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Climate change and utility wildfire risk:

A proposal for a federal backstop

Michael Wara, Michael D. Mastrandrea, and Eric Macomber

The challenge

Recent catastrophic wildfires have made it clear
that much of the Western United States is ex-
posed to material wildfire risk—including Hawaii
and other states that were previously thought to
face relatively little danger from wildfire. Climate
change, a legacy of landscape management ori-
ented at fire suppression, and increased devel-
opment of housing in vulnerable areas have all
contributed to large increases in loss of life, struc-
ture loss, ecological impacts, and smoke-related
health impacts from catastrophic wildfires.

Utility-ignited wildfires are a unique and
outsized contributor to this problem, leading to
some of the most destructive wildfires with loss-
es that are large enough to significantly affect
the financial health of electric utilities in a grow-
ing number of states, particularly those in the
West. Utility-ignited wildfires also threaten the
affordability of electricity rates, the implemen-
tation of state and federal clean energy policies,
and the overall health of the housing market.

As a matter of both public safety and re-
sponsible business practices, we argue that all
electric utilities operating in areas where wildfire
risk is high should create and implement plans
to significantly mitigate the chance that their
electric infrastructure ignites a wildfire. However,
many utilities exposed to wildfire-related liabili-
ty have not created or implemented such plans.
The U.S. utility sector needs to take a more pro-
active posture.
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The proposal

In this proposal, we describe the core approach
to utility wildfire mitigation developed by Cal-
ifornia utilities in conjunction with their eco-
nomic and safety regulators in California’s Util-
ity Wildfire Mitigation Playbook (the “California
Playbook”). We then propose a voluntary multi-
state and federal safety program to apply parts
of this mitigation framework across the West,
with participation incentivized by the creation of
a federal Utility Wildfire Fund, an insurance-like
backstop mechanism, access to which is con-
ditioned on compliance with minimum safety
standards derived from the California Playbook.

A federal Utility Wildfire Fund could serve as a
risk-pooling mechanism to better manage costs
associated with fires that may occur even after
utilities take necessary actions to reduce risk.
Key details for such a policy are how minimum
standards are created and enforced, the balance
of state and federal authority in making decisions
that will impact both costs and reliability of elec-
tricity, the mechanism for creating a catastrophic
risk pool, the necessary size of such a risk pool,
and who pays to fund the claims-paying capacity
needed to create the risk pool.

Creation of such a fund would stabilize and
lower financial risks for electric utilities, thereby
lowering their financing costs and so the cost of
clean energy investments. By substantially lower-
ing risks and also providing a form of reinsurance
for utility-ignited wildfire, such a fund would also
help stabilize the housing market in parts of the
West that are threatened by the large and grow-
ing losses associated with utility-ignited wildfire.
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California’s Utility Wildfire Mitigation Playbook

Step 1: Create
situational
awareness.

Step 2: Evaluate
ignition risk and
consequences.

Step 3: Implement
power shutoffs or
Fast Trip in response
to risk.

Step 4: Coordinate to
mitigate impacts of
reduced reliability to
vulnerable customers

and local government.

Step 5: Reduce
frequency and scope
of power shutoffs or
Fast Trip necessary
for public safety.

Utilities and
state regulators

Deploy a
comprehensive
approach to monitor
when and where
utility infrastructure
is at risk of igniting
wildfires (e.g.,
installing weather
stations, investing
in meteorological
resources, etc.).

Develop a process
for deciding, in

real time, how

to respond to
information
generated by Step
1, such as when and
where it is unsafe
to operate electric
infrastructure.

Proactively shut
down or adjust
settings on electric
infrastructure during
high-risk conditions,
and rapidly restore
operations when
conditions are safe.

Step 6: Expand oversight and public insurance.

Mitigate the negative
impacts of Public
Safety Power Shutoff
(PSPS) events (e.g.,
coordinating with
government and
identifying customers
with critical electricity
needs, providing
backup generation
and energy storage,
etc.).

Invest in
infrastructure
upgrades and
operations that
reduce the risk of
utility infrastructure
igniting wildfires, and
reduce PSPS needs.

California state
government

Combine enhanced and standardized governmental safety oversight with public catastrophe insurance.

The Federal Utility Wildfire Mitigation Playbook

Utilities and
their regulators

Federal
government

Note: Step 5 of this playbook is not required for utilities to gain access to the federal Utility Wildfire Fund, but

1. Create
situational
awareness

6. Expand oversight and public insurance

2. Evaluate
ignition risk and
consequences

3. Implement power
shutoffs or Fast Trip

in response to risk

rather, is left to the discretion of a given utility and its state regulator.
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4. Coordinate to
mitigate impacts of
reduced reliability to
vulnerable customers
and local government
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More expensive

5. Reduce frequency
and scope of power
shutoffs or Fast Trip
necessary for public
safety




