
AB 2338 

 Page  1 

Date of Hearing:  May 6, 2026 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Buffy Wicks, Chair 

AB 2338 (Ransom) – As Amended March 24, 2026 

Policy Committee: Utilities and Energy    Vote: 11 - 3 

      

      

Urgency:  No State Mandated Local Program:  Yes Reimbursable:  No 

SUMMARY: 

This bill directs the California Public Utilities Commission (CPUC) to require each electrical or 

gas corporation (also known as an investor-owned utility (IOU)) (1) to submit, as part of each 

IOU general rate case (GRC) applications, an inflation-constrained rate case scenario, in which 

the IOU identifies its highest priority spending needs, and (2) to compare the inflation-

constrained rate case scenario with the corporation’s primary rate case plan. 

 

The bill empowers the CPUC to authorize expenditures in excess of the inflation-constrained rate 

case scenario if the CPUC determines the IOU has provided clear and convincing evidence that a 

higher level of expenditures is necessary to ensure the safe and reliable operation of its electrical 

system or gas system; and the bill directs the CPUC to apply heightened scrutiny to any such 

request that is likely to increase total systemwide expenditures beyond the projected federal 

social security beneficiary cost-of-living adjustment. 

 

FISCAL EFFECT: 

This bill creates new administrative work—requiring each IOU to submit an inflation-

constrained rate case scenario, as described above—and significant new analytical work—

determining whether each IOU has provided clear and convincing evidence that a higher level of 

expenditure is necessary to ensure the safe and reliable operation of its electrical system or gas 

system—of the CPUC.  It is reasonable to expect the CPUC to subsume much of this work, 

though not all of it, in its existing regulatory duties.   

The CPUC estimates the bill to result in cost of approximately $436,000 (Public Utilities 

Commission Utilities Reimbursement Account) annually for new GRC-related workload, 

including (a) reviewing IOU inflation-constrained scenarios and comparing them against the 

IOUs’ primary GRC requests, (b) evaluating whether costs above the inflation-constrained 

scenario are necessary for safe and reliable service, (c) reviewing non-GRC requests that may 

increase systemwide expenditures above inflation, (d) preparing data requests, hearing questions, 

briefing materials, proposed decisions and decision support, (e) conducting rate impact and 

affordability analysis and (f) reviewing models and revenue requirement calculations to ensure 

adopted costs are correctly reflected in customer rates. 

 

 



AB 2338 

 Page  2 

COMMENTS: 

1) Purpose. The author intends this bill, at a minimum, to increase the “transparency and 

accountability of the utility rate-setting process,” ideally with the effect of reducing utility 

rate increases.  According to the author: 

Californians pay the highest electricity rates in the nation, at more than 

double the national average. Since 2014, residential electricity rates 

have climbed as much as 101 percent, which is more than 2.5 times the 

rate of inflation, leaving more than 2.3 million households behind on 

their energy bills. As the cost of living continues to rise, the Fighting 

for Affordable Informed Rates (FAIR) Act would require investor-

owned utilities to submit an affordability budget, ensuring that rate 

increase decisions better reflect the realities facing families, workers, 

and small businesses across California.  

2) Background.  The California Constitution establishes the CPUC to, among other things, fix 

rates, establish rules, examine records, issue subpoenas, administer oaths, take testimony, 

punish for contempt and prescribe a uniform system of accounts for all public utilities subject 

to its jurisdiction.  Such public utilities are commonly referred to as IOUs.   

Existing state law—section 451 of the Public Resources Code—specifies the requirements of 

charges, such as rates, imposed by an IOU: 

a) All charges demanded or received by any public utility, or by any two or more public 

utilities, for any product or commodity furnished or to be furnished or any service 

rendered or to be rendered shall be just and reasonable. Every unjust or unreasonable 

charge demanded or received for such product or commodity or service is unlawful. 

b) Every public utility shall furnish and maintain such adequate, efficient, just and 

reasonable service, instrumentalities, equipment and facilities, including telephone 

facilities, as defined in Section 54.1 of the Civil Code, as are necessary to promote the 

safety, health, comfort and convenience of its patrons, employees and the public. 

c) All rules made by a public utility affecting or pertaining to its charges or service to the 

public shall be just and reasonable. 

It is the CPUC’s job to authorize an IOU to collect only those rates for service that are just 

and reasonable. The main way the CPUC reviews rates proposed by an IOU is through the 

GRC, which is a proceeding to address the costs of operating and maintaining the utility 

system and the allocation of those costs among customer classes.  A GRC involves thousands 

of pages of documents, invites adversarial multi-party input and concerns billions of dollars 

of revenue. Each of the state’s largest electrical IOUs—Pacific Gas and Electric (PG&E), 

Southern California Edison (SCE) and San Diego Gas and Electric (SDG&E)—must file a 

GRC application with the CPUC once every four years. 

Nonetheless, rates of the state’s IOUs, as approved by the CPUC, in recent years have 

increased at a pace beyond the rate of inflation. And increases in IOU rates are expected to 

continue to outpace inflation in the coming years. 
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While this bill establishes the rate of inflation as a reference point against which to assess 

IOU rate increase requests, it nonetheless acknowledges that there are some categories of 

costs that might increase out of proportion to inflation and yet still be just and reasonable. 

This makes sense, given that much of the recent increases in IOU rates were driven by efforts 

by the IOUs to keep their equipment from exploding or from sparking wildfires.  And those 

safety-related efforts continue. Similarly, IOU rates have increased as the utilities have 

modernized their systems to accommodate increasingly sophisticated information technology 

features and a more dynamic distribution system. 

This bill is sponsored by The Utility Reform Network, an organization that advocates on 

behalf of residential utility customers, which writes: 

Addressing the affordability crisis starts with applying more scrutiny 

to escalating IOU spending. Using inflation (as defined by the Social 

Security Cost of Living Adjustment) as the benchmark for applying 

more scrutiny is appropriate given the various economic pressures 

faced by residential households. 

The bill is opposed by the IOUs and the Chamber of Commerce, which describes the bill as 

prioritizing “optics over reliability and safety” and describes addressing the real drivers of 

rate increases” as a “more effective approach.”  

Analysis Prepared by: Jay Dickenson / APPR. / (916) 319-2081


