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Date of Hearing:  May 6, 2026 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Buffy Wicks, Chair 

AB 2463 (Petrie-Norris) – As Amended April 13, 2026 

Policy Committee: Utilities and Energy    Vote: 17 - 0 

      

      

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

SUMMARY: 

This bill requires the California Public Utilities Commission (CPUC), in any decision issued on 

or after January 1, 2028, that determines an authorized return on equity (ROE) to include 

comprehensive, specified information that reflects the CPUC’s analytical basis for its 

determination. 

Similarly, this bill requires the CPUC, whenever, in any cost of capital proceeding, the CPUC 

adopts a methodology for determining the authorized ROE that differs in any material respect 

from the methodology disclosed in the most recent prior decision in which the CPUC determined 

an authorized ROE for the same electrical gas investor-owned utility (IOU), to (1) identify each 

material departure from the prior methodology, as specified, and (2) provide a reasoned 

explanation for each material departure, including an explanation of why the prior methodology 

was inadequate or why changed circumstances warranted adoption of a different methodology. 

Finally, this bill directs the CPUC, as part of its annual report to the Legislature required by 

existing law, to provide an analysis of the trends in the California corporation credit ratings, 

updated as necessary to reflect current credit rating information in years when no decision 

determining an authorized ROE is issued.  

FISCAL EFFECT: 

On its face, this bill seems to create new work of the CPUC, but of an amount that is moderately 

substantial. Afterall, the bill requires only that the CPUC publish information it uses to make its 

decisions.  The CPUC might need additional resources to complete this ongoing work, in the 

range of one to a few new positions and, possibly, related contracting work. 

However, the CPUC contends this bill asks of it something much more expansive and anticipates 

costs that reflect this view. The CPUC estimates costs of $1.9 million (Public Utilities 

Commission Utilities Reimbursement Account) annually, most of which covers the cost of four 

permanent positions: two regulatory analysts ($436,000, total) to build and maintain financial 

models and capital-market risk framework; an administrative law judge ($257,000) to preside 

over the expanded rulemaking and ensure an adequate public record; and one legal secretary 

($115,000) to manage complex document production. 

The CPUC justifies this cost estimate by contending that the bill requires the CPUC to develop 

its own capital-market risk framework, build and maintain its own financial models, and explain 

its analytical basis comprehensively in every ROE decision. This differs from the work of the 
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CPUC in its current proceedings, in which the CPUC examines financial models and estimates 

market returns based on the record of information submitted to the CPUC by other parties, and 

not on independent CPUC financial modeling. According to the CPUC, this bill shifts the CPUC 

from adjudicator of competing expert testimony to an active financial modeler, which is a 

significant institutional change requiring new expertise and staff capacity. 

COMMENTS: 

The California Constitution establishes the CPUC to, among other things, fix the rates 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 Utilities Code—specifies the requirements of 

charges, such as rates, imposed by an IOU. It is the CPUC’s job to authorize an IOU to collect 

only those rates for service that are just and reasonable.  

 

Among the rates proposed by an IOU and considered by the CPUC is a ROE, that is, profit on 

projects, such as new infrastructure, funded by the IOU’s shareholders. According to the CPUC, 

it sets an IOU’s ROE to (a) enable utilities to attract the investment needed to maintain a safe and 

reliable system and (b) protect customers from paying more than necessary for infrastructure. 

(See “CPUC Fact Sheet, CPUC Cost of Capital Decision,” dated December 18, 2025.) 

 

The author describes this bill as a transparency measure, though, presumably, the author hopes 

this transparency might lead to lower electricity rates and lower utility bills.  According to the 

author: 

 

the decisions that set utility shareholder returns will have an increasingly 

significant impact on customer bills. AB 2463 ensures that the CPUC’s 

determinations of the authorized ROE are transparent, analytically 

grounded, and subject to meaningful public scrutiny. 

 

The CPUC describes itself as being actively engaged on questions concerning IOU ROE, noting 

CPUC action last year that set ROE for the state’s three biggest IOU’s at just above or below 

10%, depending on the IOU. The CPUC describes these returns levels as below levels the CPUC 

had previously authorized and consistent with national trends. The CPUC also points to its cost 

of capital mechanism, which allows the CPUC to automatically adjust IOU ROE between full 

CPUC proceedings if bond markets shift substantially. 

 

The CPUC’s efforts notwithstanding, bill proponents contend this bill is needed.  For example, 

the Environmental Defense Fund, writing in support of the bill, asserts “Transparency is the first 

step to aligning a more stable investment platform for the clean energy transition.” 

There is no opposition registered against this bill. However, the Utility Wildfire Survivor Group 

urges the author to amend the bill to tie authorized ROE with wildfire safety performance, 

affordable energy rates and full, fair and timely restitution for victims of utility-caused fires. 

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


