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CEO Pedro J. Pizarro’s remarks to shareholders 
2019 EIX annual meeting, April 25, 2019 
San Gabriel Hilton, San Gabriel, Calif.  
 

[Introduced by Bill Sullivan, non-executive chairman of the board] 

 

Thank you, Bill.  Let me add my welcome to all of you and thank you for joining us today 

and also thank you for your investment in our company. 

 

I want to start by introducing the members of our Edison International Managing 

Committee.  Please hold your applause until all have been introduced.   

 

 Maria Rigatti, Executive Vice President and Chief Financial Officer 

 Adam Umanoff, Executive Vice President and General Counsel 

 Caroline Choi, Senior Vice President, Corporate Affairs 

 Drew Murphy, Senior Vice President, Strategic Planning 

 Jacqueline Trapp, Senior Vice President, Human Resources 

 Kevin Payne, Chief Executive Officer of Southern California Edison 

 And I also want to acknowledge Ron Nichols, President of Southern California 

Edison, who is unable to be with us today. Unfortunately, Ron is on a medical 

leave receiving treatment for an illness.   

 

I’d like to thank the Managing Committee, and all of our officers, several of whom are 

here today, for their effective work and able leadership.  Could we have a round of 

applause for our team?  
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Let me start with safety. Safety -- for our communities, our customers and our workers – 

that is the top priority of our company, every day of every year. With the catastrophic 

wildfires that have cost California so many lives in the past two years, safety now 

means a relentless focus on how we can harden our grid to mitigate against this “new 

abnormal” risk. 

  

Almost 2 million acres burned across our state in 2018, and close to 100 lives were lost. 

Our thoughts are with all those across the state who have been affected.  

 

All 12,500 of our employees are meeting the challenge daily of protecting our 

communities. Our IBEW Local 47 members and all other employees and management 

teams are making us proud to belong to this 133-year-old company that is such a vital 

part of our region.  

 

Our Southern California Edison crews, working alongside first responders, restored 

power in fire and mudslide-impacted areas as quickly as possible – and, importantly, 

without serious injury to any of our employees or contractors.  

 

You’ve always seen our men and women in your neighborhoods working to maintain 

safe, reliable electric service. Now, you will see more of them out there as we address 

wildfire risk: they are installing new insulated wires, they are stepping up our schedule 
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of wire and pole inspections, and they are managing more aggressively the vegetation 

that can grow into our power lines.   

 

Despite the tremendous challenges that wildfires have created, Edison International 

reported core earnings for 2018 of $4.15 per share. (As a reminder, core earnings are 

results from ongoing operations and they exclude extraordinary, one-time items.) 

However, our basic earnings, including those non-core items, were impacted by a net 

$1.8 billion after-tax charge related to existing and expected claims arising from the 

wildfire and mudslide events of 2017 and 2018. The net result was a loss of $1.30 per 

share.  

 

As we have been saying for some time, year-over-year results are not particularly 

meaningful without a final decision from the California Public Utilities Commission on 

SCE’s 2018 General Rate Case. Earlier this month we received a proposed decision on 

our rate case application. SCE plans to file written comments on the proposed decision 

by early May.  

  

In December, our board increased our dividend for the 15th consecutive year to an 

annual rate of $2.45 per share. This reflected our continuing commitment, even in a 

challenging operating environment, to target a dividend payout ratio of 45 to 55 percent 

of Southern California Edison’s core earnings. Even taking into account the wildfire-

related charge against earnings, and also after considering a broad range of potential 

negative outcomes, the board approved a quarterly dividend once again in February.  
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As of end of the day yesterday, our stock price closed 22 percent below the all-time high 

that we achieved in 2017. That was before the recent fires and mudslides. This reflects 

not only the impact of the 2017 and 2018 events, but perhaps more importantly investor 

uncertainty over the state’s legislative and regulatory responses to these unprecedented 

conditions. Our shares likely will not recover their full value until these issues are 

resolved.  

 

We recognize that the wildfire threat has implications for the financial health of our 

entire industry. In January, Pacific Gas & Electric and its parent company both filed for 

bankruptcy protection due to billions of dollars in potential liabilities associated with 

wildfires.  

 

We are in a far different place than PG&E today. The potential liabilities they face are an 

order of magnitude larger than those SCE may face. We have the financial capacity to 

manage our potential liabilities resulting from wildfire and mudslide events in 2017 and 

2018. To be clear about this, we do not face bankruptcy risk from these past items.  

 

Going forward, our primary focus is to help the state prevent wildfires and limit their 

impact, while protecting the financial health of our utility to continue to safely deliver 

reliable, affordable and clean electric power.  
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On the Operations side, we have begun implementing the first of what will be an annual 

Wildfire Mitigation Plan to address the threat of wildfires. This builds on a Grid Safety 

and Resiliency Program we introduced in the fall of 2018.  These steps are taking us 

well beyond standard industry practices to define new tools for the new world of 

California wildfire risk. 

 

As part of our Wildfire Mitigation Plan, we are enhancing and accelerating inspections 

on all the company’s overhead power lines in the roughly third of our territory that is in 

high fire risk areas. This allows us to perform needed repairs and preventive 

maintenance to reduce risks of ignition.  

 

Our vegetation management program inspects and prunes as needed approximately 

900,000 trees annually. More than 400,000 of these trees are located in high fire risk 

areas. This year, SCE proposes to remove 7,500 additional hazard trees.  

 

Other key elements of the Wildfire Mitigation Plan include replacing at least 96 miles of 

overhead power lines in high fire risk areas with insulated wire by the end of 2019. Now, 

insulated wires can significantly reduce the potential for ignitions resulting from contact 

with foreign objects. SCE is also installing high-definition cameras and weather stations 

to monitor high fire risk weather conditions across our service area.  

 

Moving on to policy advocacy, we will continue to be a constructive voice to identify 

durable, long-term solutions. This means working with Governor Newsom’s 
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administration and the Legislature in Sacramento, along with local elected officials and 

the California Public Utilities Commission.  

 

We have been encouraged by the Governor’s budget proposals to significantly increase 

the state’s resources dedicated to wildfire prevention. Just two weeks ago, a strike force 

appointed by the Governor identified what we thought was the right basket of issues 

that need to be addressed in the coming months. So we are encouraged by the broad 

scope of the strike force report.  

 

We strongly support the state’s additional commitment to wildfire prevention.  The report 

also reflects the need to address wildfire liability and regulatory reform in order to 

restore confidence in the state’s regulatory compact and support financially healthy 

investor-owned utilities.  

 

We believe that the most urgently needed policy reform is to restore certainty and 

predictability to the cost recovery process at the CPUC. This includes recovery of costs 

incurred by utilities in directly paying wildfire claims, and providing capital to a 

catastrophic wildfire fund to pay claims.   

 

Such a fund could provide for broad risk and cost sharing that covers property damage 

resulting from wildfires caused by electric utility equipment ignitions.  We believe this 

could play an important role in providing more regulatory certainty and stability.  
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Ultimately, however, the state will need to clearly define the actions that we must take to 

manage wildfire risk prudently.  We believe that the Wildfire Mitigation Plan that I 

mentioned earlier provides this definition.  If we comply with this plan – that is, if we take 

the operational actions that we and the state agree are needed – and then a tragic 

wildfire still happens, our company and investors cannot be asked to shoulder the cost 

burden.  This is a really complex issue, and we look forward to ongoing discussion 

about how to best structure a framework that protects communities and the public. 

 

The work of the Governor’s strike force gives us cause to believe that urgently-needed 

policy reforms can be achieved. The urgency of regulatory and legislative action is 

growing by the day.  Already this year the credit ratings of Edison International, 

Southern California Edison and San Diego Gas & Electric have been downgraded. 

 

Those rating downgrades are increasing the cost of investor capital that we need to 

upgrade our infrastructure and support new, clean energy projects. Just this month, the 

unique risks and uncertainties associated with California’s wildfire policy caused us to 

propose significant increases in our authorized return on equity from the Federal Energy 

Regulatory Commission and also in our cost of capital from the CPUC.   We do not take 

these increases lightly, and we have emphasized to both the CPUC and FERC that 

these are not long-term solutions. Once the state reforms the wildfire liability framework, 

we will propose to reduce or eliminate these increases. 
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Looking beyond wildfire issues, SCE continues to make investments in areas such as 

transportation and building electrification that will help support California’s ambitious 

environmental policies to address climate change by reducing greenhouse gas 

emissions. Electric utilities are uniquely positioned to drive the transformation to a clean 

energy economy. We have the size, the scope and the infrastructure assets to deliver 

clean energy and support electrification for all customers.  

 

Today, more than 160,000 SCE customers drive electric vehicles – me too, love it, get 

one, they’re great -- up from 20,000 in 2013. We are actively pursuing policies and 

programs to accelerate the adoption of electric vehicles statewide -- from almost 

500,000 passenger cars and medium- and heavy-duty vehicles today to more than 7 

million by 2030.  

  

To help achieve this goal, we installed more than 1,000 electric passenger vehicle 

charging stations just last year and unveiled plans to support 48,000 new electric 

vehicle charging ports. We also will be installing infrastructure at a minimum of 870 sites 

to support electrification of nearly 8,500 medium- and heavy-duty fleet vehicles. 

 

While transportation is the major component of our electrification strategy, we are also 

focused on converting one-third of the building sector by 2030 from gas to electric-

powered water and space heating.  
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These are really ambitious goals on an ambitious timetable. And success is going to 

require a major shift in how we do business. A key part of that shift is what we call 

digital transformation. We are undergoing that right now to build the power company of 

tomorrow.  

 

We're using technology in different ways than we did 10 or even five years ago. Artificial 

intelligence, data analytics, and automation are all changing dramatically the way we 

work. Now, let me give you an example that also touches on protecting against wildfires.   

 

Back in 2012, SCE installed smart meters to automate meter reading and enable more 

customized billing services. We have now gone well beyond that original objective, 

transforming smart meters from a billing tool to a field operations tool that can help us 

identify system faults and send crews to repair them without customers calling us.  

 

Last year, we converted our smart meter operations center into a new Reliability 

Operations Center, or R.O.C. – we call it the ROC. At the ROC, we are using machine 

learning with our smart meter data and other system information to more quickly 

identify, diagnose, and target customer outages.  A new algorithm is even allowing us to 

use smart meter data to detect downed wires much more quickly, helping us decrease 

the risk of wildfires. 

 

Beyond our regulated utility SCE, we also continue to focus on how the energy 

transformation is creating broader opportunities.  Our team at Edison Energy is 
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progressing in its “proof of concept” to serve the needs of large commercial and 

industrial customers across the country.   

 

Unlike most of our competitors, the Edison Energy team is helping these customers 

take a more holistic view of their energy use and its impact on their bottom line, 

assessing their opportunities across commodity energy procurement, renewable 

energy, energy efficiency, and building controls – and bringing this all together with a 

powerful data analytics platform to truly understand our customers’ energy use, and its 

cost and its risks.   

 

We also have a team dedicated to exploring seed investment opportunities in new 

technology providers changing our industry, with minority investments in areas like 

electric buses and energy analytics that are helping us better understand the 

unprecedented changes in our industry. 

 

So, our challenges are serious, but the women and men of Edison are also serious. I’m 

excited about the team we have to take us forward. I want to thank the board of 

directors for their guidance and support, and especially express my gratitude and best 

wishes to Brett White, who, as you heard, is not standing for re-election today after 12 

years of outstanding service on the EIX and SCE boards. Brett, your strategic guidance 

and leadership and your personal support for me have been incredibly valuable. We will 

all miss you tremendously.  
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We are also happy to welcome Jeanne Beliveau-Dunn and Keith Trent to our board. 

Jeanne’s deep experience in technology and digital transformation will be a great 

addition to our board. And Keith’s broad expertise in the energy and utility industries will 

provide our boards with valuable expertise, 

 

I also want to thank and recognize Barbara Mathews, our vice president and associate 

general counsel, and wish her well as she retires, as Bill mentioned, after 23 years at 

Edison International and SCE.  These shareholder meetings, our broader interactions 

with our investors, and our board meetings have all benefitted from her wisdom and 

guidance.  Barbara, I and all of us will truly miss you, 

 

Let me close by saying how grateful I am for the opportunity to be part of our company 

and our mission. All of us at Edison look forward to serving our customers, protecting 

our communities, leading the way to a clean energy future and delivering value to our 

shareholders.  

 

With that, let me thank you, and we will now open the meeting for your questions.   

 


