

7

8

See, e.g., PG&E Corporation and PG&E 2021 Joint Proxy Statement at 37-87 (Apr. 8, 2021).

Office of Energy Infrastructure Safety, Executive Compensation Structure Submission Guidelines, at 9
(Feb. 14, 2022).

9

10

D.20-05-053 at 88.

11

June 25, 2020 Policy Statement.

12

See Advice Letter 4419-G/6157-E.

13

D.20-05-053 at 88.

See PG&E’s Post-Hearing Brief and Comments on Assigned Commissioner’s Proposals, filed Mar. 13,
2020 in I.19-09-016, at 164.
14
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(“LTIP”) (under which equity-based long-term incentive compensation is provided to PG&E
executive officers), written award contracts for awards provided under the LTIP (which are used
for PG&E executive officers), and public disclosure of the terms, features, and results of
PG&E’s compensation programs (which are provided as set forth above). Additionally, on
January 19, 2022, the People and Compensation Committee of the PG&E Corporation Board of
Directors adopted the PG&E Corporation Short-Term Incentive Plan (the “STIP”), under which
officers and employees of PG&E and PG&E Corporation and their subsidiaries are eligible to
receive incentive-based cash compensation based on selected metrics that are designed to align
their interests with those of PG&E and PG&E Corporation. PG&E generally does not have
written employment contracts with its executive officers more broadly, and stated without
objection in the POR OII that it does not support a requirement of using such contracts. 15 The
PG&E Board’s June 25, 2020 Policy Statement reiterates that “[t]he Utility shall have written
compensation agreements for executives,” “[c]onsistent with the Utility’s written submissions to
the Commission in the proceeding that culminated in the Decision Approving Reorganization
Plan of [PG&E] and PG&E Corporation (D.20-05-053).” 16
Annual Review: D.20-05-053 requires “[a]nnual review of awards by an independent
consultant.” 17 The PG&E Corporation Board of Directors’ People and Compensation
Committee—which advises the PG&E Board regarding executive compensation matters—uses a
nationally recognized independent compensation consultant, Meridian Compensation Partners,
LLC, to review awards for compliance with AB 1054, with D.20-05-053, and with best
practices. 18
Guaranteed Cash Compensation Within Industry Norms: D.20-05-053 requires that
“[g]uaranteed cash compensation as a percentage of total compensation . . . not exceed industry
norms.” 19 The People and Compensation Committee uses its independent consultant to help
ensure that cash compensation as a percentage of total compensation does not exceed industry
norms. The PG&E Board’s June 25, 2020 Policy Statement further formalizes that “[g]uaranteed
cash compensation as a percentage of total compensation shall not exceed industry norms.” 20
Safety Metrics: D.20-05-053 requires “[b]asing a significant component of long-term
incentive compensation on safety performance, as measured by a relevant subset of by [sic] the
Safety and Operational Metrics to be developed, as well as customer satisfaction, engagement,
15

See id.

16

June 25, 2020 Policy Statement.

17

D.20-05-053 at 88.

The Assigned Commissioner’s Ruling in the POR OII additionally had proposed that “PG&E . . . retain
a nationally recognized independent consultant to help ensure its executive compensation plans meet the
requirements of AB 1054.” (Assigned Commissioner’s Ruling and Proposals, filed Feb. 28, 2020 in I.1909-016, at 9.) D.20-05-053 did not adopt this requirement. Further, PG&E believes that, in general, it
would be wasteful to have two separate consultants—one retained by PG&E, and another by the People
and Compensation Committee—to review the exact same executive compensation structure.
18

19

D.20-05-053 at 88.

20

June 25, 2020 Policy Statement.
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Electric 911 Emergency Response
(component of Respond to Emergencies
Index metric in the STIP)

Electric Emergency Response Time

Gas Emergency Response (component of
Respond to Emergencies Index metric in
the STIP)

Time to Respond On-Site to Emergency
Notification

System Average Interruption Duration
Index (LTIP metric)

System Average Interruption Duration
Index (Unplanned)

Gas Emergency Response Time

Deferral of Equity Awards: D.20-05-053 requires “[h]olding or deferring the majority
or super-majority of incentive compensation, in the form of equity awards, for at least 3 years.” 26
As noted in PG&E’s submission, long-term incentive compensation for PG&E’s executive
officers for 2022 consists of performance share awards, and all such awards are subject to a
three-year hold. Additionally, the PG&E Board’s June 25, 2020 Policy Statement requires that
(i) “a significant portion of compensation, which may take the form of grants of PG&E
Corporation common stock, [be] based on the Utility’s long-term performance and value, with
such compensation held or deferred for a period of at least three years”; and (ii) “[t]he majority
or super-majority of incentive compensation, in the form of equity awards must be held or
deferred for at least three years.” 27
Severance Policy: D.20-05-053 provides: “Executive officer compensation policies will
include provisions that allow for restrictions, limitations, and cancellations of severance
payments in the event of any felony criminal conviction related to public health and safety or
financial misconduct by the reorganized PG&E, for executive officers serving at the time of the
underlying conduct that led to the conviction. Implementation of this policy should take into
account PG&E’s need to attract and retain highly qualified executive officers.” 28 The Board’s
June 25, 2020 Policy Statement required PG&E’s executive compensation severance policy to
include such provisions. Thereafter, on September 24, 2020, the PG&E Corporation
Compensation Committee approved amendments to the PG&E Corporation 2012 Officer
Severance Policy (which applies to executive officers of PG&E). Under the amended policy, the
Board has the right to restrict, limit, cancel, reduce, or require forfeiture of certain payments or
benefits to executive officers in the event of, among other things, a felony conviction of PG&E
related to public health and safety or financial misconduct by PG&E following its emergence
from Chapter 11 (a “Company Conviction”), provided that such executive officer was serving as
an executive officer at the time of the underlying conduct that led to the conviction. 29 Also,
under the amended policy, PG&E may recoup or require reimbursement or repayment of rights,
payments, and benefits under the policy from PG&E executive officers in the event such
26

D.20-05-053 at 88.

27

June 25, 2020 Policy Statement.

28

D.20-05-053 at 89.

29

See PG&E Corporation and PG&E Form 8-K (Sept. 22, 2020).
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executive officers engaged in misconduct that materially contributed to some of the actions or
omissions on which the Company Conviction is based. 30
Presumption of Withholding: D.20-05-053 imposes “[a] presumption that a material
portion of executive incentive compensation shall be withheld if . . . PG&E is the ignition source
of a catastrophic wildfire, unless the Commission determines that it would be inappropriate
based on the conduct of the utility.” 31 The Decision clarifies who bears responsibility for
applying the presumption, as follows: “PG&E . . . make[s] the initial determination as to whether
PG&E ha[s] caused a catastrophic event that warrants reduction or elimination of incentive
compensation, [and] that . . . decision [is] subject to Commission review and modification.” 32
PG&E implemented this portion of D.20-05-053 in the Board’s June 25, 2020 Policy Statement,
which provides in part: “There shall be a presumption that a material portion of executive
incentive compensation shall be withheld if the Utility is the ignition source of a catastrophic
wildfire, subject to any decision by the Board that such withholding would be inappropriate
based on the conduct of the Utility. Any such determination by the Board shall be subject to
Commission review and modification.” 33
2022:

PG&E provides the following information regarding actions taken in early 2021 and early

Actions in Early 2021: Following the September 2020 Zogg Fire, and prior to the
California Department of Forestry and Fire Protection’s (“Cal Fire”) announcement that it had
determined the cause thereof, in February 2021, the PG&E Corporation Board of Directors’
Compensation Committee considered whether to exercise its discretion to materially reduce
officer incentive compensation payouts for the 2020 STIP performance year and the 2018 LTIP
performance period ending in December 2020. The Committee considered with management the
totality of circumstances over the course of 2020, including but not limited to the possibility that
PG&E assets were the ignition source of the Zogg Fire (which resulted in four public fatalities
and property damage), PG&E’s overall public and workforce safety (which included five
fatalities from PG&E and contractor workforces), compliance fines levied against PG&E by
regulators, and reports provided to the Board by PG&E’s Federal Monitor on PG&E’s
operational and safety performance. The Committee also consulted with independent
compensation consultants and outside counsel to review the range of actions taken by other
utilities in comparable circumstances.
Based on the totality of the circumstances and management’s recommendation, and after
extensive consideration, the Committee determined to exercise its discretion to materially reduce
incentive compensation paid to all PG&E officers—both executive and non-executive—for the
2020 STIP performance year and the 2018 LTIP performance period ending in December 2020.
Specifically, the Committee applied negative discretion to results of both short- and long-term
30

See id.

31

D.20-05-053 at 88.

32

Id. at 92.

33

June 25, 2020 Policy Statement.
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incentives that resulted in a reduction of incentive compensation, in the form of 2018 LTIP
performance share payments and 2020 STIP payments, to executive and non-executive officers
for 2020, by an average of 58% from target for those elements of incentives. The Committee
achieved this reduction through the following means:
•

For the 2018 LTIP awards, 35% of the total LTIP award value granted in 2018
consisted of performance share awards payable based on achievement of
performance metrics, with a three-year performance period ending in 2020. For
these performance share awards, operational performance and financial results
combined to produce a formulaic result on the metrics for the period ending in
2020 of 72% of target. The Committee exercised its discretion to reduce this
figure to zero, resulting in no payout for 2018 performance shares.

•

Under the 2020 STIP, operational performance and financial results combined to
produce a formulaic result on the STIP’s performance metrics of 74.6% of target.
The Committee exercised its discretion to further reduce 2020 STIP payouts to
65% of target.

At the time the Board elected to exercise this negative discretion, the Board had not made
any determination that a presumption of withholding of a material portion of executive officer
incentive compensation pursuant to D.20-05-053 should apply, or that the factual predicates for
any such presumption existed. Nevertheless, the Board intended that, to the extent such
withholding was required by D.20-05-053, such reduction in STIP and LTIP payouts shall satisfy
such requirement.
As noted, on April 9, 2021, PG&E submitted a Tier 1 Advice Letter compliance filing to
the Commission in accordance with a requirement of D.20-05-053. PG&E included the
foregoing information in that filing.
Actions in Early 2022: In February 2022, the PG&E Corporation People and
Compensation Committee considered whether to exercise its discretion to materially reduce
executive officer incentive compensation payouts for the 2021 STIP performance year and the
LTIP’s three-year performance period ending in December 2023. 34 The Committee considered
with management the totality of circumstances over the course of 2021, including but not limited
to the possibility that PG&E assets were the ignition source of the Dixie, Blue and Fly fires,
PG&E’s overall public and workforce safety (which included three fatalities from contractor
workforces and one public fatality), and PG&E’s entry into Step 1 of the Commission’s
Enhanced Oversight and Enforcement Process in connection with its risk prioritization of
vegetation management work. The Committee also considered available facts about the Dixie
Fire, and the extent to which facts about the Dixie Fire are not yet fully available and/or are
subject to ongoing review and discovery.

LTIP awards were not granted to executive officers in 2019 on account of PG&E’s then-pending
Chapter 11 proceedings, and accordingly, there was no LTIP performance period ending in 2021.
34
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The Committee determined to exercise its discretion to reduce short-term incentive
compensation paid in 2022 to all eligible employees by 25% for the 2021 STIP performance
year. In addition, the short-term incentive payment was further reduced for all PG&E executive
officers, which resulted in a reduction of short-term incentive compensation by an average of
40% from the otherwise applicable results for executive officers.
At the time the Board elected to exercise this negative discretion, the Board did not make
any determination that a presumption of withholding of a material portion of executive officer
incentive compensation pursuant to D.20-05-053 should apply, or that the factual predicates for
any such presumption existed. Nevertheless, the Board intended that, to the extent such
withholding was required by D.20-05-053, such reduction in STIP payouts shall satisfy, in part,
such requirement.
The Committee also recognized that LTIP performance share awards for 2021 will not be
paid out, as applicable, until after December 31, 2023 (the end of the three-year performance
period for performance shares granted in 2021). The Committee considered that an adjustment
to such performance share payouts could be used to satisfy D.20-05-053’s requirement to
withhold a “material portion” of executive officer incentive compensation (if applicable). The
Committee recognized that it has the ability and discretion at any time prior to such payouts to
determine that reducing such payouts would be appropriate, or, alternatively, would not be
appropriate. The Committee determined to address the issues after appropriate factual reviews
regarding the Dixie Fire are complete (or such other time as the Committee determines in its
discretion), and prior to PG&E making 2021 performance share payouts to PG&E executive
officers.
* * *
PG&E believes that the foregoing, combined with its submission attached hereto,
demonstrates that its 2022 executive compensation structure complies with the requirements of
AB 1054 and D.20-05-053. PG&E respectfully requests Energy Safety’s approval of the
structure pursuant to Public Utilities Code § 8389(e)(6)(B). If PG&E can provide any additional
information that would be helpful, please do not hesitate to contact Wade Greenacre at
Wade.Greenacre@pge.com.
Sincerely,
/s/
Lisa Laanisto
Director, Compensation
Pacific Gas & Electric Company
Attachment A: 2022 Executive Compensation Information Template
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PACIFIC GAS AND ELECTRIC COMPANY
AT TACHMENT 1
2022 EXECUTIVE COMPENSATION
INFORMATION TEMPLATE

Pub. Util. Code § 8389(e)(4): Sections 1-4

To aid Energy Safety in assessing compliance with Pub. Util. Code § 8389(e)(4), electrical
corporations must complete Sections 1-4 below for all executive officers as defined in Pub.
Util. Code § 451.5(c).

Section 1: Incentive Compensation Components

Rationale: Pub. Util. Code § 8389(e)(4) requires that electrical corporations’ executive
incentive compensation structures include “incentive compensation based on meeting
performance metrics that are measurable and enforceable, for all executive officers... .” To
evaluate an electrical corporation’s compliance with this requirement, Energy Safety needs
to know: (a) who are the electrical corporation’s executive officers and (b) what incentive
compensation structure exists.
Definition: “Executive officer” is defined in Pub. Util. Code § 451.5(c) and “means any person
who performs policy making functions and is employed by the public utility subject to the
approval of the board of directors, and includes the president, secretary, treasurer, and any
vice president in charge of a principal business unit, division, or function of the public utility.”
Energy Safety considers divisions or units responsible for electrical operations, gas
operations or wildfire-related functions principal business units, divisions or functions of the
public utility.
Instructions: In Table 1.1, for each executive officer subject to the executive compensation
filing requirements, provide the executive title and function, the executive name (if the
executive is classified as an Officer of the Company per the Company’s website), the target
percentage of Short-Term Incentives (STIP) and Long-Term Incentives (LTIP) as a proportion
of Total Incentive Compensation (TIC) for the appropriate 2022 filing year. See the definition
of the proceeding terms in Attachment 2.
For purposes of calculating the percentage of TIC, use the grant value of the compensation as
determined for accounting purposes. Grant value is the value that is disclosed in proxy
statement summary compensation tables for executive officers who are proxy officers.
Percentages must be specified for each executive officer and not a range for various position
levels.

Section 2: Executive Officer Exclusion Rationale
Rationale: Pub. Util. Code § 8389(e)(4) requires that electrical corporations’ executive
incentive compensation structures include “incentive compensation based on meeting
performance metrics that are measurable and enforceable, for all executive officers... .” To
ensure incentive compensation is used for all executive officers, Energy Safety must
understand why certain top-level officials do not fit within the definition of “executive
officers” as defined in Pub. Util. Code § 451.5(c).
Instructions: For the purpose of completing Table 2.1, include all the positions of the highest
three tiers of the executives or officers of the electrical corporation that do not fit within the
definition of “executive officers” as defined in Pub. Util. Code § 451.5(c). For those positions,
provide a simple explanation regarding why the executives holding those positions are not
considered “executive officers” as set forth in Pub. Util. Code § 451.5(c). Examples:
•

This position does not perform policy making functions.

•

This position is not employed by the public utility.

•

This position is not subject to approval of the board of directors.

Section 3: Short-Term Incentive Program (STIP)

Rationale: Pub. Util. Code § 8389(e)(4) requires that electrical corporations’ executive
incentive compensation structures are “structured to promote safety as a priority and to
ensure public safety and utility financial stability with performance metrics, including
incentive compensation based on meeting performance metrics that are measurable and
enforceable, for all executive officers... .” To ensure that the executive compensation
structure for electrical corporation executive officers is structured to promote safety as a
priority and ensure public safety and utility financial stability, Energy Safety must have an indepth understanding of:
•

The performance-based components of an executive compensation structure.

•

How that structure is promoting safety.

•

How effective metrics are in changing safety and financial outcomes.

•

How adjustments to metrics are tied to performance.

Instructions: The STIP includes all performance-based compensation awarded on a
performance term of less than three years. If the electrical corporation uses more than one
short-term incentive mechanism, repeat this information for each mechanism (e.g., Quarterly
and Annually).

Section 3a: STIP Structure

Instructions: Provide the requested 2022 STIP information regarding payment type, triggers,
deductions, the use of performance individual performance modifiers, the use of company
performance modifiers, the use of thresholds, targets, and maximums and the associated
percentages, and how performance between categories is interpolated.
i) STIP Payment Type (check one):
Cash: ☒

Other: ☐

If other, please describe:
N/A
ii) Use of Any Performance Triggers
Does the electrical corporation’s 2022 STIP use any performance triggers (e.g., must
achieve annual earnings per share of at least XYZ before any STIP payments are
made)? Check one:
Yes:

☐

No: ☒

If “Yes”, please describe any performance triggers:
N/A
iii) Use of Any Automatic Deductions
Does the electrical corporation’s 2022 STIP have any automatic deductions (e.g.,
failure to achieve WMP targets results in X% reduction, catastrophic wildfire results
in zeroing out all safety metrics)? Check one:
Yes:

☐

No: ☒

If “Yes”, please describe all automatic deductions:
N/A
iv) Use of a Performance Range - 2021
Were the 2021 STIP payouts based on a performance range (i.e., below
minimum/threshold, minimum/threshold, target, maximum)? Check one:
Yes:

☒

No: ☐

Did the electrical corporation use one range for all 2021 STIP metrics or differing
ranges based on the category of metric)? Check one:
One range for all metrics:

☒

Multiple ranges: ☐

Describe the interpolation method between categories (e.g., straight line):
The interpolation method used is straight line.
v) Use of a Performance Range - 2022
Do the 2022 STIP payouts include a performance range (i.e., below
minimum/threshold, minimum/threshold, target, maximum)? Check one:
Yes:

☒

No: ☐

Is the electrical corporation using one range for all 2022 STIP metrics or differing
ranges based on the category of metric)? Check one:
One range for all metrics:

☐

Multiple ranges: ☒

Describe the interpolation method between categories (e.g., straight line):
The interpolation method used is straight line.
vi) Use of Performance Modifiers
Does the electrical corporation’s STIP involve the use of any of the following types of
performance modifiers? If so, please describe.
Individual Performance Modifier:
Yes:

☒

No: ☐

If Yes, Describe and Quantify for Each Individual:
Potential adjustment to STIP payment based on individual performance results.
Payment could be as low as zero but not to exceed 200% of targe for any one
participant.
Company Performance Modifier:
Yes:

☐

No: ☒

If Yes, Describe and Quantify:
N/A
Board Discretion:
Yes:

☒

No: ☐

If Yes, Describe and Quantify:
The PG&E Corporation People and Compensation Committee retains full discretion to
adjust the formula or final score, including to zero, for any or all STIP payments. As
part of evaluating exercising discretion, the Committee will take into consideration,
without limitation, public, employee, and contractor safety.

Section 3e: STIP Changes

Instructions: Describe any changes between 2021 and 2022 in terms of STIP eligibility,
structure, modifiers, metrics (including changes to minimum/threshold, target and maximum
performance values), weightings and definitions. Explain the reason for the change(s).
PG&E has made a number of changes that align the STIP program design more closely with
PG&E’s Wildfire Mitigation Plan (“WMP”), to adhere to a requirement of the California Public
Utilities Commission’s (“CPUC”) Order Approving [the] Reorganization Plan of PG&E and
PG&E Corporation (the “POR Decision”), and to reflect the spirit of Assembly Bill (“AB 1054”)
by robustly promoting safety.
Increased Weighting to Wildfire Safety and WMP Commitments: PG&E’s 2022 STIP program
design is weighted 70% to safety (based on the Metric Categories and Subcategories specified
in Attachment 3 to Energy Safety’s 2022 Executive Compensation Structure Submission
Guidelines). This includes a 40% weighting for wildfire safety, as follows:
•

Wildfire Risk Reduction – 15%

•

Reportable Fire Ignitions – 5%

•

Quality Pass Rate – 5%

•

Core Commitments Completion – 15%

Although the Wildfire Risk Reduction metric has been carried over from 2021, Reportable Fire
Ignitions, Quality Pass Rate, and Core Commitments Completion are new for 2022. Adding
these metrics doubles the STIP’s weighting for wildfire-related safety metrics from 20% in
2021 to 40% in 2022 (not counting metrics relating to electric 911 emergency response time).
Additionally, Quality Pass Rate and Core Commitments Completion correspond to PG&E’s
WMP, and therefore align with Energy Safety’s statement in approving PG&E’s 2021 executive
compensation structure that “PG&E must do more work to align executive compensation
metrics to those used in the Wildfire Mitigation Plan[].” 12 Quality Pass Rate consists of four
equally weighted components that track the quality of four core WMP programs, as measured
by percentages of transmission and distribution inspections performed in High Fire Threat
Districts (“HFTD”) that pass field quality verification reviews, the percentage of enhanced
vegetation management work that passes such reviews, and the percentage of routine
vegetation management work in HFTDs that passes such reviews. 13 Similarly, Core
Commitments Completion measures timely completion of commitments in the WMP relating
12

October 19, 2021 Letter from Office of Energy Infrastructure Safety to PG&E.

13

See Table 3d.1 above.

to transmission, distribution, and substation inspections, replacement of non-exempt
expulsion fuses, and distribution sectionalization devices. 14
In short, these changes significantly increase the STIP’s weighting toward wildfire safety, and
adhere to Energy Safety’s statement that “PG&E must do more work to align executive
compensation metrics to those used in the Wildfire Mitigation Plans and continue developing
its executive compensation structure to reflect the spirit of [AB 1054] and promote safety as a
priority.” 15
Compliance with POR Decision re Safety and Operational Metrics: The POR Decision imposed
the following requirement, which at the time was a future requirement: “[PG&E should] bas[e]
a significant component of long-term incentive compensation on safety performance, as
measured by a relevant subset of . . . Safety and Operational Metrics to be developed . . . .” 16
The CPUC approved such Safety and Operational Metrics (“SOMS”) on November 9, 2021. 17
PG&E’s 2022 STIP program design aligns with the POR Decision’s requirement by including
numerous metrics that are identical or similar to CPUC-approved SOMS. These metrics are
shown in the following chart, with an asterisk denoting a metric that was not used in 2021
and has been added for 2022:

14

See id.

15

October 19, 2021 Letter from Office of Energy Infrastructure Safety to PG&E.

16

D.20-05-053 at 88 (emphasis added).

17

See Decision Addressing Phase I, Track 1 and 2 Issues, D.21-11-009 (“SOMS Decision”), in Order Instituting
Rulemaking to Further Develop a Risk-Based Decision-Making Framework for Electric and Gas Utilities,
R.20-07-013.

•

PG&E has adopted a new safety-related Respond to Emergencies Index metric that
includes components for Gas Emergency Response and Electric 911 Emergency
Response. This is not so much a substantive change as it is a restructuring, in that
these components were freestanding metrics in 2021.

•

PG&E has refined its Customer Experiencing Multiple Interruptions (“CEMI”) metric.
For 2022, PG&E is using a metric called CEMI-5 + CEMI-10, which pertains to the
percentage of customers who experience five or more sustained outages, and the
percentage of customers who experience 10 or more sustained outages. For 2021,
PG&E had used a CEMI metric that encompassed only the former.

•

Corresponding to PG&E’s adoption of new metrics for 2022, PG&E has omitted certain
metrics that were used in 2021, namely, Wires Down Events Due to Equipment Failure;
Large Overpressure Events; Days Away, Restricted and Transferred Rate; SIF
Investigation Timeliness; SIF Corrective Action Timeliness; and Average Speed of
Answer for Emergencies. With PG&E’s adoption of new metrics and omission of these
2021 metrics, there necessarily were changes in some weightings (including, as noted,
a doubling of weighting for wildfire safety-related metrics). PG&E Corporation’s
People and Compensation Committee determined to make all of these changes in the
exercise of its business judgment based on a range of considerations, including a
desire to avoid splintering incentives across an unduly large number of metrics, and a
desire to ensure that the STIP program design aligns with the letter and spirit of
AB 1054 by, among other things, robustly promoting public safety.

•

PG&E has changed the performance milestones (threshold, target, and maximum) for
various metrics used in 2021 that continue to be used in 2022. PG&E Corporation’s
People and Compensation Committee approved the 2022 milestones in the exercise of
its business judgment based on a range of considerations, including actual 2021
performance and a desire to promote continual improvement from year to year.

Notes/Context:
The SDOC metric was first included as a STIP metric for the 2020 plan year. No historical
data for 2017-2019 is available.
The Quality Pass Rate is a new STIP metric for the 2022 plan year. No historical data for
2017 to 2020 is available.
The Core Commitment Completion metric was tracked starting in 2019. No historical data
for 2017 and 2018 is available.
CEMI-5 + CEMI-10 is a new STIP metric for the 2022 plan year. No comparable data for the
years 2017 to 2020 is available.

Section 3g: 2021 STIP Adjustments

Instructions: Provide a detailed explanation of any increases and decreases in STIP
compensation in 2021 due to failure to meet safety or other targets. Separately describe any
adjustments to STIP compensation levels made by the Compensation Committee or
executive management and the amount and reason for the reduction. Detail any
adjustments made to increase compensation beyond the levels warranted by the actual
performance (in any metric classification) and the reasons for the adjustments.
i) Actual performance lower than target due to failure to meet safety target(s):
2021 performance was below the STIP targets on the following safety-related metrics:
Wildfire Risk Reduction, Wires Down Events Due to Equipment Failure, and Days Away,
Restricted and Transfer Rate. Please see Table 3.b.1 for more information.
ii) Actual performance lower than target due to failure to meet other target(s):
2021 performance was below the STIP target on the following additional metric:
Customers Experience Multiple Interruptions. Please see Table 3.b.1 for more information
iii) Any additional deductions made by the Compensation Committee or Executive
Management:
Please see the letter accompanying this submission.
iv) Any upward adjustments:
None

Section 4: Long-Term Incentive Program (LTIP)

Rationale: Pub. Util. Code § 8389(e)(4) requires that electrical corporations’ executive
incentive compensation structures include are “structured to promote safety as a priority and
to ensure public safety and utility financial stability with performance metrics, including
incentive compensation based on meeting performance metrics that are measurable and
enforceable, for all executive officers... .” To ensure that the executive compensation
structure for electrical corporation executive officers is structured to promote safety as a
priority and ensure public safety and utility financial stability, Energy Safety must have an indepth understanding of the performance-based components of an executive compensation
structure.
Instructions: The LTIP includes all performance-based compensation awarded on a
performance term of three or more years. If the electrical corporation uses more than one
long-term incentive mechanism, repeat this information for each mechanism (e.g., 3-year,
Four-Year).

Section 4a: LTIP Structure

Instructions: Provide name, title/function, grant date and estimated award percentage of
TIC for each executive officer listed in Table 1.1 that receives or is expected to receive direct
compensation under a LTIP for the applicable years. For purposes of calculating the Grant
Value as a percentage of TIC, use the grant value of the compensation as determined for
accounting purposes. Grant value is the value that is disclosed in proxy statement summary
compensation tables for executive officers who are proxy officers. For purposes of calculating
Earned Value as a percentage of TIC, use the value at the date of vesting. Percentages must
be specified for each executive officer and not a range for various position levels. Provide a
table for each executive officer. Make copies of the Table 4a.1 table as necessary.

ii) Use of Any Automatic Deductions
Does the electrical corporation’s 2022 LTIP have any automatic deductions (e.g.,
Failure to achieve WMP targets results in X% reduction, Catastrophic wildfire results
in zeroing out all safety metrics)? Check one:
Yes:

☐

No: ☒

If “Yes”, please describe all automatic deductions:
N/A

Section 4b: LTIP General Eligibility

Instructions: Provide a general description of the executive officers eligible for the electrical
corporation’s long-term incentive program. Add additional lines as needed.
Table 4b.1
LTIP Eligibility
Potential LTIP awards are determined by the position’s market. LTIP awards as a
percentage of base salary by level are as follows:
EVP:
VP:

Section 4f: 2021 LTIP Adjustments

Instructions: Provide a detailed explanation of any increases and decreases in 2021 LTIP
compensation due to failing to meet safety or other targets. Separately describe any
adjustments to LTIP compensation levels made by the Compensation Committee or
executive management and the amount and reason for the reduction. Detail any
adjustments made to increase compensation beyond the levels warranted by the
corporation’s actual performance (in any metric classification) and the reasons for the
adjustments.
i) Actual performance lower than target due to failure to meet safety target(s): 29
N/A
ii) Actual performance lower than target due to failure to meet other target(s):
Performance on the following metrics in the 2018 LTIP program design were below target:
Relative Total Shareholder Return and Earnings from Operations per Share. Please see the
cover letter accompanying this submission.
iii) Any additional deductions made by the Compensation Committee or Executive
Management:
Please see the cover letter accompanying this submission.
iv) Any upward adjustments:
None.

Section 4g: LTIP Prior Year Actuals

Instructions: For any prior year LTIP programs that vested in 2021, provide details of
projected and actual payouts/performance.

29

PG&E interprets the questions in this Section 4f to pertain to LTIP performance share awards made in 2018
that were potentially payable in 2021, following completion of a three-year performance period spanning
January 1, 2018 through December 31, 2020.

Pub. Util. Code §8389(e)(6): Sections 5-7

To aid Energy Safety in assessing compliance with Pub. Util. Code § 8389(e)(6), electrical
corporations must complete Sections 5-7 below for any new or amended contracts for
executive officers as defined in Pub. Util. Code § 451.5(c).

Section 5: Fixed versus Incentive Compensation

Rationale: Pub. Util. Code § 8389(e)(6)(A)(i)(I) requires for the issuance of safety certification,
that “the electrical corporation has established a compensation structure for any new or
amended contracts for executive officers” that meets several principles, including “strict
limits on guaranteed cash compensation, with the primary portion of the executive officers’
compensation based on achievement of objective performance metrics.” To evaluate an
electrical corporation’s compliance with this requirement, Energy Safety needs to know: (a)
who are the electrical corporation’s executive officers and (b) what compensation structure
exists.
Definition: “Executive officer” is defined in Pub. Util. Code § 451.5(c) and “means any person
who performs policy making functions and is employed by the public utility subject to the
approval of the board of directors, and includes the president, secretary, treasurer, and any
vice president in charge of a principal business unit, division, or function of the public utility.”
Energy Safety considers divisions or units responsible for electrical operations, gas
operations or wildfire-related functions principal business units, divisions or functions of the
public utility.
Instructions: In Table 5.1, for each executive officer with new or amended contracts, provide
the executive title and function, the executive name (if the executive is classified as an Officer
of the Company per the Company’s website), the target percentage of Base Salary, ShortTerm Incentives (STIP), Long-Term Incentives (LTIP), and Indirect and Ancillary
Compensation as a proportion of Total Compensation (TC) for the appropriate 2022 filing
year. See the definition of the proceeding terms in Attachment 2.
For purposes of calculating the percentage of TC, use the grant value of the compensation as
determined for accounting purposes. Grant value is the value that is disclosed in proxy
statement summary compensation tables for executive officers who are proxy officers.
Percentages must be specified for each executive officer and not a range for various position
levels.

amended contracts for executive officers” that meets several principles, including
“minimization or elimination of indirect or ancillary compensation that is not aligned with
shareholder and taxpayer interest in the electrical corporation.” To ensure that the
compensation structure for new or amended contracts for executive officers is based on this
principle of minimization of indirect or ancillary compensation, Energy Safety needs to
understand what indirect or ancillary compensation are given to executive officers with new
or amended contracts.
Instructions: Please list all indirect and ancillary compensation provided to executive
officers with new or amended contracts. See Appendix A for the definition of and a list of
typical indirect or ancillary compensation. If the electrical corporation provides indirect or
ancillary compensation, provide the current estimated proportion of TC for each executive
officer. For purposes of calculating the percentage of TC, use the grant value of the
compensation as determined for accounting purposes. Grant value is the value that is
disclosed in proxy statement summary compensation tables for executive officers who are
proxy officers. Percentages must be specified for each executive officer and not a range for
various position levels. Add rows as necessary. Add explanatory notes as appropriate.

i) Availability of Supplemental Retirement Plans
Does the electrical corporation have supplemental retirement plans for nonExecutive Officers? Check one:
☒

Yes:

No: ☐

If “Yes”, please describe the eligibility requirements for the plan(s):
There are three supplemental retirement plans non-Executive Officers are eligible for: the
Supplemental Retirement Savings Plan (“SRSP”), Supplemental Executive Retirement
Plan (“SERP”), 33 and the DC-ESRP
Eligibility for the SERP and DC-ESRP is based on job level. Employees who hold an officer
position are eligible.
Eligibility for the SRSP is based on job level. Employees who hold a job at the following
levels are eligible:
• Officers,
• Senior Directors, Directors, and Chiefs (including certain grandfathered attorneys), or
other key employees determined by the Plan Administrator
ii) Structure of Supplemental Retirement Plans
If supplemental retirement plans are available, please describe:
•
•
•
•

33

The eligibility requirements for participation in the plan(s).
The award basis for plan(s) (e.g., years of service, company stock
performance over the period of service, etc.).
The type of payment made (e.g., cash, stock, combination of cash and
stock).
The award schedule for the plan(s).

The SERP was frozen since 2012 and there have been no new participants since that time.

Answer:
SRSP:
•
•

•
•

Eligibility: Officers of the company, Senior Directors, Directors, and Chiefs.
Award Basis: The SRSP benefit provides matching employer contribution benefits to
eligible employees based on the same benefit formula as the tax-qualified Retirement
Savings Plan These benefits are provided in the SRSP when PG&E is unable to make
equivalent contributions to the qualified plan because of limitations imposed by law.
Type of Payment: Cash.
Award Schedule: 7 months after termination.

SERP:
•
•

•
•

Eligibility: Officers of the company, hired or became an officer prior to 2013.
Award Basis: The SERP provides benefits to covered employees generally based on the
same benefit formula as the tax-qualified pension plan. The SERP benefit includes
STIP payments as part of covered compensation, and SERP benefits are reduce by
amount paid from the tax-qualified pension.
Type of Payment: Cash.
Award Schedule: 7 months after retirement (55 and older) lump sum payment and
monthly thereafter.

DC-ESRP:
•
•
•
•

Eligibility: Officers of the company who do not participate in the SERP.
Award Basis: Participants receive contribution benefits based on a percentage of
salary and STIP payments.
Type of Payment: Cash.
Award Schedule: The accumulated balance is distributed to participants beginning
seven months following termination, in one to ten installments based on one’s
elections while an active employee. Eligible participants must make two installment
elections every year.

Section 7: Long-Term Incentive Program (LTIP)

Rationale: Pub. Util. Code § 8389(e)(6)(A)(iii) requires for the issuance of safety certification,
that “the electrical corporation has established a compensation structure for any new or
amended contracts for executive officers” that meets several principles, including “a longterm structure that provides a significant portion of compensation, which may take the form
of grants of the electrical corporation’s stock, based on the electrical corporation’s long-term
performance and value. This compensation shall be held or deferred for a period of at least
three years.” To ensure that the executive compensation structure for electrical corporation
executive officers is structured to provide a significant proportion of the compensation based
on the electrical corporations long-term performance and value, held or deferred for a period
of at least three years, as well as to promote safety as a priority and ensure public safety and
utility financial stability, Energy Safety must have an in-depth understanding of the longterm compensation components of an executive compensation structure.
Instructions: The LTIP includes all performance-based compensation awarded on a
performance term of three or more years. If the electrical corporation uses more than one
long-term incentive mechanism, repeat this information for each mechanism (e.g., 3-year,
Four-Year).

Section 7a: LTIP Structure

Instructions: Provide name, title/function, grant date, vesting schedule and estimated
award percentage of TC for each executive officer with any new or amended contracts that
receives or is expected to receive direct compensation under a LTIP for the applicable years.
For purposes of calculating the Grant Value as a percentage of TC, use the grant value of the
compensation as determined for accounting purposes. Grant value is the value that is
disclosed in proxy statement summary compensation tables for executive officers who are
proxy officers. For purposes of calculating Earned Value as a percentage of TC, use the value
at the date of vesting. Percentages must be specified for each executive officer and not a
range for various position levels. Provide a table for each executive officer. Make copies of
the Table 7a.1 table as necessary.

ii) Is any LTIP compensation not at risk?
Yes:

☐

No: ☒

Describe/Explain:
N/A
iii) Were the 2021 LTIP payouts determined based on a performance range (i.e., below
minimum/threshold, minimum/threshold, target, maximum)? 36 Check one:
There were no payouts of performance shares to executive officers in 2021. Please see the
cover letter accompanying this submission. Any 2021 payouts of RSUs were time-based,
and not based on performance against metrics.
Yes:

☐

No: ☐

iv) Did the electrical corporation use one range for all 2021 LTIP metrics or differing
ranges based on the category of metric)? Check one:
One range for all metrics:

☒

Multiple ranges: ☐

v) Provide the 2021 LTIP metric range(s):

36

2018 LTIP awards that were performance based and that would have paid out in 2021 were based on a
performance range. However, no payouts were made to executive officers, at the discretion of the PG&E
Corporation People and Compensation Committee.

Describe the interpolation method between categories (e.g., straight line):
The interpolation method used is straight line.
vii)

Use of Any Performance Triggers
Does the electrical corporation’s 2022 LTIP use any performance triggers (e.g., must
achieve annual earnings per share of at least XYZ before any LTIP payments are
made)? Check one:
Yes:

☐

No: ☒

If “Yes”, please describe any performance triggers:
N/A
viii)

Use of Any Automatic Deductions

Does the electrical corporation’s 2022 LTIP have any automatic deductions (e.g.,
Failure to achieve WMP targets results in X% reduction, Catastrophic wildfire results
in zeroing out all safety metrics)? Check one:
Yes:

☐

No: ☒

If “Yes”, please describe all automatic deductions:
N/A

Section 7c: LTIP Measures, Weighting and Vesting

Instructions: For each LTIP Type, indicate vesting period and type. If basis of award differs
amongst position or person, copy Table 7c.1 and Table 7c.2 as necessary and indicate who
the table applies to in space provided at the top of the table. Add additional tables if LTIP
varies for certain officer classifications.
Table 7c.1
2021 LTIP Measures Vesting
All Executive Officers
Vesting Period and Type
N/A
N/A
N/A
3-year vesting; PSUs vest on the third
anniversary of the grant date 37

LTI Type
Stock Grant
Stock Option
RSU
PSU
Cash
Other
Weighting Total:

N/A
N/A
100%

Table 7c.2
2022 LTIP Measures Vesting

LTI Type
Stock Grant
Stock Option
RSU
PSU/ PRSU
Cash
Other
Weighting Total:

37

38

All Executive Officers
Vesting Period and Type
N/A
N/A
N/A
3-year vesting; PSUs vest on the third
anniversary of the grant date 38
N/A
N/A
100%

Vested PSUs are paid out, if at all, based on performance against performance metrics, as determined by the
People and Compensation Committee in its discretion.
Vested PSUs are paid out, if at all, based on performance against performance metrics, as determined by the
People and Compensation Committee in its discretion.

