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UNITED STATES SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C., 20549  
FORM 10-Q  

(Mark One)    
[X]  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE  

SECURITIES EXCHANGE ACT OF 1934  
  

For the quarterly period ended September 30, 2014  
OR  

    
[  ]  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE  

SECURITIES EXCHANGE ACT OF 1934  
    

For the transition period from ___________ to __________  
    
Commission  
File  
Number  
_______________  

Exact Name of  
Registrant  
as Specified  
in its Charter  
_______________  

State or Other  
Jurisdiction of  
Incorporation  
______________  

IRS Employer  
Identification  
Number  
___________  

        
1-12609  PG&E Corporation  California  94-3234914  
1-2348  Pacific Gas and Electric 

Company  
California  94-0742640  

  
Pacific Gas and Electric Company  
77 Beale Street  
P.O. Box 770000  
San Francisco, California 94177  
________________________________________  

PG&E Corporation  
77 Beale Street  
P.O. Box 770000  
San Francisco, California 94177  
______________________________________  

Address of principal executive offices, including zip code  
  
Pacific Gas and Electric Company  
(415) 973-7000  
________________________________________  

PG&E Corporation  
(415) 973-1000  
______________________________________  

Registrant's telephone number, including area code  
  
Indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act 
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) have been 
subject to such filing requirements for the past 90 days.  [X] Yes     [  ] No  
  
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data 
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or 
for such shorter period that the registrant was required to submit and post such files).  
PG&E Corporation:  [X] Yes [  ] No  
Pacific Gas and Electric Company:  [X] Yes [  ] No  
  
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting 
company.  See definitions of “ large accelerated filer” , “accelerated filer” , and “smaller reporting company”  in Rule 12b-2 of the Exchange Act.  
PG&E Corporation:  [X] Large accelerated filer [  ] Accelerated filer  
  [  ] Non-accelerated filer  [  ] Smaller reporting company  
Pacific Gas and Electric Company:  [  ] Large accelerated filer  [  ] Accelerated filer  
  [X] Non-accelerated filer  [  ] Smaller reporting company  
  
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  
PG&E Corporation:  [  ] Yes [X] No  
Pacific Gas and Electric Company:  [  ] Yes [X] No  
  
Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.  
Common stock outstanding as of October 20, 2014:    
PG&E Corporation:  475,088,027  
Pacific Gas and Electric Company:  264,374,809  
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GLOSSARY  
   
 
The following terms and abbreviations appearing in the text of this report have the meanings indicated below.  
 

 
 

  

2013 Annual Report  PG&E Corporation's and Pacific Gas and Electric Company's combined Annual Report on Form 10-K 
for the year ended December 31, 2013  

AFUDC  allowance for funds used during construction  
ALJ  administrative law judge  
CAISO  California Independent System Operator  
CCSF  City and County of San Francisco  
CPUC  California Public Utilities Commission  
CRRs  congestion revenue rights  
EPA  Environmental Protection Agency  
EPS  earnings per common share  
FERC  Federal Energy Regulatory Commission  
GAAP  U.S. Generally Accepted Accounting Principles  
GHG  greenhouse gas  
GRC  general rate case  
GT&S  gas transmission and storage  
IRS  Internal Revenue Service  
NEIL  Nuclear Electric Insurance Limited  
NRC  Nuclear Regulatory Commission  
NTSB  National Transportation Safety Board  
ORA  Office of Ratepayer Advocates  
PD  proposed decision  
PSEP  pipeline safety enhancement plan  
ROE  return on equity  
SEC  U.S. Securities and Exchange Commission  
SED  Safety and Enforcement Division of the CPUC, formerly known as the Consumer Protection and 

Safety Division or the CPSD  
TURN  The Utility Reform Network  
Utility  Pacific Gas and Electric Company  
VIE(s)  variable interest entity(ies)  
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PART I.  FINANCIAL INFORMATION  

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS   
 
PG&E CORPORATION  
CONDENSED CONSOLIDATED STATEMENTS OF INCOME  
 

 
 

  

    (Unaudited)    
    Three Months Ended      Nine Months Ended    
    September 30,      September 30,    
(in millions, except per share amounts)    2014      2013      2014      2013    
Operating Revenues                          

Electric    $ 4,012     $ 3,517     $ 10,246     $ 9,375   
Natural gas      927       658       2,536       2,248   
Total operating revenues      4,939       4,175       12,782       11,623   

Operating Expenses                                  
Cost of electricity      1,782       1,645       4,341       3,817   
Cost of natural gas      134       131       694       656   
Operating and maintenance      1,287       1,585       3,914       4,179   
Depreciation, amortization, and decommissioning      671       523       1,766       1,542   

Total operating expenses      3,874       3,884       10,715       10,194   
Operating Income      1,065       291       2,067       1,429   

Interest income      2       2       7       6   
Interest expense      (174 )     (179 )     (547 )     (532 ) 
Other income, net      36       26       98       78   

Income Before Income Taxes      929       140       1,625       981   
Income tax provision (benefit)      115       (24 )     310       243   

Net Income      814       164       1,315       738   
Preferred stock dividend requirement of subsidiary      3       3       10       10   

Income Available for Common Shareholders    $ 811     $ 161     $ 1,305     $ 728   
Weighted Average Common Shares Outstanding, Basic      472       446       466       441   
Weighted Average Common Shares Outstanding, Diluted      474       447       468       442   
Net Earnings Per Common Share, Basic    $ 1.72     $ 0.36     $ 2.80     $ 1.65   
Net Earnings Per Common Share, Diluted    $ 1.71     $ 0.36     $ 2.79     $ 1.65   
Dividends Declared Per Common Share    $ 0.46     $ 0.46     $ 1.37     $ 1.37   
                                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PG&E CORPORATION  
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  
 
 

 
 
 
 

  

    (Unaudited)    

    
Three Months Ended  

September 30,      
Nine Months Ended  

September 30,    
(in millions)    2014      2013      2014      2013    
Net Income    $ 814     $ 164     $ 1,315     $ 738   
Other Comprehensive Income                                  

Pension and other postretirement benefit plans obligations                                  
(net of taxes of $0, $3, $0 and $10, at respective dates)      -      4       -      12   
Net change in investments                                  
(net of taxes of $13, $2, $16, $13, at respective dates)      (18 )     (3 )     (24 )     19   

Total other comprehensive income (loss)      (18 )     1       (24 )     31   
Comprehensive Income      796       165       1,291       769   

Preferred stock dividend requirement of subsidiary      3       3       10       10   
Comprehensive Income Attributable to Common Shareholders    $ 793     $ 162     $ 1,281     $ 759   
                                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PG&E CORPORATION  
CONDENSED CONSOLIDATED BALANCE SHEETS  
 

 
 

  

    (Unaudited)    
    Balance At    

    
September 

30,      
December 

31,    
(in millions)    2014      2013    
ASSETS              
Current Assets              

Cash and cash equivalents    $ 139     $ 296   
Restricted cash      299       301   
Accounts receivable:                  

Customers (net of allowance for doubtful accounts of $68 and $80                  
   at respective dates)      1,121       1,091   
Accrued unbilled revenue      865       766   
Regulatory balancing accounts      1,955       1,124   
Other      328       312   

Regulatory assets      391       448   
Inventories:                  

Gas stored underground and fuel oil      189       137   
Materials and supplies      308       317   

Income taxes receivable      177       574   
Other      299       611   

Total current assets      6,071       5,977   
Property, Plant, and Equipment                  

Electric      44,297       42,881   
Gas      15,285       14,379   
Construction work in progress      2,305       1,834   
Other      2       2   

Total property, plant, and equipment      61,889       59,096   
Accumulated depreciation      (18,717 )     (17,844 ) 

Net property, plant, and equipment      43,172       41,252   
Other Noncurrent Assets                  

Regulatory assets      5,217       4,913   
Nuclear decommissioning trusts      2,399       2,342   
Income taxes receivable      93       85   
Other      932       1,036   

Total other noncurrent assets      8,641       8,376   
TOTAL ASSETS    $ 57,884     $ 55,605   
                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PG&E CORPORATION  
CONDENSED CONSOLIDATED BALANCE SHEETS  
 

 
 

  

    (Unaudited)    
    Balance At    

    
September 

30,      
December 

31,    
(in millions, except share amounts)    2014      2013    
LIABILITIES AND EQUITY              
Current Liabilities              

Short-term borrowings    $ 426     $ 1,174   
Long-term debt, classified as current      -      889   
Accounts payable:                  

Trade creditors      1,192       1,293   
Regulatory balancing accounts      1,223       1,008   
Other      425       471   

Disputed claims and customer refunds      437       154   
Interest payable      149       892   
Other      1,874       1,612   

Total current liabilities      5,726       7,493   
Noncurrent Liabilities                  

Long-term debt      14,555       12,717   
Regulatory liabilities      6,133       5,660   
Pension and other postretirement benefits      1,559       1,601   
Asset retirement obligations      3,570       3,539   
Deferred income taxes      8,032       7,823   
Other      2,278       2,178   

Total noncurrent liabilities      36,127       33,518   
Commitments and Contingencies (Note 10)                  
Equity                  

Shareholders' Equity                  
Common stock, no par value, authorized 800,000,000 shares;                  

474,534,357 and 456,670,424 shares outstanding at respective dates      10,350       9,550   
Reinvested earnings      5,403       4,742   
Accumulated other comprehensive income      26       50   

Total shareholders' equity      15,779       14,342   
Noncontrolling Interest - Preferred Stock of Subsidiary      252       252   

Total equity      16,031       14,594   
TOTAL LIABILITIES AND EQUITY    $ 57,884     $ 55,605   
                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PG&E CORPORATION  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
 
 

 
 

  

    (Unaudited)    

    
Nine Months Ended 

September 30,    
(in millions)    2014      2013    
Cash Flows from Operating Activities              

Net income    $ 1,315     $ 738   
Adjustments to reconcile net income to net cash provided by                  

operating activities:                  
Depreciation, amortization, and decommissioning      1,766       1,542   
Allowance for equity funds used during construction      (72 )     (78 ) 
Deferred income taxes and tax credits, net      209       527   
PSEP disallowed capital expenditures      -      196   
Other      258       274   
Effect of changes in operating assets and liabilities:                  
     Accounts receivable      (177 )     (160 ) 
     Inventories      (43 )     (56 ) 
     Accounts payable      (57 )     84   
     Income taxes receivable/payable      397       (133 ) 
     Other current assets and liabilities      358       (269 ) 
     Regulatory assets, liabilities, and balancing accounts, net      (994 )     12   
Other noncurrent assets and liabilities      (3 )     156   

Net cash provided by operating activities      2,957       2,833   
Cash Flows from Investing Activities                  

Capital expenditures      (3,564 )     (3,881 ) 
Decrease in restricted cash      2       29   
Proceeds from sales and maturities of nuclear decommissioning                  
trust investments      1,059       1,152   
Purchases of nuclear decommissioning trust investments      (1,065 )     (1,150 ) 
Other      107       37   

Net cash used in investing activities      (3,461 )     (3,813 ) 
Cash Flows from Financing Activities                  

Borrowings under revolving credit facilities      -      140   
Repayments under revolving credit facilities      (260 )     -  
Net issuances (repayments) of commercial paper, net of discount of $1                  
at respective dates      (789 )     322   
Proceeds from issuance of short-term debt, net of issuance costs      300       -  
Proceeds from issuance of long-term debt, net of premium, discount, and issuance                  
costs of $6 and $9 at respective dates      1,819       741   
Repayments of long-term debt      (889 )     (461 ) 
Common stock issued      743       724   
Common stock dividends paid      (617 )     (583 ) 
Other      40       (23 ) 

Net cash provided by financing activities      347       860   
Net change in cash and cash equivalents      (157 )     (120 ) 
Cash and cash equivalents at January 1      296       401   
Cash and cash equivalents at September 30    $ 139     $ 281   
Supplemental disclosures of cash flow information                  

Cash received (paid) for:                  
Interest, net of amounts capitalized    $ (516 )   $ (499 ) 
Income taxes, net      409       (65 ) 

Supplemental disclosures of noncash investing and financing activities                  
Common stock dividends declared but not yet paid    $ 216     $ 204   
Capital expenditures financed through accounts payable      232       277   
Noncash common stock issuances      16       17   
Terminated capital leases      71       -  

                  
See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PACIFIC GAS AND ELECTRIC COMPANY  
CONDENSED CONSOLIDATED STATEMENTS OF INCOME  
 

 
 
 
 
 
 
 
 
 

  

    (Unaudited)    
    Three Months Ended      Nine Months Ended    
    September 30,      September 30,    
(in millions)    2014      2013      2014      2013    
Operating Revenues                          

Electric    $ 4,012     $ 3,517     $ 10,244     $ 9,372   
Natural gas      927       657       2,536       2,248   

Total operating revenues      4,939       4,174       12,780       11,620   
Operating Expenses                                  

Cost of electricity      1,782       1,645       4,341       3,817   
Cost of natural gas      134       131       694       656   
Operating and maintenance      1,293       1,583       3,911       4,175   
Depreciation, amortization, and decommissioning      671       523       1,765       1,542   

Total operating expenses      3,880       3,882       10,711       10,190   
Operating Income      1,059       292       2,069       1,430   

Interest income      1       2       6       6   
Interest expense      (171 )     (172 )     (535 )     (513 ) 
Other income, net      19       20       56       66   

Income Before Income Taxes      908       142       1,596       989   
Income tax provision (benefit)      115       (20 )     325       261   

Net Income      793       162       1,271       728   
Preferred stock dividend requirement      3       3       10       10   

Income Available for Common Stock    $ 790     $ 159     $ 1,261     $ 718   
                                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PACIFIC GAS AND ELECTRIC COMPANY  
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  
 
 

 
 

  

  (Unaudited)    

  
Three Months Ended  

September 30,    
Nine Months Ended 

September 30,    
(in millions)  2014    2013    2014    2013    
Net Income    $ 793     $ 162     $ 1,271     $ 728   
Other Comprehensive Income                                  

Pension and other postretirement benefit plans obligations                                  
 (net of taxes of $0, $3, $0 and $9, at respective dates)      -      4       -      13   

Total other comprehensive income      -      4       -      13   
Comprehensive Income    $ 793     $ 166     $ 1,271     $ 741   
                                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PACIFIC GAS AND ELECTRIC COMPANY  
CONDENSED CONSOLIDATED BALANCE SHEETS  
 

 
 

  

    (Unaudited)    
    Balance At    

    
September 

30,      
December 

31,    
(in millions)    2014      2013    
ASSETS              
Current Assets              

Cash and cash equivalents    $ 85     $ 65   
Restricted cash      299       301   
Accounts receivable:                  

Customers (net of allowance for doubtful accounts of $68 and $80                  
  at respective dates)      1,121       1,091   
Accrued unbilled revenue      865       766   
Regulatory balancing accounts      1,955       1,124   
Other      326       313   

Regulatory assets      391       448   
Inventories:                  

Gas stored underground and fuel oil      189       137   
Materials and supplies      308       317   

Income taxes receivable      156       563   
Other      260       523   

Total current assets      5,955       5,648   
Property, Plant, and Equipment                  

Electric      44,297       42,881   
Gas      15,285       14,379   
Construction work in progress      2,305       1,834   

Total property, plant, and equipment      61,887       59,094   
Accumulated depreciation      (18,715 )     (17,843 ) 

Net property, plant, and equipment      43,172       41,251   
Other Noncurrent Assets                  

Regulatory assets      5,217       4,913   
Nuclear decommissioning trusts      2,399       2,342   
Income taxes receivable      88       81   
Other      834       814   

Total other noncurrent assets      8,538       8,150   
TOTAL ASSETS    $ 57,665     $ 55,049   
                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PACIFIC GAS AND ELECTRIC COMPANY  
CONDENSED CONSOLIDATED BALANCE SHEETS  
 

 
 

  

    (Unaudited)    
    Balance At    

    
September 

30,      
December 

31,    
(in millions, except share amounts)    2014      2013    
LIABILITIES AND SHAREHOLDERS' EQUITY              
Current Liabilities              

Short-term borrowings    $ 426     $ 914   
Long-term debt, classified as current      -      539   
Accounts payable:                  

Trade creditors      1,192       1,293   
Regulatory balancing accounts      1,223       1,008   
Other      440       432   

Disputed claims and customer refunds      437       154   
Interest payable      148       887   
Other      1,686       1,382   

Total current liabilities      5,552       6,609   
Noncurrent Liabilities                  

Long-term debt      14,205       12,717   
Regulatory liabilities      6,133       5,660   
Pension and other postretirement benefits      1,485       1,530   
Asset retirement obligations      3,570       3,539   
Deferred income taxes      8,215       8,042   
Other      2,240       2,111   

Total noncurrent liabilities      35,848       33,599   
Commitments and Contingencies (Note 10)                  
Shareholders' Equity                  

Preferred stock      258       258   
Common stock, $5 par value, authorized 800,000,000 shares;                  

264,374,809 shares outstanding at respective dates      1,322       1,322   
Additional paid-in capital      6,521       5,821   
Reinvested earnings      8,151       7,427   
Accumulated other comprehensive income      13       13   

Total shareholders' equity      16,265       14,841   
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY    $ 57,665     $ 55,049   
                  

See accompanying Notes to the Condensed Consolidated Financial Statements.    
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PACIFIC GAS AND ELECTRIC COMPANY  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
 
 

 
 
   

  

    (Unaudited)    

    
Nine Months Ended 

September 30,    
(in millions)    2014      2013    
Cash Flows from Operating Activities              

Net income    $ 1,271     $ 728   
Adjustments to reconcile net income to net cash provided by                  

operating activities:                  
Depreciation, amortization, and decommissioning      1,765       1,542   
Allowance for equity funds used during construction      (72 )     (78 ) 
Deferred income taxes and tax credits, net      173       545   

    PSEP disallowed capital expenditures      -      196   
    Other      212       231   

Effect of changes in operating assets and liabilities:                  
Accounts receivable      (174 )     (162 ) 
Inventories      (43 )     (56 ) 
Accounts payable      (3 )     125   
Income taxes receivable/payable      407       (154 ) 
Other current assets and liabilities      366       (250 ) 
Regulatory assets, liabilities, and balancing accounts, net      (994 )     12   

    Other noncurrent assets and liabilities      6       147   
Net cash provided by operating activities      2,914       2,826   
Cash Flows from Investing Activities                  

Capital expenditures      (3,564 )     (3,881 ) 
Decrease in restricted cash      2       29   
Proceeds from sales and maturities of nuclear decommissioning                  

trust investments      1,059       1,152   
Purchases of nuclear decommissioning trust investments      (1,065 )     (1,150 ) 
Other      22       14   

Net cash used in investing activities      (3,546 )     (3,836 ) 
Cash Flows from Financing Activities                  

Net issuances (repayments) of commercial paper, net of discount of $1                  
at respective dates      (789 )     322   

Proceeds from issuance of short-term debt, net of issuance costs      300       -  
Proceeds from issuance of long-term debt, net of premium, discount, and issuance                  

costs of $3 and $9 at respective dates      1,472       741   
Repayments of long-term debt      (539 )     (461 ) 
Preferred stock dividends paid      (10 )     (10 ) 
Common stock dividends paid      (537 )     (537 ) 
Equity contribution      705       835   
Other      50       (14 ) 

Net cash provided by financing activities      652       876   
Net change in cash and cash equivalents      20       (134 ) 
Cash and cash equivalents at January 1      65       194   
Cash and cash equivalents at September 30    $ 85     $ 60   
Supplemental disclosures of cash flow information                  

Cash received (paid) for:                  
Interest, net of amounts capitalized    $ (500 )   $ (487 ) 
Income taxes, net      408       (86 ) 

Supplemental disclosures of noncash investing and financing activities                  
Capital expenditures financed through accounts payable    $ 232     $ 277   
Terminated capital leases      71       -  

                  
See accompanying Notes to the Condensed Consolidated Financial Statements.    
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS (Unaudited)  
 
NOTE 1: ORGANIZATION AND BASIS OF PRESENTATION  
 

PG&E Corporation is a holding company whose primary operating subsidiary is Pacific Gas and Electric Company, a public utility 
operating in northern and central California.  The Utility generates revenues mainly through the sale and delivery of electricity and natural gas to 
customers.  The Utility is primarily regulated by the CPUC and the FERC.  In addition, the NRC oversees the licensing, construction, operation, 
and decommissioning of the Utility’s nuclear generation facilities.  
 

This quarterly report on Form 10-Q is a combined report of PG&E Corporation and the Utility.  PG&E Corporation’s Condensed 
Consolidated Financial Statements include the accounts of PG&E Corporation, the Utility, and subsidiaries.  The Utility’s Condensed 
Consolidated Financial Statements include the accounts of the Utility and its subsidiaries.  All intercompany balances and transactions have been 
eliminated.  The Notes to the Condensed Consolidated Financial Statements apply to both PG&E Corporation and the Utility unless described 
otherwise.  PG&E Corporation and the Utility operate in one segment.  
 

The accompanying Condensed Consolidated Financial Statements have been prepared in conformity with GAAP and in accordance 
with the interim period reporting requirements of Form 10-Q and reflect all adjustments (consisting only of normal recurring adjustments) that 
management believes are necessary for the fair presentation of PG&E Corporation and the Utility’s financial condition, results of operations, and 
cash flows for the periods presented.  The information at December 31, 2013 in the Condensed Consolidated Balance Sheets included in this 
quarterly report was derived from the audited Consolidated Balance Sheets in the 2013 Annual Report.  This quarterly report should be read in 
conjunction with the 2013 Annual Report.  
 

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions based on a 
wide range of factors, including future regulatory decisions and economic conditions, that are difficult to predict.  Some of the more critical 
estimates and assumptions relate to the Utility’s regulatory assets and liabilities, legal and regulatory contingencies, environmental remediation 
liabilities, asset retirement obligations, and pension and other postretirement benefit plans obligations.  Management believes that its estimates 
and assumptions reflected in the Condensed Consolidated Financial Statements are appropriate and reasonable.  Actual results could differ 
materially from those estimates.  
 
NOTE 2: SIGNIFICANT ACCOUNTING POLICIES  
 

The significant accounting policies used by PG&E Corporation and the Utility are discussed in Note 2 of the Notes to the Consolidated 
Financial Statements in the 2013 Annual Report.  
 
Variable Interest Entities  
 

A VIE is an entity that does not have sufficient equity at risk to finance its activities without additional subordinated financial support 
from other parties, or whose equity investors lack any characteristics of a controlling financial interest.  An enterprise that has a controlling 
financial interest in a VIE is a primary beneficiary and is required to consolidate the VIE.  
 

Some of the counterparties to the Utility’s power purchase agreements are considered VIEs.  Each of these VIEs was designed to own a 
power plant that would generate electricity for sale to the Utility.  To determine whether the Utility was the primary beneficiary of any of these 
VIEs at September 30, 2014, it assessed whether it absorbs any of the VIE’s expected losses or receives any portion of the VIE’s expected 
residual returns under the terms of the power purchase agreement, analyzed the variability in the VIE’s gross margin, and considered whether it 
had any decision-making rights associated with the activities that are most significant to the VIE’s performance, such as dispatch rights and 
operating and maintenance activities.  The Utility’s financial obligation is limited to the amount the Utility pays for delivered electricity and 
capacity.  The Utility did not have any decision-making rights associated with any of the activities that are most significant to the economic 
performance of any of these VIEs.  Since the Utility was not the primary beneficiary of any of these VIEs at September 30, 2014, it did not 
consolidate any of them.  
 

PG&E Corporation affiliates previously entered into four tax equity agreements to fund residential and commercial retail solar energy 
installations with four separate privately held funds that were considered VIEs.  On July 2, 2014, PG&E Corporation disposed of its interest in 
the tax equity agreements and has no remaining commitment to fund these agreements.  
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Pension and Other Postretirement Benefits  
 

PG&E Corporation and the Utility provide a non-contributory defined benefit pension plan for eligible employees, as well as 
contributory postretirement medical plans for retirees and their eligible dependents, and non-contributory postretirement life insurance plans for 
eligible employees and retirees.  
 

The net periodic benefit costs reflected in PG&E Corporation’s Condensed Consolidated Financial Statements for the three and nine 
months ended September 30, 2014 and 2013 were as follows:  
 

  (1)  The Utility recorded these amounts to a regulatory account since they are probable of recovery from, or refund to, customers in future rates.  
 

(1) The Utility recorded these amounts to a regulatory account since they are probable of recovery from, or refund to, customers in future rates.  
 

There was no material difference between PG&E Corporation and the Utility for the information disclosed above.  
 
 

  

    Pension Benefits    Other Benefits    
    Three Months Ended September 30,    
(in millions)    2014      2013      2014      2013    
Service cost for benefits earned    $ 92     $ 121     $ 12     $ 14   
Interest cost      175       158       19       19   
Expected return on plan assets      (202 )     (162 )     (25 )     (20 ) 
Amortization of prior service cost      5       5       6       6   
Amortization of net actuarial loss      1       28       1       1   
Net periodic benefit cost      71       150       13       20   
Transfer from (to) regulatory account (1)      13       (66 )     -      -  
Total    $ 84     $ 84     $ 13     $ 20   
                                  

    Pension Benefits      Other Benefits    
    Nine Months Ended September 30,    
(in millions)    2014      2013      2014      2013    
Service cost for benefits earned    $ 287     $ 351     $ 34     $ 40   
Interest cost      521       470       57       56   
Expected return on plan assets      (605 )     (487 )     (77 )     (60 ) 
Amortization of prior service cost      15       15       17       17   
Amortization of net actuarial loss      2       83       2       4   
Net periodic benefit cost      220       432       33       57   
Transfer from (to) regulatory account (1)      31       (179 )     -      -  
Total    $ 251     $ 253     $ 33     $ 57   
                                  

  
12 



Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income  
 

The changes, net of income tax, in PG&E Corporation’s accumulated other comprehensive income (loss) are summarized below:  
 

  (1)  These components are included in the computation of net periodic pension and other postretirement benefit costs.  (See the “Pension and Other Postretirement Benefits” table 
above for additional details.)  
 

  (1)  These components are included in the computation of net periodic pension and other postretirement benefit costs.  (See the “Pension and Other Postretirement Benefits” table 
above for additional details.)  
 

  

    Pension      Other      Other          
    Benefits      Benefits      Investments      Total    
(in millions, net of income tax)    Three Months Ended September 30, 2014    
Beginning balance    $ (7 )   $ 15     $ 36     $ 44   
Other comprehensive income before reclassifications:                                  
      Loss on investments (net of taxes of $0, $0, and $3,                                  
      respectively)      -      -      (4 )     (4 ) 
Amounts reclassified from other comprehensive income:                                  
      Amortization of prior service cost (net of taxes of                                  
      $2, $3, and $0, respectively) (1)      3       3       -      6   
     Transfer to regulatory account (net of taxes of                                  
     $3, $4, and $0, respectively) (1)      (3 )     (3 )     -      (6 ) 
     Realized gain on investments (net of taxes of                                  
     $0, $0, and $10, respectively)      -      -      (14 )     (14 ) 
Net current period other comprehensive loss      -      -      (18 )     (18 ) 
Ending balance    $ (7 )   $ 15     $ 18     $ 26   
                                  

    Pension      Other      Other          
    Benefits      Benefits      Investments      Total    
(in millions, net of income tax)    Three Months Ended September 30, 2013    
Beginning balance    $ (28 )   $ (69 )   $ 26     $ (71 ) 
Other comprehensive income before reclassifications:                                  
      Loss on investments (net of taxes of $0, $0, and $2,                                  
      respectively)      -      -      (3 )     (3 ) 
Amounts reclassified from other comprehensive income: (1)                                  
      Amortization of prior service cost (net of taxes of                                  
      $2, $3, and $0, respectively)      3       3       -      6   
      Amortization of net actuarial loss (net of taxes of                                  
      $11, $0, and $0, respectively)      17       1       -      18   
     Transfer to regulatory account (net of taxes of                                  
     $13, $0, and $0, respectively)      (20 )     -      -      (20 ) 
Net current period other comprehensive income (loss)      -      4       (3 )     1   
Ending balance    $ (28 )   $ (65 )   $ 23     $ (70 ) 
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  (1)  These components are included in the computation of net periodic pension and other postretirement benefit costs.  (See the “Pension and Other Postretirement Benefits” table 
above for additional details.)  
 

  (1)  These components are included in the computation of net periodic pension and other postretirement benefit costs.  (See the “Pension and Other Postretirement Benefits” table 
above for additional details.)  
 

There was no material difference between PG&E Corporation and the Utility for the information disclosed above, with the exception of 
other investments which are held by PG&E Corporation.  
 
Accounting Standards Issued But Not Yet Adopted  
 
Revenue Recognition Standard  
 

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update No. 2014-09, Revenue from Contracts 
with Customers, which amends existing revenue recognition guidance .  The accounting standards update will be effective on January 1, 
2017.  PG&E Corporation and the Utility are currently evaluating the impact the guidance will have on their consolidated financial statements 
and related disclosures.  
 
 

  
    Pension      Other      Other          
    Benefits      Benefits      Investments      Total    
(in millions, net of income tax)    Nine Months Ended September 30, 2014    
Beginning balance    $ (7 )   $ 15     $ 42     $ 50   
Other comprehensive income before reclassifications:                                  
      Gain on investments (net of taxes of $0, $0, and $4,                                  
      respectively)      -      -      6       6   
Amounts reclassified from other comprehensive income:                                  
      Amortization of prior service cost (net of taxes of                                  
      $6, $7, and $0, respectively) (1)      9       10       -      19   
      Amortization of net actuarial loss (net of taxes of                                  
      $1, $1, and $0, respectively) (1)      1       1       -      2   
     Transfer to regulatory account (net of taxes of                                  
     $7, $8, and $0, respectively) (1)      (10 )     (11 )     -      (21 ) 
     Realized gain on investments (net of taxes of                                  
     $0, $0, and $20, respectively)      -      -      (30 )     (30 ) 
Net current period other comprehensive loss      -      -      (24 )     (24 ) 
Ending balance    $ (7 )   $ 15     $ 18     $ 26   
                                  

    Pension      Other      Other          
    Benefits      Benefits      Investments      Total    
(in millions, net of income tax)    Nine Months Ended September 30, 2013    
Beginning balance    $ (28 )   $ (77 )   $ 4     $ (101 ) 
Other comprehensive income before reclassifications:                                  
      Gain on investments (net of taxes of $0, $0, and $13,                                  
      respectively)      -      -      19       19   
Amounts reclassified from other comprehensive income: (1)                                  
      Amortization of prior service cost (net of taxes of                                  
      $6, $8, and $0, respectively)      9       9       -      18   
      Amortization of net actuarial loss (net of taxes of                                  
      $34, $1, and $0, respectively)      49       3       -      52   
     Transfer to regulatory account (net of taxes of                                  
     $39, $0, and $0, respectively)      (58 )     -      -      (58 ) 
Net current period other comprehensive income      -      12       19       31   
Ending balance    $ (28 )   $ (65 )   $ 23     $ (70 ) 
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NOTE 3: REGULATORY ASSETS, LIABILITIES, AND BALANCI NG ACCOUNTS  
 
Regulatory Assets  
 

Long-term regulatory assets are composed of the following:  
 

 
Regulatory Liabilities  
 

Long-term regulatory liabilities are composed of the following:  
 

 
 

  

    Balance at    

    
September 

30,      
December 

31,    
(in millions)    2014      2013    
Pension benefits    $ 1,397     $ 1,444   
Deferred income taxes      2,269       1,835   
Utility retained generation      468       503   
Environmental compliance costs      714       628   
Price risk management      83       106   
Electromechanical meters      87       135   
Unamortized loss, net of gain, on reacquired debt      118       135   
Other      81       127   
Total long-term regulatory assets    $ 5,217     $ 4,913   

  Balance at    
  September 30,   December 31,    
(in millions)  2014    2013    
Cost of removal obligations    $ 4,144     $ 3,844   
Recoveries in excess of asset retirement obligations      687       748   
Public purpose programs      705       587   
Other      597       481   
Total long-term regulatory liabilities    $ 6,133     $ 5,660   
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Regulatory Balancing Accounts  
 

The Utility’s recovery of revenue requirements and costs is generally decoupled from the volume of sales.  The Utility tracks (1) 
differences between the Utility’s authorized revenue requirement and actual customer billings, and (2) differences between incurred costs and 
customer billings.  To the extent these differences are probable of recovery or refund over the next 12 months, the Utility records a current 
regulatory balancing account receivable or payable.  Regulatory balancing accounts that the Utility expects to collect or refund over a period 
exceeding 12 months are recorded as other noncurrent assets – regulatory assets or noncurrent liabilities – regulatory liabilities, respectively, in 
the Condensed Consolidated Balance Sheets.  
 

The Utility sells and delivers electricity and natural gas.  The Utility also administers public purpose programs, primarily related to 
customer energy efficiency programs.  The balancing accounts associated with these items will fluctuate during the year based on seasonal 
electric and gas usage and the timing of when costs are incurred and customer revenues are collected.  
 

The balancing accounts reflect the impacts of the final decision in the Utility’s 2014 GRC that was issued by the CPUC on August 14, 
2014.  
 

Current regulatory balancing accounts receivable and payable are composed of the following:  
 

 

  (1)  At September 30, 2014, Other regulatory balancing accounts payable mostly includes energy supplier settlements.  (See Note 9 Resolution of Remaining Chapter 11 Disputed 
Claims for additional details.)  
   

  

  Receivable    
  Balance at    
  September 30,   December 31,    
(in millions)  2014    2013    
Electric distribution    $ 173     $ 102   
Utility generation      162       57   
Gas distribution      549       70   
Energy procurement      633       410   
Public purpose programs      106       56   
Other      332       429   
Total regulatory balancing accounts receivable    $ 1,955     $ 1,124   

  Payable    
  Balance at    
  September 30,   December 31,    
(in millions)  2014    2013    
Energy procurement    $ 286     $ 298   
Public purpose programs      157       171   
Other (1)      780       539   
Total regulatory balancing accounts payable    $ 1,223     $ 1,008   
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NOTE 4: DEBT  
 
Senior Notes  
 

The following senior notes were issued during 2014:  
 

(1) The proceeds were used to repay the 5.75% Senior Notes, in the principal outstanding amount of $350 million.  
(2) The proceeds were used for general corporate purposes, including the repayment of a portion of the Utility's outstanding commercial paper.  
(3) The proceeds were used to repay the 4.80% Senior Notes, in the principal outstanding amount of $539 million, to fund capital expenditures, and for general corporate purposes.  
(4) The proceeds were used for general corporate purposes, including the repayment of a portion of the Utility's outstanding commercial paper, and to fund capital expenditures.  
 
Revolving Credit Facilities and Commercial Paper Program  
   

  In April 2014, PG&E Corporation and the Utility each extended the termination dates of their existing revolving credit facilities by 
one year from April 1, 2018 to April 1, 2019.  PG&E Corporation and the Utility can issue commercial paper up to the maximum amounts of 
$300 million and $1.75 billion, respectively.   PG&E Corporation and the Utility treat the amount of outstanding commercial paper as a 
reduction to the amount available under their respective revolving credit facilities.  
 

The following table summarizes PG&E Corporation’s and the Utility’s outstanding borrowings at September 30, 2014:  
 

(1) Includes a $100 million sublimit for letters of credit and a $100 million commitment for loans that are made available on a same-day basis and are repayable in full within 7 days.  
(2) Includes a $1.0 billion sublimit for letters of credit and a $300 million commitment for loans that are made available on a same-day basis and are repayable in full within 7 days.  
 
Pollution Control Bonds  
 

At September 30, 2014, the interest rates on the $614 million principal amount of pollution control bonds Series 1996 C, E, F, and 1997 
B and the related loan agreements ranged from 0.01% to 0.03%.  At September 30, 2014, the interest rates on the $309 million principal amount 
of pollution control bonds Series 2009 A-D and the related loan agreements ranged from 0.01% to 0.03%.  
 
 

  

  Issuance    Principal    Maturity  
(in millions)  Date    Amount    Date  
PG&E Corporation                

     2.40% Senior Notes  
February 

2014    $ 350 
  

(1)   March 1, 2019  
Utility                
     Floating Rate Senior Notes  May 2014      300  (2)   May 11, 2015  

     3.75% Senior Notes  
February 

2014      450  (3)   February 15, 2024  
     3.40% Senior Notes  August 2014      350  (4)   August 15, 2024  

     4.75% Senior Notes  
February 

2014      450  (3)   February 15, 2044  
     4.75% Senior Notes  August 2014      225  (4)   February 15, 2044  
Total senior note issuances      $ 2,125       

                

          Letters of          
  Termination   Facility     Credit    Commercial    Facility  
(in millions)  Date    Limit    Outstanding    Paper    Availability  
PG&E Corporation  April 2019    $ 300 (1)   $ -   $ -   $ 300 
Utility  April 2019      3,000 (2)     84     126     2,790 
Total revolving credit facilities      $ 3,300     $ 84   $ 126   $ 3,090 
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NOTE 5: EQUITY  
 

PG&E Corporation’s and the Utility’s changes in equity for the nine months ended September 30, 2014 were as follows:  

In February 2014, PG&E Corporation entered into a new equity distribution agreement providing for the sale of PG&E Corporation 
common stock having an aggregate gross sales price of up to $500 million.  During the three and nine months ended September 30, 2014, PG&E 
Corporation sold 2 million and 11 million shares, respectively, under the February 2014 equity distribution agreement for cash proceeds of $67 
million and $496 million, respectively, exhausting the remaining capacity under this agreement. These amounts are net of commissions paid of 
$1 million and $4 million, respectively.  
 

In addition, PG&E Corporation issued common stock under the PG&E Corporation 401(k) plan, the Dividend Reinvestment and Stock 
Purchase Plan, and share-based compensation plans.  During the nine months ended September 30, 2014, 7 million shares were issued for cash 
proceeds of $247 million under these plans.  
 
 
NOTE 6: EARNINGS PER SHARE  
 

PG&E Corporation’s basic EPS is calculated by dividing the income available for common shareholders by the weighted average 
number of common shares outstanding.  PG&E Corporation applies the treasury stock method of reflecting the dilutive effect of outstanding 
share-based compensation in the calculation of diluted EPS.  The following is a reconciliation of PG&E Corporation’s income available for 
common shareholders and weighted average common shares outstanding for calculating diluted EPS:  
 

 
For each of the periods presented above, the calculation of outstanding common shares on a diluted basis excluded an insignificant 

amount of options and securities that were antidilutive.  
 

  

              

    
PG&E 

Corporation     Utility    
    Total      Total    

(in millions)    Equity      
Shareholders' 

Equity    
Balance at December 31, 2013    $ 14,594     $ 14,841   
Comprehensive income      1,291       1,271   
Equity contributions      -      705   
Common stock issued      759       -  
Share-based compensation      41       (5 ) 
Common stock dividends declared      (644 )     (537 ) 
Preferred stock dividend requirement      -      (10 ) 
Preferred stock dividend requirement of subsidiary      (10 )     -  
Balance at September 30, 2014    $ 16,031     $ 16,265   
                  

    Three Months Ended      Nine Months Ended    
    September 30,      September 30,    
(in millions, except per share amounts)    2014      2013      2014      2013    
Income available for common shareholders    $ 811     $ 161     $ 1,305     $ 728   
Weighted average common shares outstanding, basic      472       446       466       441   
Add incremental shares from assumed conversions:                                  

Employee share-based compensation      2       1       2       1   
Weighted average common share outstanding, diluted      474       447       468       442   
Total earnings per common share, diluted    $ 1.71     $ 0.36     $ 2.79     $ 1.65   

  
18 



NOTE 7: DERIVATIVES  
 

The Utility uses both derivative and non-derivative contracts in managing its customers’ exposure to commodity-related price risk, 
including forward contracts, swap agreements, futures contracts, and option contracts.  
 

These instruments are not held for speculative purposes and are subject to certain regulatory requirements.  Customer rates are designed 
to recover the Utility’s reasonable costs of providing services, including the costs related to price risk management activities.  
 

Price risk management activities that meet the definition of derivatives are recorded at fair value on the Condensed Consolidated 
Balance Sheets.  The Utility expects to fully recover in rates all costs related to derivatives as long as the current ratemaking mechanism remains 
in place and the Utility’s price risk management activities are carried out in accordance with CPUC directives.  Therefore, all unrealized gains 
and losses associated with the change in fair value of these derivatives are deferred and recorded within the Utility’s regulatory assets and 
liabilities.  (See Note 3 above.)  Net realized gains or losses on commodity derivatives are recorded in the cost of electricity or the cost of natural 
gas with corresponding increases or decreases to regulatory balancing accounts for recovery from or refund to customers.  
   
                 The Utility offsets cash collateral paid or cash collateral received against the fair value amounts recognized for derivative instruments 
executed with the same counterparty under a master netting arrangement where the right of offset and the intention to offset exist.  
 

The Utility elects the normal purchase and sale exception for eligible derivatives.  Derivatives that require physical delivery in 
quantities that are expected to be used by the Utility over a reasonable period in the normal course of business, and do not contain pricing 
provisions unrelated to the commodity delivered, are eligible for the normal purchase and sale exception.  The fair value of derivatives that are 
eligible for the normal purchase and sales exception are not reflected in the Condensed Consolidated Balance Sheets at fair value, but are 
accounted for under the accrual method of accounting.  Therefore, expenses are recognized as incurred.  
 
Volume of Derivative Activity  
   

At September 30, 2014, the volumes of the Utility’s outstanding derivatives were as follows:  
 

(1) Amounts shown reflect the total gross derivative volumes by commodity type that are expected to settle in each period.  
(2) Derivatives in this category expire between 2019 and 2023.  
(3) Amounts shown are for the combined positions of the electric fuels and core gas portfolios.  
(4) Million British Thermal Units.  
 

  

      Contract Volume (1)    
            1 Year or      3 Years or          
            Greater but      Greater but          
      Less Than 1      Less Than 3      Less Than 5      5 Years or    

Underlying Product  Instruments    Year      Years      Years      Greater (2)    
Natural Gas (3)  Forwards and                          
(MMBtus (4) )  Swaps      218,107,731       70,621,174       3,530,000       -  
  Options      116,213,741       62,844,400       -      -  
Electricity  Forwards and                                  
(Megawatt-hours)  Swaps      1,364,184       1,956,498       1,574,588       969,478   
  Congestion                                  

  
Revenue 
Rights      55,886,532       87,533,830       41,126,312       22,755,431   
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                At December 31, 2013, the volumes of the Utility’s outstanding derivatives were as follows:  
 

(1)   Amounts shown reflect the total gross derivative volumes by commodity type that are expected to settle in each period.  
(2) Derivatives in this category expire between 2019 and 2022.  
(3) Amounts shown are for the combined positions of the electric fuels and core gas portfolios.  
(4) Million British Thermal Units .  
 
Presentation of Derivative Instruments in the Financial Statements  
 

Derivatives that are subject to a master netting agreement where the right and the intent to offset assets and liabilities exists, are 
presented on a net basis in the Condensed Consolidated Balance Sheets. The net balances include outstanding cash collateral associated with 
derivative positions.  
 

At September 30, 2014, the Utility’s outstanding derivative balances were as follows:  
 

   
At December 31, 2013, the Utility’s outstanding derivative balances were as follows:  

 

 
 
 

  

      Contract Volume (1)    
            1 Year or      3 Years or          
            Greater but      Greater but          
      Less Than 1      Less Than 3      Less Than 5      5 Years or    

Underlying Product  Instruments    Year      Years      Years      Greater (2)    
Natural Gas (3)  Forwards and                          
(MMBtus (4) )  Swaps      243,213,288       79,735,000       8,892,500       -  
  Options      169,123,208       87,689,708       3,450,000       -  
Electricity  Forwards and                                  
(Megawatt-hours)  Swaps      2,537,023       2,009,505       2,008,046       1,534,695   
  Congestion                                  

  
Revenue 
Rights      73,510,440       83,747,782       63,718,517       29,945,852   

                                    

  Commodity Risk    

  
Gross 

Derivative            
Total 

Derivative    

(in millions)  Balance    Netting    
Cash 

Collateral    Balance    
Current assets – other    $ 51     $ (6 )   $ 15     $ 60   
Other noncurrent assets – other      81       (4 )     -      77   
Current liabilities – other      (57 )     6       6       (45 ) 
Noncurrent liabilities – other      (87 )     4       -      (83 ) 
Net commodity risk    $ (12 )   $ -    $ 21     $ 9   

  Commodity Risk    

  
Gross 

Derivative            
Total 

Derivative    

(in millions)  Balance    Netting    
Cash 

Collateral    Balance    
Current assets – other    $ 42     $ (10 )   $ 16     $ 48   
Other noncurrent assets – other      99       (4 )     -      95   
Current liabilities – other      (122 )     10       69       (43 ) 
Noncurrent liabilities – other      (110 )     4       2       (104 ) 
Net commodity risk    $ (91 )   $ -    $ 87     $ (4 ) 
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Gains and losses associated with price risk management activities were recorded as follows:  
 

(1) Unrealized gains and losses on commodity risk-related derivative instruments are recorded to regulatory liabilities or assets, respectively, rather than being recorded to the 
Condensed Consolidated Statements of Income.  These amounts exclude the impact of cash collateral postings.  
(2) These amounts are fully passed through to customers in rates.  Accordingly, net income was not impacted by realized amounts on these instruments.  
 

The majority of the Utility’s derivatives contain collateral posting provisions tied to the Utility’s credit rating from each of the major 
credit rating agencies. At September 30, 2014, the Utility’s credit rating was investment grade.  
 

 If the Utility’s credit rating were to fall below investment grade, the Utility would be required to post additional cash immediately to 
fully collateralize some of its net liability derivative positions.  
 

The additional cash collateral that the Utility would be required to post if the credit risk-related contingency features were triggered was 
as follows:  
 

(1) This calculation excludes the impact of closed but unpaid positions, as their settlement is not impacted by any of the Utility’s credit risk-related contingencies.  
 
 

  

  Commodity Risk    
  Three Months Ended    Nine Months Ended    
  September 30,    September 30,    
(in millions)  2014    2013    2014    2013    
Unrealized gain (loss) - regulatory assets and liabilities (1)    $ (6 )   $ 40     $ 79     $ 115   
Realized loss - cost of electricity (2)      (22 )     (57 )     (48 )     (136 ) 
Realized loss - cost of natural gas (2)      (4 )     (2 )     (7 )     (14 ) 
Net commodity risk    $ (32 )   $ (19 )   $ 24     $ (35 ) 
                                  

    Balance at    

    
September 

30,      
December 

31,    
(in millions)    2014      2013    
Derivatives in a liability position with credit risk-related              
 contingencies that are not fully collateralized    $ (22 )   $ (79 ) 
Related derivatives in an asset position      1       4   
Collateral posting in the normal course of business related to                  

these derivatives      8       65   
Net position of derivative contracts/additional collateral                  

posting requirements (1)    $ (13 )   $ (10 ) 
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NOTE 8: FAIR VALUE MEASUREMENTS  
 

PG&E Corporation and the Utility measure their cash equivalents, trust assets, price risk management instruments, and other 
investments at fair value.  A three-tier fair value hierarchy is established that prioritizes the inputs to valuation methodologies used to measure 
fair value:  
 

 

 

 
The fair value hierarchy requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when 

measuring fair value.  
 
                Assets and liabilities measured at fair value on a recurring basis for PG&E Corporation and the Utility are summarized below (assets 
held in rabbi trusts and other investments are held by PG&E Corporation and not the Utility):  
 

(1) Includes the effect of the contractual ability to settle contracts under master netting agreements and margin cash collateral.  
(2) Represents amount before deducting $306 million, primarily related to deferred taxes on appreciation of investment value.  
 

  

•   Level 1 – Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.  

•   Level 2 – Other inputs that are directly or indirectly observable in the marketplace.  

•   Level 3 – Unobservable inputs which are supported by little or no market activities.  

    Fair Value Measurements    
    At September 30, 2014    
(in millions)    Level 1      Level 2      Level 3      Netting (1)      Total    
Assets:                                
Money market investments    $ 53     $ -    $ -    $ -    $ 53   
Nuclear decommissioning trusts                                          
  Money market investments      16       -      -      -      16   
  U.S. equity securities      1,118       12       -      -      1,130   
  Non-U.S. equity securities      432       1       -      -      433   
  U.S. government and agency securities      745       164       -      -      909   
  Municipal securities      -      54       -      -      54   
  Other fixed-income securities      -      163       -      -      163   
Total nuclear decommissioning trusts (2)      2,311       394       -      -      2,705   
Price risk management instruments                                          
(Note 7)                                          
  Electricity      1       29       95       5       130   
  Gas      3       4       -      -      7   
Total price risk management instruments      4       33       95       5       137   
Rabbi trusts                                          
  Fixed-income securities      -      41       -      -      41   
  Life insurance contracts      -      71       -      -      71   
Total rabbi trusts      -      112       -      -      112   
Long-term disability trust                                          
  Money market investments      4       -      -      -      4   
  U.S. equity securities      -      9       -      -      9   
  Non-U.S. equity securities      -      12       -      -      12   
  Fixed-income securities      -      107       -      -      107   
Total long-term disability trust      4       128       -      -      132   
Other investments      36       -      -      -      36   
Total assets    $ 2,408     $ 667     $ 95     $ 5     $ 3,175   
Liabilities:                                          
Price risk management instruments                                          
(Note 7)                                          
  Electricity    $ 9     $ 17     $ 115     $ (16 )   $ 125   
  Gas      3       -      -      -      3   
Total liabilities    $ 12     $ 17     $ 115     $ (16 )   $ 128   
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(1) Includes the effect of the contractual ability to settle contracts under master netting agreements and margin cash collateral.  
(2) Represents amount before deducting $313 million, primarily related to deferred taxes on appreciation of investment value.  
 

  

    Fair Value Measurements    
    At December 31, 2013    
(in millions)    Level 1      Level 2      Level 3      Netting (1)      Total    
Assets:                                
Money market investments    $ 226     $ -    $ -    $ -    $ 226   
Nuclear decommissioning trusts                                          
  Money market investments      38       -      -      -      38   
  U.S. equity securities      1,046       11       -      -      1,057   
  Non-U.S. equity securities      457       -      -      -      457   
  U.S. government and agency securities      760       156       -      -      916   
  Municipal securities      -      25       -      -      25   
  Other fixed-income securities      -      162       -      -      162   
Total nuclear decommissioning trusts (2)      2,301       354       -      -      2,655   
Price risk management instruments                                          
(Note 7)                                          
  Electricity      2       27       107       3       139   
  Gas      -      5       -      (1 )     4   
Total price risk management instruments      2       32       107       2       143   
Rabbi trusts                                          
  Fixed-income securities      -      39       -      -      39   
  Life insurance contracts      -      70       -      -      70   
Total rabbi trusts      -      109       -      -      109   
Long-term disability trust                                          
  Money market investments      9       -      -      -      9   
  U.S. equity securities      -      14       -      -      14   
  Non-U.S. equity securities      -      12       -      -      12   
  Fixed-income securities      -      122       -      -      122   
Total long-term disability trust      9       148       -      -      157   
Other investments      84       -      -      -      84   
Total assets    $ 2,622     $ 643     $ 107     $ 2     $ 3,374   
Liabilities:                                          
Price risk management instruments                                          
(Note 7)                                          
  Electricity    $ 19     $ 72     $ 137     $ (84 )   $ 144   
  Gas      1       3       -      (1 )     3   
Total liabilities    $ 20     $ 75     $ 137     $ (85 )   $ 147   
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Valuation Techniques  
 

The following describes the valuation techniques used to measure the fair value of the assets and liabilities shown in the tables 
above.  Investments, primarily consisting of equity securities, that are valued using a net asset value per share can be redeemed quarterly with 
notice not to exceed 90 days.  Equity investments valued at net asset value per share utilize investment strategies aimed at matching the 
performance of indexed funds.  Transfers between levels in the fair value hierarchy are recognized as of the end of the reporting period.  There 
were no material transfers between any levels for the nine months ended September 30, 2014 and 2013.  
 
Trust Assets  
 

Nuclear decommissioning trust assets and other trust assets are composed primarily of equity securities, debt securities, and life 
insurance policies.  In general, investments held in the trusts are exposed to various risks, such as interest rate, credit, and market volatility risks.  
 

Equity securities primarily include investments in common stock that are valued based on quoted prices in active markets and are 
classified as Level 1.  Equity securities also include commingled funds that are composed of equity securities traded publicly on exchanges 
across multiple industry sectors in the U.S. and other regions of the world. Investments in these funds are classified as Level 2 because price 
quotes are readily observable and available.  
 

Debt securities are primarily composed of U.S. government and agency securities, municipal securities, and other fixed-income 
securities, including corporate debt securities.  U.S. government and agency securities primarily consist of U.S. Treasury securities that are 
classified as Level 1 because the fair value is determined by observable market prices in active markets.  A market approach is generally used to 
estimate the fair value of debt securities classified as Level 2 using evaluated pricing data such as broker quotes, for similar securities adjusted 
for observable differences.  Significant inputs used in the valuation model generally include benchmark yield curves and issuer spreads.  The 
external credit ratings, coupon rate, and maturity of each security are considered in the valuation model, as applicable.  
 
Price Risk Management Instruments  
 

Price risk management instruments include physical and financial derivative contracts, such as power purchase agreements, forwards, 
swaps, options, and CRRs that are traded either on an exchange or over-the-counter.  
 

Power purchase agreements, forwards, and swaps are valued using a discounted cash flow model.  Exchange-traded forwards and swaps 
that are valued using observable market forward prices for the underlying commodity are classified as Level 1.  Over-the-counter forwards and 
swaps that are identical to exchange-traded forwards and swaps, or are valued using forward prices from broker quotes that are corroborated with 
market data are classified as Level 2.  Exchange-traded options are valued using observable market data and market-corroborated data and are 
classified as Level 2.  
 

Long-dated power purchase agreements that are valued using significant unobservable data are classified as Level 3.  These Level 3 
contracts are valued using either estimated basis adjustments from liquid trading points or techniques, including extrapolation from observable 
prices, when a contract term extends beyond a period for which market data is available.  Market and credit risk management utilizes models to 
derive pricing inputs for the valuation of the Utility’s Level 3 instruments using pricing inputs from brokers and historical data.  
 

The Utility holds CRRs to hedge the financial risk of CAISO-imposed congestion charges in the day-ahead market.  CRRs are classified 
as Level 3 and are valued based on CRR auction prices, including historical prices.  Limited market data is available in the CAISO auction and 
between auction dates; therefore, the Utility uses models to forecast CRR prices for those periods not covered in the auctions.  
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Level 3 Measurements and Sensitivity Analysis  
 

The Utility’s market and credit risk management function, which reports to the Chief Risk Officer of the Utility, is responsible for 
determining the fair value of the Utility’s price risk management derivatives.  The Utility’s finance and risk management functions collaborate to 
determine the appropriate fair value methodologies and classification for each derivative.  Inputs used and the fair value of Level 3 instruments 
are reviewed period-over-period and compared with market conditions to determine reasonableness.  
 

Significant increases or decreases in any of those inputs would result in a significantly higher or lower fair value, respectively.  All 
reasonable costs related to Level 3 instruments are expected to be recoverable through customer rates; therefore, there is no impact to net income 
resulting from changes in the fair value of these instruments.  (See Note 7 above.)  
 

(1) Represents price per megawatt-hour  
 

  (1) Represents price per megawatt-hour  
 

  

  Fair Value at                  
(in millions)  September 30, 2014                  

Fair Value Measurement  Assets    Liabilities    
Valuation 
Technique    

Unobservable 
Input    Range (1)    

Congestion revenue rights    $ 95     $ 28   
Market 
approach    

CRR auction 
prices      $ (19.16) - 12.04   

Power purchase agreements    $ -    $ 87   
Discounted 
cash flow    Forward prices      $ 22.54 - 63.45   

                                  

  Fair Value at                  
(in millions)  December 31, 2013                  

Fair Value Measurement  Assets    Liabilities    
Valuation 
Technique    

Unobservable 
Input    Range (1)    

Congestion revenue rights    $ 107     $ 32   
Market 
approach    

CRR auction 
prices      $ (6.47) - 12.04   

Power purchase agreements    $ -    $ 105   
Discounted 
cash flow    Forward prices      $ 23.43 - 51.75   
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Level 3 Reconciliation  
 

The following tables present the reconciliation for Level 3 price risk management instruments for the three and nine months ended 
September 30, 2014 and 2013:  
 

(1) The costs related to price risk management activities are recoverable through customer rates, therefore, balancing account revenue is recorded for amounts settled and purchased 
and there is no impact to net income. Unrealized gains and losses are deferred in regulatory liabilities and assets.  
 

(1) The costs related to price risk management activities are recoverable through customer rates, therefore, balancing account revenue is recorded for amounts settled and purchased 
and there is no impact to net income. Unrealized gains and losses are deferred in regulatory liabilities and assets.  
 

  

    
Price Risk Management 

Instruments    
(in millions)    2014      2013    
Liability balance as of July 1    $ (11 )   $ (76 ) 
Net realized and unrealized gains:                  

Included in regulatory assets and liabilities or balancing accounts (1)      (9 )     (6 ) 
Liability balance as of September 30    $ (20 )   $ (82 ) 
                  

    
Price Risk Management 

Instruments    
(in millions)    2014      2013    
Liability balance as of January 1    $ (30 )   $ (79 ) 
Realized and unrealized gains (losses):                  

Included in regulatory assets and liabilities or balancing accounts (1)      10       (3 ) 
Liability balance as of September 30    $ (20 )   $ (82 ) 
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Financial Instruments  
 

PG&E Corporation and the Utility use the following methods and assumptions in estimating fair value for financial instruments:  
 

 

 
The carrying amount and fair value of PG&E Corporation’s and the Utility’s debt instruments were as follows (the table below excludes 

financial instruments with carrying values that approximate their fair values):  
 

 
Available for Sale Investments  
 

The following table provides a summary of available-for-sale investments:  
 

(1) Represents amounts before deducting $306 million and $313 million at September 30, 2014 and December 31, 2013, respectively, primarily related to deferred taxes on 
appreciation of investment value.  
 
 

  

•   The fair values of cash, restricted cash, net accounts receivable, short-term borrowings, accounts payable, customer deposits, floating 
rate senior notes, and the Utility’s variable rate pollution control bond loan agreements approximate their carrying values at September 
30, 2014 and December 31, 2013, as they are short-term in nature or have interest rates that reset daily.  

•   The fair values of the Utility’s fixed-rate senior notes and fixed-rate pollution control bonds and PG&E Corporation’s fixed-rate senior 
notes were based on quoted market prices at September 30, 2014 and December 31, 2013.  

  At September 30, 2014    At December 31, 2013    

(in millions)  
Carrying 
Amount    

Level 2 Fair 
Value    

Carrying 
Amount    

Level 2 Fair 
Value    

PG&E Corporation    $ 349     $ 351     $ 350     $ 354   
Utility      13,283       14,992       12,334       13,444   

          Total      Total          
    Amortized      Unrealized      Unrealized      Total Fair    
(in millions)    Cost      Gains      Losses      Value    
As of September 30, 2014                          
Nuclear decommissioning trusts                          
  Money market investments    $ 16     $ -    $ -    $ 16   
  Equity securities                                  
    U.S.      269       863       (2 )     1,130   
    Non-U.S.      256       183       (6 )     433   
  Debt securities                                  

    U.S. government and agency securities      855       57       (3 )     909   
    Municipal securities      50       4       -      54   
    Other fixed-income securities      163       1       (1 )     163   

Total nuclear decommissioning trusts (1)      1,609       1,108       (12 )     2,705   
Other investments      5       31       -      36   
Total    $ 1,614     $ 1,139     $ (12 )   $ 2,741   
As of December 31, 2013                                  
Nuclear decommissioning trusts                                  
  Money market investments    $ 38     $ -    $ -    $ 38   
  Equity securities                                  
    U.S.      246       811       -      1,057   
    Non-U.S.      215       242       -      457   
Debt securities                                  

  U.S. government and agency securities      870       51       (5 )     916   
  Municipal securities      24       2       (1 )     25   
  Other fixed-income securities      163       1       (2 )     162   

Total nuclear decommissioning trusts (1)      1,556       1,107       (8 )     2,655   
Other investments      13       71       -      84   
Total    $ 1,569     $ 1,178     $ (8 )   $ 2,739   
                                  

  
27 



The fair value of debt securities by contractual maturity is as follows:  
 

 
The following table provides a summary of activity for the debt and equity securities:  

 

 

  

    As of    

(in millions)    
September 
30, 2014    

Less than 1 year    $ 27   
1–5 years      483   
5–10 years      257   
More than 10 years      359   
Total maturities of debt securities    $ 1,126   

  Three Months Ended      Nine Months Ended    
  September 30,      September 30,    
  2014    2013      2014    2013    
(in millions)                          
Proceeds from sales and maturities of nuclear decommissioning                          

trust investments    $ 182     $ 357     $ 1,059     $ 1,152   
Gross realized gains on securities held as available-for-sale      30       7       114       44   
Gross realized losses on securities held as available-for-sale      -      (4 )     (3 )     (10 ) 
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NOTE 9: RESOLUTION OF REMAINING CHAPTER 11 DISPUTED  CLAIMS    
 

Various electricity suppliers filed claims in the Utility’s proceeding filed under Chapter 11 of the U.S. Bankruptcy Code seeking 
payment for energy supplied to the Utility’s customers between May 2000 and June 2001.  These claims, which the Utility disputes, are being 
addressed in various FERC and judicial proceedings in which the State of California, the Utility, and other electricity purchasers are seeking 
refunds from electricity suppliers, including governmental entities, for overcharges incurred in the CAISO and the California Power Exchange 
wholesale electricity markets during this period.  
 

While the FERC and judicial proceedings are pending, the Utility has pursued, and continues to pursue, settlements with electricity 
suppliers.  The Utility has entered into a number of settlement agreements with various electricity suppliers to resolve some of these disputed 
claims and to resolve the Utility’s refund claims against these electricity suppliers.  These settlement agreements provide that the amounts 
payable by the parties are, in some instances, subject to adjustment based on the outcome of the various refund offset and interest issues being 
considered by the FERC.  

   
Any net refunds, claim offsets, or other credits that the Utility receives from electricity suppliers through resolution of the remaining 

disputed claims, either through settlement or through the conclusion of the various FERC and judicial proceedings, are refunded to customers 
through rates in future periods.  
 

In July 2014, a settlement agreement between the Utility and an electric supplier became effective, resolving a portion of the Utility’s 
disputed claims.  The settlement will result in refunds to customers of $312 million and will be returned through rates in future periods.  The 
Utility is uncertain when and how the remaining disputed claims will be resolved.  
 

In August 2014, the Utility received a letter from the California Power Exchange clarifying its ultimate intent to offset the Utility’s 
remaining disputed claims principal and interest balances through net settlement.  Accordingly, the Utility has presented $437 million of net 
Disputed claims and customer refunds on the Condensed Consolidated Balance Sheets at September 30, 2014, which includes both principal and 
interest.  At December 31, 2013, the Condensed Consolidated Balance Sheets reflected $154 million of Disputed claims and customer refunds 
and $710 million of Interest payable.  
 

At September 30, 2014 and December 31, 2013 the Utility held $291 million in escrow, including earned interest, for payment of the 
remaining net disputed claims liability.  These amounts are included within restricted cash on the Condensed Consolidated Balance Sheets.  
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NOTE 10: COMMITMENTS AND CONTINGENCIES  
 

PG&E Corporation and the Utility have significant contingencies arising from their operations, including contingencies related to 
natural gas matters and environmental remediation.  The Utility also has substantial financial commitments in connection with agreements 
entered into to support its operating activities.  
 
Enforcement and Litigation Matters  
   
Pending CPUC Investigations  
 

On September 2, 2014, the assigned CPUC ALJs issued their presiding officer decisions in the three investigative enforcement 
proceedings pending against the Utility.  As previously disclosed in the 2013 Annual Report, these investigations relate to the Utility’s natural 
gas transmission operations and practices and the San Bruno accident that occurred on September 9, 2010.  The ALJs determined that the Utility 
committed approximately 3,700 violations of law, rules and regulations.  The ALJs jointly issued a decision (the “Penalty Decision”) calling for 
total penalties of $1.4 billion on the Utility to address all violations, allocated as follows: (1) $950 million fine to be paid to the State General 
Fund, (2) $400 million refund to ratepayers of previously authorized revenues, and (3) remedial measures that the ALJs estimate will cost the 
Utility at least $50 million.  The ALJs’ decisions are not the final decisions of the CPUC.  As described below, the Utility and other parties have 
appealed these decisions.  In addition, three CPUC Commissioners have requested that the CPUC review the decisions.  It is possible that one or 
more Commissioners will issue an alternate penalty decision for consideration by the CPUC.  (Two of the five CPUC Commissioners have 
recused themselves from voting on the final outcome of the investigations.)  
   

On October 2, 2014, the Utility and other parties, including TURN, ORA, and CCSF filed appeals with the CPUC of the presiding 
officer decisions.  In its appeals, the Utility argues that the penalties imposed and the findings and conclusions on which they are based do not 
meet applicable legal standards, are based on the misapplication of California law and regulations, and are unconstitutional.  The Utility has 
asked the CPUC to order the Utility to pay a significantly reduced penalty that is reasonable and proportionate in light of the nature of the 
violations and that takes into account the substantial unrecovered amounts the Utility has already spent and forecasts that it will spend on gas 
system safety.  The Utility requests that it be allowed 180 days to raise the funds it may be ordered to pay to the State General Fund rather than 
the 40 days specified in the Penalty Decision.  The Utility also argues that the entire penalty should go toward funding investments in the 
Utility’s gas transmission system.  
 

TURN, ORA, and CCSF jointly filed an appeal urging the CPUC to disallow the Utility’s recovery of remaining PSEP costs of $877 
million and to require the Utility to pay $473 million to the State General Fund. These parties also argue that the record in the investigative 
proceedings would support an even larger penalty than stated in the Penalty Decision.  The City of San Bruno appealed the rejection of its 
proposals for the appointment of an independent monitor to oversee the Utility’s natural gas operations and for the establishment of a pipeline 
safety trust.  On October 27, 2014, the parties filed responses to the various appeals.    

   
                It is uncertain when the outcome of these investigations will be determined.  There continues to be significant uncertainty regarding the 
ultimate form and amount of penalty while the various appeals and requests for review of the presiding officer’s decisions are unresolved.  The 
impact on PG&E Corporation’s and the Utility’s consolidated financial statements will vary depending on the forms and amounts of penalties 
that are ultimately adopted by the CPUC.  Fines payable to the State General Fund or refunds of revenues previously authorized would be 
charged to net income when it is probable that such penalties will be imposed and the amounts can be reasonably estimated.  A disallowance of 
previously authorized and incurred capital costs would be charged to net income when the disallowance is probable and the amount can be 
reasonably estimated.  (See “Pipeline Safety Enhancement Plan” below.)  Penalties in the form of future shareholder-funded pipeline work 
would be charged to net income in the period during which the actual costs are incurred.    
   
                At September 30, 2014, the Condensed Consolidated Balance Sheets included an accrual of $200 million in other current liabilities for 
the minimum amount of fines deemed probable.  Although the CPUC may impose total penalties on the Utility of $1.4 billion or higher, 
consistent with the Penalty Decision, the Utility is unable to make a better estimate of probable fines or make a reasonable estimate of probable 
disallowances or other refunds due to the variety of potential outcomes that could result from the various appeals and Commissioners’ requests 
for review.  PG&E Corporation’s and the Utility’s estimates and the assumptions on which they are based are subject to change as developments 
in the appeal process occur or if alternate penalty decisions are issued for CPUC consideration.  Future changes in estimates or assumptions 
could have a material impact on future financial condition, results of operations, and cash flows.  PG&E Corporation and the Utility believe the 
final outcome of the investigations will have a material impact on their financial condition, results of operations, and cash flows.   
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Federal Criminal Indictment  
 

On July 30, 2014, the U.S. Attorney’s Office for the Northern District of California filed a 28-count superseding criminal indictment 
against the Utility in federal district court replacing the indictment that had been filed on April 1, 2014.  The superseding indictment alleges 27 
felony counts (increased from 12 counts alleged in the original indictment) charging that the Utility knowingly and willfully violated minimum 
safety standards under the Natural Gas Pipeline Safety Act relating to record keeping, pipeline integrity management, and identification of 
pipeline threats.  The superseding indictment also includes one felony count charging that the Utility illegally obstructed the NTSB’s 
investigation of the San Bruno accident.  The maximum statutory fine for each felony count is $500,000, for total fines of $14 million.  The 
superseding indictment also seeks an alternative fine under the Alternative Fines Act which states, in part: “If any person derives pecuniary gain 
from the offense, or if the offense results in pecuniary loss to a person other than the defendant, the defendant may be fined not more than the 
greater of twice the gross gain or twice the gross loss.”  Based on the superseding indictment’s allegations that the Utility derived gross gains of 
approximately $281 million and that the victims suffered losses of approximately $565 million, the maximum alternate fine would be 
approximately $1.13 billion.  
 

The Utility entered a plea of not guilty.  The Utility continues to believe that criminal charges are not merited and that it did not 
knowingly and willfully violate minimum safety standards under the Natural Gas Pipeline Safety Act or obstruct the NTSB’s investigation, as 
alleged in the superseding indictment.  A status conference is scheduled to be held in court on November 3, 2014.  PG&E Corporation and the 
Utility have not accrued any charges for criminal fines in their condensed consolidated financial statements as such amounts are not considered 
to be probable.  
 
Other Enforcement Matters  
 

PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows also may be affected by the outcome of 
the following matters.  They are unable to reasonably estimate the amount or range of future charges that could be incurred in connection with 
these matters given the wide discretion the CPUC and the SED have in determining whether to bring enforcement action and the number of 
factors that can be considered in determining the final penalties.  
 
Improper CPUC Communications  
   
                In September and October 2014, the Utility notified the CPUC that the Utility believes certain communications between the Utility and 
CPUC personnel violated the CPUC’s rules regarding ex parte communications.  Ex parte communications include any communications 
concerning substantive issues in a formal proceeding before the CPUC, between a decision maker and an interested person, that does not occur 
in an established public forum or on the record.  Some of these communications relate to the 2015 GT&S rate case, in which the Utility has 
requested a $555 million increase in natural gas transmission and storage revenues effective January 1, 2015.  On October 16, 2014, a CPUC 
ALJ issued a ruling, effective immediately, that bans the Utility from engaging in any oral or written ex parte communications, as well as 
procedural communications, with Commissioners or their advisors (other than during all-party meetings) regarding the GT&S rate case or any 
other rate-setting or adjudicatory proceeding before the CPUC, for a one-year period or until the resolution of the GT&S rate case, whichever is 
later.  (The ALJ also issued a PD requesting the CPUC to affirm the ruling.)  In addition, the CPUC Commissioner who is assigned to the GT&S 
rate case issued an alternate PD on October 16, 2014, that, among other provisions, would impose a $1.05 million fine and adopt a ratemaking 
disallowance of no more than half of the revenue increase, as authorized by a final CPUC decision in the 2015 GT&S rate case, that would have 
been amortized (collected from ratepayers) over the period between the original planned timing of a final decision (March 2015) and the 
modified schedule for a final decision.  Comments by parties on the PD and alternate PD are due on November 5, 2014.    
 

Neither the PD nor the alternate PD address the additional ex parte communications that the Utility identified and reported to the CPUC 
on October 6, 2014.  The Utility believes it is probable that CPUC enforcement actions will be taken in connection with these additional ex parte 
communications.  

   
In addition, the U.S. Attorney’s Office in San Francisco and the California Attorney General’s office have begun investigations in 

connection with these communications.  The Utility is cooperating with the federal and state investigators.  It is uncertain whether any charges 
will be brought against the Utility.  
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Gas Safety Citation Program  
 

The SED has authority to issue citations and impose fines on California gas corporations, such as the Utility, for violations of certain 
state and federal regulations that relate to the safety of natural gas facilities and operating practices.  The California gas corporations are required 
to inform the SED of any self-identified or self-corrected violations of these regulations.  The SED has discretion to impose fines or take other 
enforcement action to address a violation, based on the totality of the circumstances.  The SED can consider various factors in determining 
whether to impose fines and the amount of fines, including the severity of the safety risk associated with each violation, the number and duration 
of the violations, whether the violation was self-reported, and whether corrective actions were taken.  The SED has imposed fines ranging from 
$50,000 to $16.8 million in connection with several of the Utility’s self-reports.  As of September 30, 2014, the Utility has submitted 70 self-
reports (plus several follow-up reports) that the SED has not yet addressed.  Among other reports, in July 2014, the Utility reported that it 
discovered that, contrary to its procedures, employees who perform work to fuse plastic pipes together had completed only part of their requisite 
re-qualification.  The Utility believes that this issue does not constitute a safety concern as every plastic pipe installed in the field is tested on site 
and under pressure before being put into service.  The Utility has notified the SED that employees who are performing this work have undergone 
the proper re-qualifications.  The Utility believes it is probable that the SED will impose fines or take other enforcement action with respect to 
some of the Utility’s self-reports in the future.  
 

 In addition, the SED has been conducting numerous compliance audits of the Utility’s operating practices and has informed the Utility 
that the SED’s audit findings include several allegations of noncompliant practices.  It is reasonably possible that the SED will impose fines with 
respect to its audit findings.  The Utility has been taking corrective actions in response to these matters.  
 
Carmel Incident  
 

On March 3, 2014, a vacant house in Carmel, California was severely damaged due to a natural gas explosion while the Utility’s 
employees were performing work to upgrade the main natural gas distribution pipeline in the area.  There were no injuries or fatalities.  A third-
party engineering firm hired by the Utility determined that the root cause of the incident was “inadequate verification of system status and 
configuration when performing work on a live line.”  The Utility is implementing the recommendations made by the consultant.  The U.S. 
Attorney’s Office is investigating the Carmel incident and the Utility is cooperating with federal investigators.  The CPUC and local Carmel 
officials are also continuing to investigate the incident.  The City of Carmel has requested the CPUC to issue an order instituting a formal 
investigation into whether the Utility violated applicable laws and regulations.  The Utility believes it is probable that enforcement actions will 
be taken in connection with this matter.  
 
Natural Gas Transmission Pipeline Rights-of-Way  
 

In 2012, the Utility notified the CPUC and the SED that the Utility planned to complete a system-wide survey of its transmission 
pipelines in an effort to identify encroachments (such as building structures and vegetation overgrowth) on the Utility’s pipeline rights-of-way.  
The Utility also submitted a proposed compliance plan that set forth the scope and timing of remedial work to remove identified encroachments 
over a multi-year period and to pay penalties if the proposed milestones were not met.  In March 2014, the Utility informed the SED that the 
survey has been completed and that remediation work, including removal of the encroachments, is expected to continue for several years. The 
SED has not addressed the Utility’s proposed compliance plan, and it is reasonably possible that the SED will impose fines on the Utility or take 
other enforcement action in the future based on the Utility’s failure to continuously survey its system and remove encroachments.  
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Kern Power Plant  
 

On August 28, 2014, the CPUC issued an order instituting a formal investigation into a contract worker fatality that occurred in June 
2012 during the dismantling of an unused fuel tank at the Utility’s retired Kern power plant in Bakersfield, California.  The SED conducted an 
investigation of the incident and has alleged that the Utility failed to adequately evaluate safety in contract bid proposals; did not provide 
adequate contractor project safety review and oversight; and neglected to evaluate safer alternatives. The SED also alleged that the Utility failed 
to conduct a prompt and thorough incident root cause analysis, as requested by the SED, in order to assist in identifying and implementing 
effective corrective actions to improve safety and reduce the likelihood of future incidents.  The CPUC also noted that the SED’s investigation 
into a 2013 incident at the Kern power plant is ongoing. In that incident, a bystander who was observing the demolition of the plant was severely 
injured by debris from the explosion.   
 

The Utility and the SED are currently engaged in negotiations to reach a stipulated outcome of this proceeding.  The CPUC ALJ has 
deferred adoption of a procedural schedule to enable the parties to continue to engage in negotiations.  Any settlement agreement that may be 
reached would be submitted to the CPUC for its consideration. The Utility and the SED are scheduled to file a status report with the ALJ on 
November 3, 2014.  It is reasonably possible that fines will be imposed on the Utility in connection with this matter.  The CPUC also could order 
the Utility to comply with additional remedial measures, such as requiring the Utility to correct identified deficiencies and to further improve the 
safety of its operations.   
 
Pipeline Safety Enhancement Plan  
 

On October 16, 2014, a PD was issued that would approve the settlement agreement (submitted in July 2014) among the Utility, the 
CPUC’s ORA and TURN, to resolve the Utility’s PSEP Update application (submitted in October 2013).  The total PSEP-related revenue 
requirements (2012-2014) proposed in the settlement agreement reflect a proposed $23 million reduction to expense funding, as compared to the 
Utility’s request.  The Utility has recorded a charge against operating revenue to reflect the cumulative impact of this reduction.  There would be 
no reductions to total PSEP capital costs of $766 million requested by the Utility in the PSEP Update application.  The Utility previously has 
recorded cumulative charges of $549 million for PSEP-related capital costs that are expected to exceed the amount to be recovered.  At 
September 30, 2014, approximately $540 million of PSEP-related capital costs is recorded in property, plant, and equipment on the Condensed 
Consolidated Balance Sheets.  The Utility would be required to record charges in future periods to the extent PSEP-related capital costs are 
higher than currently expected and to the extent the CPUC authorizes total capital costs that are lower than $766 million in its final decision. 
 Comments on the PD are due November 5, 2014.  The CPUC will vote on the PD, at the earliest, on November 20, 2014.  The Utility’s ability 
to recover PSEP-related costs also could be affected by final decisions issued in the CPUC’s pending investigations discussed above.   
 
Class Action Complaint  
 

In August 2012, a complaint was filed in the San Francisco Superior Court against PG&E Corporation and the Utility (and other 
unnamed defendants) by individuals who seek certification of a class consisting of all California residents who were customers of the Utility 
between 1997 and 2010, with certain exceptions.  The plaintiffs alleged that the Utility collected more than $100 million in customer rates from 
1997 through 2010 for the purpose of various safety measures and operations projects but instead used the funds for general corporate purposes 
such as executive compensation and bonuses.  The plaintiffs alleged that PG&E Corporation and the Utility engaged in unfair business practices 
in violation of California state law.  The plaintiffs sought restitution and disgorgement, as well as compensatory and punitive damages.  In May 
2013, the court granted PG&E Corporation’s and the Utility’s request to dismiss the complaint on the grounds that the CPUC has exclusive 
jurisdiction to adjudicate the issues raised by the plaintiffs’ allegations.  In October 2014, the Court of Appeals affirmed the court’s ruling to 
dismiss the complaint.  PG&E Corporation and the Utility believe it is remote that any material losses will be incurred in connection with this 
complaint.  
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Other Legal and Regulatory Contingencies  
 

Accruals for other legal and regulatory contingencies (excluding amounts related to the enforcement and litigation matters described 
above) totaled $35 million at September 30, 2014 and $43 million at December 31, 2013.  These amounts are included in other current liabilities 
in the Condensed Consolidated Balance Sheets.  The resolution of these matters is not expected to have a material impact on PG&E 
Corporation’s and the Utility’s financial condition, results of operations, or cash flows.  
 
Environmental Remediation Contingencies  
 

The Utility’s environmental remediation liability is primarily included in non-current liabilities on the Condensed Consolidated Balance 
Sheets and is composed of the following:  
 

(1) See “Natural Gas Compressor Station Sites” below.  
 

At September 30, 2014 the Utility expected to recover $678 million of its environmental remediation liability through various 
ratemaking mechanisms authorized by the CPUC.  One of these mechanisms allows the Utility rate recovery for 90% of its hazardous substance 
remediation costs for certain approved sites (including the Topock site) without a reasonableness review.  The Utility may incur environmental 
remediation costs that it does not seek to recover in rates, such as the costs associated with the Hinkley site.  
 
Natural Gas Compressor Station Sites  
 

The Utility is legally responsible for remediating groundwater contamination caused by hexavalent chromium used in the past at the 
Utility’s natural gas compressor stations.  One of these stations is located near Hinkley, California and is referred to below as the “Hinkley 
site.”  Another station is located near Needles, California and is referred to below as the “Topock site.”  The Utility is also required to take 
measures to abate the effects of the contamination on the environment.  

   
   

  

    Balance at    

(in millions)    
September 
30, 2014      

December 
31, 2013    

Topock natural gas compressor station (1)    $ 294     $ 264   
Hinkley natural gas compressor station (1)      163       190   
Former manufactured gas plant sites owned by the Utility or third parties      262       184   
Utility-owned generation facilities (other than fossil fuel-fired),  
  other facilities, and third-party disposal sites      156       160   
Fossil fuel-fired generation facilities and sites      101       102   
Total environmental remediation liability    $ 976     $ 900   
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Hinkley Site  
 

The Utility’s remediation and abatement efforts at the Hinkley site are subject to the regulatory authority of the California Regional 
Water Quality Control Board, Lahontan Region.  In 2013, the Regional Board certified a final environmental report evaluating the Utility’s 
proposed remedial methods to contain and remediate the underground plume of hexavalent chromium and the potential environmental 
impacts.  The Regional Board is expected to issue the final cleanup and abatement order in mid-2015. As final permits and orders are issued, the 
Utility expects to obtain additional clarity on the total costs associated with the final remedy and related activities.  The Utility has implemented 
interim remediation measures to reduce the mass of the chromium plume, monitor and control movement of the plume, and provide replacement 
water to affected residents under its whole house water replacement program (as described in the 2013 Annual Report).  The Utility has 
discontinued its whole house water replacement program as a result of the State of California’s new drinking water standard for hexavalent 
chromium that became effective on July 1, 2014.  
 

The Utility’s environmental remediation liability at September 30, 2014 reflects the Utility’s best estimate of probable future costs 
associated with its final remediation plan and interim remediation measures.  Future costs will depend on many factors, including the levels of 
hexavalent chromium the Utility is required to use as the standard for remediation, the required time period by which those standards must be 
met, and the nature and extent of the chromium contamination.  Future changes in cost estimates and the assumptions on which they are based 
may have a material impact on future financial condition, results of operations, and cash flows.   
 
Topock Site  

   
The Utility’s remediation and abatement efforts at the Topock site are subject to the regulatory authority of the California Department 

of Toxic Substances Control and the U.S. Department of the Interior.  In September 2014, the Utility submitted its 90% remedial design plan to 
regulatory authorities and expects to submits its final remedial design plan in 2015, which would seek approval to begin construction of an in-
situ groundwater treatment system that will convert hexavalent chromium into a non-toxic and non-soluble form of chromium.  The Utility has 
implemented interim remediation measures, including a system of extraction wells and a treatment plant designed to prevent movement of the 
chromium plume toward the Colorado River.  The Utility’s environmental remediation liability at September 30, 2014 reflects its best estimate 
of probable future costs associated with its final remediation plan.  Future costs will depend on many factors, including the extent of work to be 
performed to implement the final groundwater remedy and the Utility’s required time frame for remediation.  Future changes in cost estimates 
and the assumptions on which they are based may have a material impact on future financial condition and cash flows.   
 
Reasonably Possible Environmental Contingencies  
 

Although the Utility has provided for known environmental obligations that are probable and reasonably estimable, the Utility’s 
undiscounted future costs could increase to as much as $1.8 billion (including amounts related to the Hinkley and Topock sites described above) 
if the extent of contamination or necessary remediation is greater than anticipated or if the other potentially responsible parties are not financially 
able to contribute to these costs.  The Utility may incur actual costs in the future that are materially different than this estimate and such costs 
could have a material impact on results of operations during the period in which they are recorded.  
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Tax Matters  
 

In June 2014, the Joint Committee on Taxation of the U.S. Congress approved the closing agreement settling the federal audit of the 
2008 and 2010 tax years.  As a result, PG&E Corporation received a federal cash refund of $411 million in August 2014.  
 

The 2014 GRC decision authorized flow-through ratemaking for temporary differences attributable to repair costs and certain other 
property-related costs for federal tax purposes.  PG&E Corporation’s and the Utility’s financial results reflect a reduction in income tax expense 
associated with these temporary differences consistent with this ratemaking method.  In addition, recent guidance from the IRS allows the Utility 
to deduct more repair costs than previously forecasted in the GRC.  For the three months ended September 30, 2014, the Utility recognized a 
reduction in income tax expense consistent with GRC and IRS guidance for $175 million for the application of flow-through ratemaking 
effective as of January 1, 2014.  

   
 The following table reconciles the income tax expense at the federal statutory rate to the income tax provision:  

 

(1)   Includes the effect of state flow-through ratemaking treatment.  Additionally, during the three months ended September 30, 2013, the Utility recorded an adjustment to state 
income taxes in connection with an IRS settlement.  
(2) Represents effect of federal flow-through ratemaking treatment including those deductions related to repairs and certain other property-related costs discussed above.  
(3) Primarily relates to research and development tax credits and other timing differences.  
 

There was no material difference between PG&E Corporation and the Utility for the information disclosed above.  
 

The IRS is currently reviewing several matters in the 2011, 2012, and 2013 tax returns.  The most significant relates to a 2011 
accounting method change to adopt guidance issued by the IRS in determining which repair costs are deductible for the electric distribution and 
transmission businesses.  The IRS is expected to issue guidance by the end of 2014 that determines which repair costs are deductible for the 
natural gas transmission and distribution businesses.  PG&E Corporation’s and the Utility’s unrecognized tax benefits may change significantly 
within the next 12 months depending on the IRS guidance that is issued and the resolution of the audits related to the 2011, 2012, and 2013 tax 
returns.  As of September 30, 2014, it is reasonably possible that unrecognized tax benefits will decrease by approximately $380 million within 
the next 12 months, and most of this decrease would not impact net income.  
 

There were no other significant developments to tax matters during the nine months ended September 30, 2014.   
   
   

  

    
Three Months Ended 

September 30,      
Nine Months Ended 

September 30,    
    2014      2013      2014      2013    
Federal statutory income tax rate      35.0 %     35.0 %     35.0 %     35.0 % 
Increase (decrease) in income tax rate resulting from:                                  

State income tax (net of federal benefit) (1)      2.9       (25.0 )     1.9       (2.1 ) 
Effect of regulatory treatment of fixed asset differences (2)      (19.9 )     (10.1 )     (13.0 )     (2.9 ) 
Tax credits      (0.4 )     (1.6 )     (0.5 )     (0.4 ) 
Benefit of loss carryback      0.2       (1.9 )     (0.2 )     (0.2 ) 
Other, net (3)      (5.2 )     (10.4 )     (2.8 )     (3.0 ) 

Effective tax rate      12.6 %     (14.0 ) %     20.4 %     26.4 % 
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Nuclear Insurance  
 

The Utility is a member of NEIL, which is a mutual insurer owned by utilities with nuclear facilities.  NEIL provides insurance 
coverage for property damages and business interruption losses incurred by the Utility if a nuclear event were to occur at the Utility’s two 
nuclear generating units at Diablo Canyon and the retired nuclear generating facility located at Humboldt Bay.  NEIL provides property damage 
and business interruption coverage of up to $3.2 billion per nuclear incident and $2.6 billion per non-nuclear incident for Diablo Canyon.  NEIL 
provides coverage for nuclear and non-nuclear property damages of up to $131 million for the retired Humboldt Bay Facility.  NEIL also 
provides coverage for damages caused by acts of terrorism at nuclear power plants.   
 

Under the Price-Anderson Act, public liability claims that arise from nuclear incidents that occur at Diablo Canyon, and that occur 
during the transportation of material to and from Diablo Canyon are limited to $13.6 billion.  The Utility purchased the maximum available 
public liability insurance of $375 million for Diablo Canyon.  The balance of the $13.6 billion of liability protection is provided under a loss-
sharing program among utilities owning nuclear reactors.  The Price-Anderson Act does not apply to claims that arise from nuclear incidents that 
occur during shipping of nuclear material from the nuclear fuel enricher to a fuel fabricator or that occur at the fuel fabricator’s facility.  The 
Utility has a separate policy that provides coverage for claims arising from some of these incidents up to a maximum of $375 million per 
incident.  In addition, the Utility has $53 million of liability insurance for the retired Humboldt Bay facility and has a $500 million 
indemnification from the NRC for public liability claims arising from nuclear incidents, covering liabilities in excess of the liability insurance.  
(See Note 14 of the Notes to the Consolidated Financial Statements of the 2013 Annual Report for additional information.)   
 
Commitments  
 

In the ordinary course of business, the Utility enters into various agreements to purchase power and electric capacity; natural gas 
supply, transportation, and storage; nuclear fuel supply and services; and various other commitments.  The Utility disclosed its commitments at 
December 31, 2013 in Note 14 of the Notes to the Consolidated Financial Statements in the 2013 Annual Report.  During the nine months ended 
September 30, 2014, several purchase power agreements the Utility entered into with renewable energy facilities were approved by the CPUC 
and completed major milestones with respect to construction, resulting in a total commitment amount of $2.2 billion over the next 25 years.  
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND  

RESULTS OF OPERATIONS  
 
OVERVIEW  
 

PG&E Corporation is a holding company whose primary operating subsidiary is Pacific Gas and Electric Company, a public utility 
operating in northern and central California.  The Utility generates revenues mainly through the sale and delivery of electricity and natural gas to 
customers.  
 

The Utility is regulated primarily by the CPUC and the FERC.  The CPUC has jurisdiction over the rates and terms and conditions of 
service for the Utility’s electricity and natural gas distribution operations, electric generation, and natural gas transportation and storage.  The 
FERC has jurisdiction over the rates and terms and conditions of service governing the Utility’s electric transmission operations and interstate 
natural gas transportation contracts.  The NRC oversees the licensing, construction, operation, and decommissioning of the Utility’s nuclear 
generation facilities.  The Utility also is subject to the jurisdiction of other federal, state, and local governmental agencies.  
 

This is a combined quarterly report of PG&E Corporation and the Utility and should be read in conjunction with each company’s 
separate Condensed Consolidated Financial Statements and the Notes to the Condensed Consolidated Financial Statements included in this 
quarterly report.  It should also be read in conjunction with the 2013 Annual Report.  
   
Summary of Changes in Net Income and Earnings per Share  
 

PG&E Corporation’s financial results for the three and nine months ended September 30, 2014 reflect an increase in the Utility’s 
revenues beginning from January 1, 2014, as authorized in the CPUC’s final decision issued in the Utility’s 2014 GRC on August 14, 
2014.  (See “Results of Operations” below.)  
 

The following table is a summary reconciliation of the key changes, after-tax, in PG&E Corporation’s income available for common 
shareholders and EPS compared to the same period in prior year (see “Results of Operations” below for additional information):  
 

   

   

   

   

 
 

  

    Three Months Ended      Nine Months Ended    
    September 30,      September 30,    
          EPS            EPS    
(in millions, except per share amounts)    Earnings      (Diluted)      Earnings      (Diluted)    
Income Available for Common Shareholders - 2013    $ 161     $ 0.36     $ 728     $ 1.65   

Natural gas matters (1)      220       0.49       193       0.45   
2014 GRC expense recovery (2)      139       0.28       98       0.21   
Tax benefit – repairs method and forecast change (3)      83       0.18       86       0.18   
Growth in rate base earnings (4)      68       0.14       79       0.17   
Timing of taxes and other expenses (5)      82       0.17       68       0.15   
Gain on disposition of SolarCity stock      14       0.03       27       0.06   
Regulatory matters      11       0.02       11       0.02   
Gas transmission revenues      2       -      7       0.02   
Increase in shares outstanding (6)      -      (0.05 )     -      (0.13 ) 
Other      30       0.09       8       0.01   

Income Available for Common Shareholders - 2014    $ 811     $ 1.71     $ 1,305     $ 2.79   
                                  
(1) Represents the decrease in net costs related to natural gas matters during t he three and nine months ended September 30,   2014 as compared to the same periods in 2013.  These 
amounts are not recoverable through rates.  See “Operating and Maintenance” below.  

(2)   In 2013, the Utility incurred approximately $200 million of expense and $1 billion of capital costs above authorized levels.  The 2014 GRC decision authorized revenues that 
support this higher level of spending in 2014 and throughout the GRC period.  The amounts in the table represent the higher authorized revenue recognized during the three and nine 
months ended September 30, 2014, for the recovery of these expenses and costs.  

(3) Represents the favorable impact of recent IRS guidance and other forecast changes on the flow-through ratemaking treatment as authorized in the 2014 GRC for federal tax 
deductions resulting from temporary differences attributable to repairs and certain other property-related costs.  See “ Income Tax Provision”  below.  
     
(4)  Represents the impact of the increase in rate base as authorized in various rate cases, including the 2014 GRC, during the three and nine months ended September 30,   2014 as 
compared to the same periods in 2013 .  

(5)  Represents the timing of taxes reportable in quarterly financial statements, nuclear refueling, and other expenses .  

(6)   Represents the impact of a higher number of weighted average shares of common stock outstanding during t he three and nine months ended September 30,   2014 as compared to 
the same periods in 2013.  PG&E Corporation issues shares to fund its equity contributions to the Utility to maintain the Utility’s capital structure and fund operations, including 
unrecovered expenses.  
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Key Factors Affecting Financial Results  
 

PG&E Corporation and the Utility believe that their future results of operations, financial condition, and cash flows will be materially 
affected by the following factors:  
 

For more information about the factors and risks that could affect future results of operations, financial condition, and cash flows, or 
that could cause future results to differ from historical results, see the section entitled “Risk Factors” in the 2013 Annual Report and “Item 1A. 
Risk Factors” below.  In addition, this quarterly report contains forward-looking statements that are necessarily subject to various risks and 
uncertainties.  These statements reflect management’s judgment and opinions which are based on current estimates, expectations, and projections 
about future events and assumptions regarding these events and management's knowledge of facts as of the date of this report.  See the section 
entitled “Cautionary Language Regarding Forward-Looking Statements” below for a list of some of the factors that may cause actual results to 
differ materially.  PG&E Corporation and the Utility are not able to predict all the factors that may affect future results and do not undertake an 
obligation to update forward-looking statements, whether in response to new information, future events, or otherwise.  
 
 

  

• 
   

The Outcome of Pending Investigations and Enforcement Matters.   The assigned CPUC ALJs overseeing the three pending 
investigative enforcement proceedings have issued decisions that would impose total fines and disallowances of $1.4 billion on the 
Utility.  At September 30, 2014, the Condensed Consolidated Balance Sheets included an accrual of $200 million for the minimum 
amount of fines deemed probable.  The Utility and other parties have appealed the decisions and several Commissioners have 
requested reviews of the decisions.  It is uncertain when the outcome of these investigations will be determined.  PG&E Corporation 
and the Utility believe the final outcome of the investigations will have a material impact on their financial condition, results of 
operations, and cash flows.  (See “Pending CPUC Investigations” below.)  There is also a pending federal criminal indictment 
against the Utility alleging that the Utility knowingly and willfully violated the Pipeline Safety Act and illegally obstructed the 
NTSB’s investigation into the cause of the San Bruno accident.  Based on the superseding indictment’s allegations, the maximum 
statutory fine would be $14 million and the maximum alternative fine would be approximately $1.13 billion.  (See “Federal Criminal 
Indictment” below.)  Federal and state authorities also have begun investigations in connection with certain communications between 
the Utility and CPUC personnel.  Fines may be imposed, or other regulatory or governmental enforcement action could be taken, 
with respect to these and other enforcement matters.  (See “Other Enforcement Matters”  below.)  

    
• 

   
The Timing and Outcome of Ratemaking Proceedings .  The CPUC’s recent decision in the 2014 GRC set revenue requirements for 
the Utility’s electric and natural gas distribution and electric generation operations from 2014 through 2016.  (See “Results of 
Operations” and “2014 GRC” below.)  The CPUC will determine revenue requirements for the Utility’s gas transmission and storage 
operations from 2015 through 2017 in the 2015 GT&S rate case.  (The CPUC has previously issued an order to allow any revenue 
requirement changes adopted in the final GT&S decision to become effective on January 1, 2015.) The Utility is seeking an increase 
in its 2015 revenue requirements of $555 million over the comparable authorized revenues, as well as attrition increases for 2016 and 
2017.  It is uncertain whether and how the final outcome of the pending CPUC investigations and the CPUC enforcement actions 
with respect to the Utility’s violations of the ex parte communication rules will affect the timing and outcome of the 2015 GT&S rate 
case.  (See “2015 Gas Transmission and Storage Rate Case” below.)  In addition, the Utility has two transmission owner rate cases 
pending at the FERC.  (See “FERC Transmission Owner Rate Cases” below.)  The positions taken by the intervening parties in these 
proceedings are often contentious and the outcome can be affected by many factors, including general economic conditions, the level 
of customer rates, regulatory policies, and political considerations.  In addition, it is uncertain how the current or potentially 
worsening state regulatory environment will affect the timing and outcome of these proceedings.  

    
                • 
  

The Ability of the Utility to Control Operating Costs and Capital Expenditures.   Net income is impacted when costs incurred to 
provide utility services differ from authorized revenues.  Net income is negatively affected when the authorized revenues are not 
sufficient for the Utility to recover the costs it actually incurs to provide utility services.  (See “Results of Operations – Utility 
Revenues and Costs That Impact Earnings” below.)  PG&E Corporation’s and the Utility’s future results of operations, financial 
condition, and cash flows could be materially affected if the Utility’s actual costs differ from the amounts authorized in the final 
2014 GRC decision and future rate case decisions.  (See “Ratemaking and Other Regulatory Proceedings” below.)  The Utility also 
forecasts that in 2014 it will incur unrecovered pipeline-related expenses ranging from $350 million to $400 million, including costs 
to perform continuing work under the Utility’s PSEP and other gas transmission safety work, as well as legal and other expenses.  
The Utility also could record additional charges for PSEP capital if the Utility’s cost forecasts increase or the CPUC orders 
additional disallowances.  (See “Pipeline Safety Enhancement Plan” below.)  The final outcome of the pending CPUC investigations 
and the CPUC enforcement actions with respect to the Utility’s violations of the ex parte communication rules also could affect the 
ultimate amount of unrecovered pipeline costs.  

    
                • 
  

The Amount and Timing of the Utility’s Financing Needs.   PG&E Corporation contributes equity to the Utility as needed to maintain 
the Utility’s CPUC-authorized capital structure.  For the nine months ended September 30, 2014, PG&E Corporation issued $ 743 
million of common stock and made equity contributions to the Utility of $ 705 million.  PG&E Corporation forecasts that it will 
continue issuing a material amount of equity, primarily to support the Utility’s capital expenditures and to fund unrecovered 
costs.  Depending on the outcome of the pending investigations and other enforcement matters described above, PG&E Corporation 
may be required to issue additional common stock to fund its equity contributions as the Utility pays fines and incurs additional 
unrecovered pipeline-related costs.  These additional issuances could have a material dilutive effect on PG&E Corporation’s 
EPS.  PG&E Corporation’s and the Utility’s ability to access the capital markets and the terms and rates of future financings could be 
affected by changes in their respective credit ratings, the outcome of the matters discussed under “Enforcement and Litigation 
Matters”  below, general economic and market conditions, and other factors. 
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RESULTS OF OPERATIONS  
 
PG&E Corporation  
 

The consolidated results of operations consist primarily of balances related to the Utility, which are discussed below.  The following 
table provides a summary of net income available for common shareholders for the three and nine months ended September 30, 2014 and 2013:  
 

 
PG&E Corporation’s net income consists primarily of interest expense on long-term debt, other income from investments, and income 

taxes.  For the three and nine months ended September 30, 2014, results include realized gains and associated tax benefits on SolarCity 
investments of approximately $25 million and $45 million, respectively, with no similar activity in 2013.  
 
Utility  
 

The tables below show certain items from the Utility’s Condensed Consolidated Statements of Income for the three and nine months 
ended September 30, 2014 and 2013.  The tables separately identify the revenues and costs that impacted earnings from those that did not impact 
earnings.  In general, expenses the Utility is authorized to pass through directly to customers (such as costs to purchase electricity and natural 
gas, as well as costs to fund public purpose programs) and the corresponding amount of revenues collected to recover those pass-through costs, 
do not impact earnings.  In addition, expenses that have been specifically authorized (such as the payment of pension costs) and the 
corresponding revenues the Utility is authorized to collect to recover such costs, do not impact earnings.  
 

Revenues that impact earnings are primarily those that have been authorized by the CPUC and the FERC to recover the Utility’s costs 
to own and operate its assets and to provide the Utility an opportunity to earn its authorized rate of return on rate base.  Expenses that impact 
earnings are primarily those that the Utility incurs to own and operate its assets.  
 

  

  
Three Months Ended 

September 30,    
Nine Months Ended 

September 30,    
(in millions)  2014    2013    2014    2013    
Consolidated Total    $ 811     $ 161     $ 1,305     $ 728   
PG&E Corporation      21       2       44       10   
Utility    $ 790     $ 159     $ 1,261     $ 718   
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For the three and nine months ended September 30, 2014, results reflect the increase in authorized revenues from January 1, 2014 that 
were approved by the CPUC in the 2014 GRC decision issued on August 14, 2014.  (See “Utility Revenues and Costs that Impact Earnings” 
below.)  

   

(1) These items impacted earnings for the three months ended September 30, 2014 and 2013.  
 

(1) These items impacted earnings for the nine months ended September 30, 2014 and 2013.  
 

  

    Three Months Ended September 30, 2014      Three Months Ended September 30, 2013    
    Revenues/Costs:            Revenues/Costs:          

(in millions)    
That Impacted 

Earnings      

That Did Not 
Impact 

Earnings      Total Utility      
That Impacted 

Earnings      

That Did Not 
Impact 

Earnings      Total Utility    
Electric operating revenues    $ 1,979     $ 2,033     $ 4,012     $ 1,620     $ 1,897     $ 3,517   
Natural gas operating revenues      643       284       927       454       203       657   

Total operating revenues      2,622       2,317       4,939       2,074       2,100       4,174   
Cost of electricity      -      1,782       1,782       -      1,645       1,645   
Cost of natural gas      -      134       134       -      131       131   
Operating and maintenance      892       401       1,293       1,259       324       1,583   
Depreciation, amortization, and 
decommissioning      671       -      671       523       -      523   

Total operating expenses      1,563       2,317       3,880       1,782       2,100       3,882   
Operating income      1,059       -      1,059       292       -      292   
Interest income (1)                      1                       2   
Interest expense (1)                      (171 )                     (172 ) 
Other income, net (1)                      19                       20   
Income before income taxes                      908                       142   
Income tax provision (benefit) (1)                      115                       (20 ) 
Net income                      793                       162   
Preferred stock dividend requirement (1)                      3                       3   
Income Available for Common Stock                    $ 790                     $ 159   
                                                  

    Nine Months Ended September 30, 2014      Nine Months Ended September 30, 2013    
    Revenues/Costs:            Revenues/Costs:          

(in millions)    
That Impacted 

Earnings      

That Did Not 
Impact 

Earnings      Total Utility      
That Impacted 

Earnings      

That Did Not 
Impact 

Earnings      Total Utility    
Electric operating revenues    $ 5,200     $ 5,044     $ 10,244     $ 4,808     $ 4,564     $ 9,372   
Natural gas operating revenues      1,569       967       2,536       1,336       912       2,248   

Total operating revenues      6,769       6,011       12,780       6,144       5,476       11,620   
Cost of electricity      -      4,341       4,341       -      3,817       3,817   
Cost of natural gas      -      694       694       -      656       656   
Operating and maintenance      2,935       976       3,911       3,172       1,003       4,175   
Depreciation, amortization, and 
decommissioning      1,765       -      1,765       1,542       -      1,542   

Total operating expenses      4,700       6,011       10,711       4,714       5,476       10,190   
Operating income      2,069       -      2,069       1,430       -      1,430   
Interest income (1)                      6                       6   
Interest expense (1)                      (535 )                     (513 ) 
Other income, net (1)                      56                       66   
Income before income taxes                      1,596                       989   
Income tax provision (1)                      325                       261   
Net income                      1,271                       728   
Preferred stock dividend requirement (1)                      10                       10   
Income Available for Common Stock                    $ 1,261                     $ 718   
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Utility Revenues and Costs that Impact Earnings  
 

The following discussion presents the Utility’s operating results for the three and nine months ended September 30, 2014 and 2013, 
focusing on revenues and expenses that had an impact on earnings for these periods.  
   
Operating Revenues  
   

The Utility’s electric and natural gas operating revenues that impacted earnings increased by $548 million, or 26%, and by $625 
million, or 10%, in the three and nine months ended September 30, 2014, respectively, compared to the same periods in 2013.  During the three 
and nine months ended September 30, 2014, the Utility recorded an increase to base revenues of $345 million, reflecting the year-to-date portion 
of the annual increase authorized by the CPUC in the 2014 GRC decision.  This increase reflects approximately $230 million related to the six 
months ended June 30, 2014.  The GRC decision also resulted in higher base revenues of $112 million for the three and nine months ended 
September 30, 2014 related primarily to the Department of Energy settlement in 2012 for spent nuclear fuel storage costs, of which $75 million 
pertained to the six months ended June 30, 2014.  (See “Ratemaking and Other Regulatory Proceedings” below.)  Additionally, operating 
revenues increased due to certain PSEP-related costs authorized by the CPUC, increases in base revenues as authorized by the FERC in the 
electric transmission owner rate case, and other higher gas transmission revenues resulting from additional demand for gas-fired generation.   
 
Operating and Maintenance  
 

The Utility’s operating and maintenance expenses that impacted earnings decreased by $367 million, or 29%, and by $237 million, or 
7%, in the three and nine months ended September 30, 2014, respectively, compared to the same periods in 2013.  The decreases are primarily 
due to lower net costs incurred in connection with natural gas matters (see table below).  
 

The following table provides a summary of the Utility’s costs associated with natural gas matters that are not recoverable through rates:  
 

 
In 2014, there have been no additional charges related to natural gas matters for disallowed capital, fines or third-party liability 

claims.  As described in “Key Factors Affecting Financial Results” above, the Utility forecasts that its total unrecoverable pipeline-related 
expenses in 2014 will range from $350 million to $400 million.  
 

  

    Three Months Ended      Nine Months Ended          
    September 30,      September 30,          

(in millions)    2014      2013      2014      2013      

Cumulative 
September 
30, 2014    

Pipeline-related expenses (1)    $ 108     $ 113     $ 245     $ 249     $ 1,655   
Disallowed capital (2)      -      196       -      196       549   
Accrued fines (3)      -      -      -      -      239   
Third-party liability claims (4)      -      110       -      110       565   
Insurance recoveries (5)      (86 )     (25 )     (86 )     (70 )     (440 ) 
Contribution to City of San Bruno      -      -      -      -      70   
Total natural gas matters    $ 22     $ 394     $ 159     $ 485     $ 2,638   
                                          
(1) Includes $112 million for work performed under the PSEP and $103 million for other gas safety-related work for the nine months ended September 30, 2014.  See “Enforcement 
and Litigation Matters”  below.  
(2) See “Pipeline Safety Enhancement Plan” below.  
(3) See “Pending CPUC Investigations” below.  
(4) The Utility has recorded cumulative charges of $565 million as its best estimate of probable loss for third-party claims related to the San Bruno accident.  The Utility has settled 
substantially all third-party claims.  Since the San Bruno accident, the Utility has made cumulative settlement payments of $532 million through September 30, 2014.  In addition, 
the Utility has incurred cumulative expenses of $89 million for associated legal costs.  
(5) The Utility has recognized cumulative insurance recoveries of $440 million for third-party claims and associated legal costs.  The Utility has been engaged in settlement 
negotiations with its insurers regarding recovery of its remaining claims and costs.  
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Depreciation, Amortization, and Decommissioning  
 

The Utility’s depreciation, amortization, and decommissioning expenses increased by $148 million, or 28%, and by $223 million, or 
14%, in the three and nine months ended September 30, 2014, respectively, compared to the same periods in 2013, primarily due to an increase 
in depreciation rates as authorized by the CPUC in the 2014 GRC decision and an increase in capital additions.  
 
Interest Income, Interest Expense, and Other Income, Net  
 

There were no material changes to interest income, interest expense, and other income, net for the periods presented.  
 
Income Tax Provision  
   

The 2014 GRC decision authorized flow-through ratemaking for temporary differences attributable to repair costs and certain other 
property-related costs for federal tax purposes.  The Utility’s financial results reflect a reduction in income tax expense associated with these 
temporary differences consistent with this ratemaking method.  (See “2014 GRC” in “Ratemaking and Other Regulatory Proceedings” below.)  
 

The Utility’s income tax provision increased by $135 million and $64 million in the three and nine months ended September 30, 2014, 
respectively, compared to the same periods in 2013.  The increases in the tax provision were primarily due to higher pre-tax income, partially 
offset by certain reductions in tax expense for flow-through treatment as discussed above.  The following table reconciles the income tax 
expense at the federal statutory rate to the income tax provision:  
 

 

  

    
Three Months Ended 

September 30,      
Nine Months Ended September 

30,    
    2014      2013      2014      2013    
Federal statutory income tax rate      35.0 %     35.0 %     35.0 %     35.0 % 
Increase (decrease) in income tax rate resulting from:                                  

State income tax (net of federal benefit) (1)      2.9       (25.0 )     1.9       (2.1 ) 
Effect of regulatory treatment of fixed asset differences (2)      (19.9 )     (10.1 )     (13.0 )     (2.9 ) 
Tax credits      (0.4 )     (1.6 )     (0.5 )     (0.4 ) 
Benefit of loss carryback      0.2       (1.9 )     (0.2 )     (0.2 ) 
Other, net (3)      (5.2 )     (10.4 )     (2.8 )     (3.0 ) 

Effective tax rate      12.6 %     (14.0 ) %     20.4 %     26.4 % 
                                  
(1)   Includes the effect of state flow-through ratemaking treatment.  Additionally, during the three months ended September 30, 2013, the Utility recorded an adjustment to state 
income taxes in connection with an IRS settlement.  
(2) Represents effect of federal flow-through ratemaking treatment including those deductions related to repairs and certain other property-related costs discussed above.  
(3) Primarily relates to research and development tax credits and other timing differences.  
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Utility Revenues and Costs that do not Impact Earnings  
 
Cost of Electricity  
 

The Utility’s cost of electricity includes the costs of power purchased from third parties, transmission, fuel used in its own generation 
facilities, fuel supplied to other facilities under power purchase agreements, and realized gains and losses on price risk management 
activities.  (See Note 7 of the Notes to the Condensed Consolidated Financial Statements.)  The volume of power purchased by the Utility is 
driven by customer demand, the availability of the Utility’s own generation facilities, and the cost effectiveness of each source of 
electricity.  Additionally, the cost of electricity is impacted by the higher cost of procuring renewable energy as the Utility increases the amount 
of its renewable energy deliveries to comply with California legislative and regulatory requirements, and by costs associated with complying 
with California’s GHG laws.  
 

   
The Utility’s cost of electricity for 2014 is expected to continue to be higher due to the low levels of hydroelectric generation caused by 

the drought in California and higher market prices for natural gas used to fuel conventional generation resources.  The Utility expects that it will 
be able to continue to recover the increasing cost of electricity through rates.  If the Utility’s forecasted aggregate over-collections or under-
collections of its electricity procurement costs exceed five percent of its prior year electricity procurement revenues, the Utility must inform the 
CPUC, and the CPUC may authorize an adjustment to retail electricity generation rates before the next annual update.  In the three months ended 
September 30, 2014, the Utility exceeded the five percent balance. The Utility filed an application notifying the CPUC that the threshold was 
met.  In a separate application, the Utility sought authority to recover the under-collected amounts as part of its annual adjustment to retail 
electricity generation rates, starting on January 1, 2015.  
 
Cost of Gas  
 

The Utility’s cost of natural gas includes the costs of procurement, storage, transportation of natural gas, and realized gains and losses 
on price risk management activities.  (See Note 7 of the Notes to the Condensed Consolidated Financial Statements.)  The Utility’s cost of 
natural gas is impacted by the market price of natural gas, changes in the cost of storage and transportation, changes in customer demand, and by 
costs associated with complying with California’s GHG laws.  

   

   
Operating and Maintenance Expenses  
 

The Utility’s operating expenses also include certain recoverable costs that the Utility incurs as part of its operations such as public 
purpose programs, pension, and other recurring expenses.  If the Utility were to spend over authorized amounts, these expenses could have an 
impact to earnings.  
 
 

  

    
Three Months Ended 

September 30,      
Nine Months Ended September 

30,    
(in millions)    2014      2013      2014      2013    
Cost of purchased power    $ 1,684     $ 1,560     $ 4,083     $ 3,590   
Fuel used in own generation facilities      98       85       258       227   
Total cost of electricity    $ 1,782     $ 1,645     $ 4,341     $ 3,817   
Average cost of purchased power per kWh (1)    $ 0.114     $ 0.101     $ 0.101     $ 0.092   
Total purchased power (in millions of kWh)      14,724       15,459       40,512       39,133   
                                  
(1) Kilowatt-hour                                  

    
Three Months Ended 

September 30,      
Nine Months Ended September 

30,    
(in millions)    2014      2013      2014      2013    
Cost of natural gas sold    $ 102     $ 96     $ 591     $ 533   
Transportation cost of natural gas sold      32       35       103       123   
Total cost of natural gas    $ 134     $ 131     $ 694     $ 656   
Average cost per Mcf (1) of natural gas sold    $ 3.78     $ 3.43     $ 4.13     $ 3.14   
Total natural gas sold (in millions of Mcf)      27       28       143       170   
                                  
(1) One thousand cubic feet                                  
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LIQUIDITY AND FINANCIAL RESOURCES  
 
Overview  
 

The Utility’s ability to fund operations and make distributions to PG&E Corporation depends on the levels of its operating cash flows 
and access to the capital and credit markets.  The Utility generally utilizes equity contributions from PG&E Corporation and long-term senior 
unsecured debt issuances to maintain its CPUC-authorized capital structure consisting of 52% equity and 48% debt and preferred stock.  The 
Utility relies on short-term debt, including commercial paper, to fund temporary financing needs.  The CPUC authorizes the aggregate amount of 
long-term debt and short-term debt that the Utility may issue and authorizes the Utility to recover its related debt financing costs.     
 

The Utility’s future equity needs will continue to be affected by costs that are not recoverable through rates, including costs related to 
natural gas matters and other enforcement matters, and will also be affected by various other factors described in “Operating Activities” below.  
The Utility’s equity needs will also increase to the extent it is required to pay fines or penalties in connection with the CPUC’s pending 
investigations and other enforcement matters related to its natural gas operations.  (See “Enforcement and Litigation Matters” below.)  Further, 
given the Utility’s significant ongoing capital expenditures, the Utility will continue to need equity contributions from PG&E Corporation to 
maintain its authorized capital structure.  
 

PG&E Corporation’s ability to fund operations, make scheduled principal and interest payments, fund equity contributions to the 
Utility, and pay dividends, primarily depends on the level of cash distributions received from the Utility and PG&E Corporation’s access to the 
capital and credit markets. PG&E Corporation’s equity contributions to the Utility are funded primarily through common stock issuances.  These 
contributions have been dilutive to PG&E Corporation’s EPS to the extent that the equity contributions are used by the Utility to restore equity 
that has been reduced by unrecoverable costs and charges.  Future issuances of common stock by PG&E Corporation to fund equity 
contributions could have a material dilutive effect on EPS depending upon the ultimate outcomes of the CPUC’s pending investigations, the 
criminal proceeding and other enforcement matters, as well as the extent to which the Utility incurs costs that are not recoverable through rates.   
 
2014 Financings  
 

The following senior notes were issued during 2014:  
 

(1) The proceeds were used to repay the 5.75% Senior Notes, in the principal outstanding amount of $350 million.  
(2) The proceeds were used for general corporate purposes, including the repayment of a portion of the Utility's outstanding commercial paper.  
(3) The proceeds were used to repay the 4.80% Senior Notes, in the principal outstanding amount of $539 million, to fund capital expenditures, and for general corporate purposes.  
(4) The proceeds were used for general corporate purposes, including the repayment of a portion of the Utility's outstanding commercial paper, and to fund capital expenditures.  
 

  

  Issuance    Principal    Maturity  
(in millions)  Date    Amount    Date  
PG&E Corporation                

     2.40% Senior Notes  
February 

2014    $ 350  (1)   March 1, 2019  
Utility                
     Floating Rate Senior Notes  May 2014      300  (2)   May 11, 2015  

     3.75% Senior Notes  
February 

2014      450  (3)   February 15, 2024  
     3.40% Senior Notes  August 2014      350  (4)   August 15, 2024  

     4.75% Senior Notes  
February 

2014      450  (3)   February 15, 2044  
     4.75% Senior Notes  August 2014      225  (4)   February 15, 2044  
Total senior note issuances      $ 2,125       
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PG&E Corporation entered into a new equity distribution agreement in February 2014 providing for the sale of its common stock 
having an aggregate gross sales price of up to $500 million.  During the three and nine months ended  September 30, 2014, PG&E Corporation 
sold 2 million and 11 million shares, respectively, under the February 2014 equity distribution agreement for cash proceeds of $67 million and 
$496 million, respectively, exhausting the remaining capacity under this agreement.  These amounts are net of commissions paid of $1 million 
and $4 million, respectively.  
 

In addition, PG&E Corporation issued common stock under the PG&E Corporation 401(k) plan, the Dividend Reinvestment and Stock 
Purchase Plan, and share-based compensation plans.  During the nine months ended September 30, 2014, 7 million shares were issued for cash 
proceeds of $247 million under these plans.  
 

The proceeds from these sales were used for general corporate purposes, including the infusion of equity into the Utility.  For the nine 
months ended September 30, 2014, PG&E Corporation made equity contributions to the Utility of $705 million.  PG&E Corporation forecasts 
that it will need to continue to issue additional common stock to fund the Utility’s equity needs.   

   
Revolving Credit Facilities and Commercial Paper Program  
 

In April 2014, PG&E Corporation and the Utility each extended the termination dates of their existing revolving credit facilities by one 
year from April 1, 2018 to April 1, 2019.  PG&E Corporation and the Utility can issue commercial paper up to the maximum amounts of $300 
million and $1.75 billion, respectively.  PG&E Corporation and the Utility treat the amount of outstanding commercial paper as a reduction to 
the amount available under their respective revolving credit facilities.  
 

The following table summarizes PG&E Corporation’s and the Utility’s outstanding borrowings at September 30, 2014:  
 

(1) Includes a $100 million sublimit for letters of credit and a $100 million commitment for loans that are made available on a same-day basis and are repayable in full within 7 days.  
(2) Includes a $1.0 billion sublimit for letters of credit and a $300 million commitment for loans that are made available on a same-day basis and are repayable in full within 7 days.  
 

For the nine months ended September 30, 2014, the average outstanding borrowings under PG&E Corporation’s revolving credit 
facility were $36 million and the maximum outstanding balance was $260 million.  In February 2014, PG&E Corporation repaid the full 
outstanding borrowings of $260 million and initiated borrowing under its commercial paper program established in January 2014.  For the nine 
months ended September 30, 2014, PG&E Corporation’s average outstanding commercial paper balance was $132 million and the maximum 
outstanding balance during the period was $260 million.  
 

For the nine months ended September 30, 2014, the Utility’s average outstanding commercial paper balance was $798 million and the 
maximum outstanding balance during the period was $1.4 billion.  The Utility has not borrowed under its credit facility during 2014.  
 

At September 30, 2014, PG&E Corporation and the Utility were in compliance with all covenants under their respective revolving 
credit facilities.  
 

  

          Letters of            
  Termination    Facility    Credit    Commercial    Facility    
(in millions)   Date    Limit    Outstanding    Paper    Availability    

PG&E Corporation  April 2019      $ 300 
  
(1)     $ -    $ -    $ 300   

Utility  April 2019        3,000 
  
(2)       84       126       2,790   

Total revolving credit facilities        $ 3,300       $ 84     $ 126     $ 3,090   
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Dividends  
 

In September 2014, the Board of Directors of PG&E Corporation declared quarterly dividends of $0.455 per share, totaling $216 
million, of which approximately $211 million was paid on October 15, 2014 to shareholders of record on September 30, 2014.  
 

In September 2014, the Board of Directors of the Utility declared a common stock dividend of $179 million that was paid to PG&E 
Corporation on September 17, 2014.  
 

In September 2014, the Board of Directors of the Utility declared dividends on its outstanding series of preferred stock, payable on 
November 15, 2014, to shareholders of record on October 31, 2014.  
 
Utility  
 
Operating Activities  
 

The Utility’s cash flows from operating activities primarily consist of receipts from customers less payments of operating expenses, 
other than expenses such as depreciation that do not require the use of cash.  
 

The Utility’s cash flows from operating activities for the nine months ended September 30, 2014 and 2013 were as follows:  
 

 
During the nine months ended September 30, 2014, net cash provided by operating activities increased by $88 million compared to the 

same period in 2013.  This increase was primarily due to a tax refund, additional GHG auction proceeds, and higher cash collateral returned to 
the Utility in 2014.  The increase was partially offset by various fluctuations in other cash flows including higher purchased power costs (see 
“Cost of Electricity” under “Results of Operations – Utility Revenues and Costs that do not Impact Earnings” above) and lower insurance 
proceeds in 2014.  
 

Future cash flow from operating activities will be affected by various factors, including:  

 

  

    
Nine Months Ended 

September 30,    
 (in millions)    2014      2013    
Net income    $ 1,271     $ 728   
Adjustments to reconcile net income to net cash provided by operating                  

activities:                  
Depreciation, amortization, and decommissioning      1,765       1,542   
Allowance for equity funds used during construction      (72 )     (78 ) 
Deferred income taxes and tax credits, net      173       545   
PSEP disallowed capital expenditures      -      196   
Other      212       231   

        Net effect of changes in operating assets and liabilities      (441 )     (485 ) 
Other noncurrent assets and liabilities      6       147   

Net cash provided by operating activities    $ 2,914     $ 2,826   

    
                • the timing and outcome of ratemaking proceedings, including the 2015 GT&S rate case;  

   
                • the timing and amount of fines or penalties that will be imposed in connection with the pending investigations and other 

enforcement matters, as well as any costs associated with remedial actions the Utility may be required to implement (see 
“Enforcement and Litigation Matters”  below);  

    
                • the timing and amount of pipeline-related costs the Utility incurs, but does not recover, associated with its natural gas system ( see 

“Operating and Maintenance” under “Results of Operations – Utility Revenues and Costs that Impact Earnings” above and 
“Pending CPUC Investigations”  under “Enforcement and Litigation Matters”  below);  

    
                • the timing and amount of insurance recoveries related to third-party claims (see “Operating and Maintenance” under “Results of 

Operations – Utility Revenues and Costs that Impact Earnings”  above);  
    
                • the timing and amount of tax payments, tax refunds, net collateral payments, and interest payments; and  
    
                • the timing of the resolution of the Chapter 11 disputed claims and the amount of interest on these claims that the Utility will be 

required to pay (see Note 9 of the Notes to the Condensed Consolidated Financial Statements).  

  
47 



Investing Activities  
 

The Utility’s investing activities primarily consist of construction of new and replacement facilities necessary to provide safe and 
reliable electricity and natural gas services to its customers.  Cash used in investing activities also includes the proceeds from sales of nuclear 
decommissioning trust investments which are largely offset by the amount of cash used to purchase new nuclear decommissioning trust 
investments.  The funds in the decommissioning trusts, along with accumulated earnings, are used exclusively for decommissioning and 
dismantling the Utility’s nuclear generation facilities.  
 

The Utility’s cash flows from investing activities for the nine months ended September 30, 2014 and 2013 were as follows:  
 

 
Net cash used in investing activities decreased by $290 million during the nine months ended September 30, 2014 as compared to the 

same period in 2013.  This decrease was primarily due to the discontinuation of the Utility’s photovoltaic program and lower PSEP-related 
capital expenditures.  
 

Future cash flows used in investing activities are largely dependent on the timing and amount of capital expenditures.  The Utility 
estimates that it will incur approximately $5.1 billion in capital expenditures for 2014, including PSEP-related expenditures.  
 
Financing Activities  
 

The Utility’s cash flows from financing activities for the nine months ended September 30, 2014 and 2013 were as follows:  
 

 
During the nine months ended September 30, 2014, net cash provided by financing activities decreased by $224 million compared to 

the same period in 2013.  Cash provided by or used in financing activities is driven by the Utility’s financing needs, which depend on the level of 
cash provided by or used in operating activities, the level of cash provided by or used in investing activities, the conditions in the capital 
markets, and the maturity date of existing debt instruments.  The Utility generally utilizes long-term debt issuances and equity contributions from 
PG&E Corporation to maintain its CPUC-authorized capital structure, and relies on commercial paper and other short-term debt to fund 
temporary financing needs.  
 
 

  

    
Nine Months Ended 

September 30,    
 (in millions)    2014      2013    
Capital expenditures    $ (3,564 )   $ (3,881 ) 
Decrease in restricted cash      2       29   
Proceeds from sales and maturities of nuclear decommissioning trust investments      1,059       1,152   
Purchases of nuclear decommissioning trust investments      (1,065 )     (1,150 ) 
Other      22       14   
Net cash used in investing activities    $ (3,546 )   $ (3,836 ) 

    
Nine Months Ended 

September 30,    
 (in millions)    2014      2013    
Net issuances (repayments) of commercial paper, net of discount of $1              

at respective dates    $ (789 )   $ 322   
Proceeds from issuance of short-term debt, net of issuance costs      300       -  
Proceeds from issuance of long-term debt, net of premium, discount, and issuance                  

costs of $3 and $9 at respective dates      1,472       741   
Repayments of long-term debt      (539 )     (461 ) 
Preferred stock dividends paid      (10 )     (10 ) 
Common stock dividends paid      (537 )     (537 ) 
Equity contribution      705       835   
Other      50       (14 ) 
Net cash provided by financing activities    $ 652     $ 876   
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ENFORCEMENT AND LITIGATION MATTERS  
   

Since the San Bruno accident occurred on September 9, 2010, PG&E Corporation and the Utility have incurred total cumulative charges 
of approximately $2.6 billion related to natural gas matters that are not recoverable through rates.  See “Results of Operations” above.  
 
Pending CPUC Investigations  
 

On September 2, 2014, the assigned CPUC ALJs issued their presiding officer decisions in the three investigative enforcement 
proceedings pending against the Utility.  As previously disclosed in the 2013 Annual Report, these investigations relate to the Utility’s natural 
gas transmission operations and practices and the San Bruno accident.  The ALJs determined that the Utility committed approximately 3,700 
violations of law, rules and regulations.  The ALJs jointly issued a decision (the “Penalty Decision”) calling for total penalties of $1.4 billion on 
the Utility to address all violations, allocated as follows: (1) $950 million fine to be paid to the State General Fund, (2) $400 million refund to 
ratepayers of previously authorized revenues, and (3) remedial measures that the ALJs estimate will cost the Utility at least $50 million.  See 
table below.  The ALJs’ decisions are not the final decisions of the CPUC.  As described below, the Utility and other parties have appealed these 
decisions.  In addition, three CPUC Commissioners have requested that the CPUC review the decisions.  It is possible that one or more 
Commissioners will issue an alternate penalty decision for consideration by the CPUC.  (Two of the five CPUC Commissioners have recused 
themselves from voting on the final outcome of the investigations.)  
 

On October 2, 2014, the Utility and other parties, including TURN, ORA, and CCSF filed appeals with the CPUC of the presiding 
officer decisions.  In its appeals, the Utility argues that the penalties imposed and the findings and conclusions on which they are based do not 
meet applicable legal standards, are based on the misapplication of California law and regulations, and are unconstitutional.  The Utility asked 
the CPUC to order the Utility to pay a significantly reduced penalty that is reasonable and proportionate in light of the nature of the violations 
and that takes into account the substantial unrecovered amounts the Utility has already spent and forecasts that it will spend on gas system 
safety.  The Utility requests that it be allowed 180 days to raise the funds it may be ordered to pay to the State General Fund rather than the 40 
days specified in the Penalty Decision.  The Utility also argues that the entire penalty should go toward funding investments in the Utility’s gas 
transmission system.  
 

TURN, ORA, and CCSF jointly filed an appeal urging the CPUC to disallow the Utility’s recovery of remaining PSEP costs of $877 
million and to require the Utility to pay $473 million to the State General Fund. These parties also argue that the record in the investigative 
proceedings would support an even larger penalty than stated in the Penalty Decision.  The City of San Bruno appealed the rejection of its 
proposals for the appointment of an independent monitor to oversee the Utility’s natural gas operations and for the establishment of a pipeline 
safety trust.  On October 27, 2014, the parties filed responses to the various appeals.    
                
                 It is uncertain when the outcome of these investigations will be determined.  There continues to be significant uncertainty regarding 
the ultimate form and amount of penalty while the various appeals and requests for review of the presiding officer’s decisions are unresolved.  
The impact on PG&E Corporation’s and the Utility’s consolidated financial statements will vary depending on the form and amount of penalties 
that are ultimately adopted by the CPUC.  Fines payable to the State General Fund or refunds of revenues previously authorized would be 
charged to net income when it is probable that such penalties will be imposed and the amounts can be reasonably estimated.  A disallowance of 
previously authorized and incurred capital costs would be charged to net income when the disallowance is probable and the amount can be 
reasonably estimated.  (See “Pipeline Safety Enhancement Plan” below.)  Penalties in the form of future shareholder-funded pipeline work 
would be charged to net income in the period during which the actual costs are incurred.    
 

At September 30, 2014, the Condensed Consolidated Balance Sheets included an accrual of $200 million in other current liabilities for 
the minimum amount of fines deemed probable.  Although the CPUC may impose total penalties on the Utility of $1.4 billion or higher, 
consistent with the Penalty Decision, the Utility is unable to make a better estimate of probable fines or make a reasonable estimate of probable 
disallowances or other refunds due to the variety of potential outcomes that could result from the various appeals and Commissioners’ requests 
for review.  PG&E Corporation’s and the Utility’s estimates and the assumptions on which they are based are subject to change as developments 
in the appeal process occur or if alternate penalty decisions are issued for CPUC consideration.  Future changes in estimates or assumptions 
could have a material impact on future financial condition, results of operations, and cash flows.  PG&E Corporation and the Utility believe the 
final outcome of the investigations will have a material impact on their financial condition, results of operations, and cash flows.   
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If the Penalty Decision becomes final, the Utility estimates that its total pre-tax unrecovered costs and fines related to natural gas 
transmission operations would be about $4.75 billion based on current forecasts, allocated as follows:  

   

 ___________________________________  
(1) The Penalty Decision estimates that the Utility would incur at least $50 million to implement remedial measures. Actual costs could differ materially based on the scope and 
timing of work.  In addition, the Penalty Decision requires shareholders to reimburse interveners for legal and litigation expenses.  
(2) Actual and forecast costs borne by shareholders for gas pipeline safety work, 2010 and beyond, including previously disallowed PSEP costs.  The forecast of costs included in 
this amount constitutes a forward-looking statement and actual results could differ materially based on the actual scope and timing of planned or required work.  See “Cautionary 
Language Regarding Forward-Looking Statements” below.  
(3) Estimated impact calculated based on the Utility’s statutory tax rate.  
 
Federal Criminal Indictment  
 

On July 30, 2014, the U.S. Attorney’s Office for the Northern District of California filed a 28-count superseding criminal indictment 
against the Utility in federal district court replacing the indictment that had been filed on April 1, 2014.  The superseding indictment alleges 27 
felony counts (increased from 12 counts alleged in the original indictment) charging that the Utility knowingly and willfully violated minimum 
safety standards under the Natural Gas Pipeline Safety Act relating to record keeping, pipeline integrity management, and identification of 
pipeline threats.  The superseding indictment also includes one felony count charging that the Utility illegally obstructed the NTSB’s 
investigation of the San Bruno accident.  The maximum statutory fine for each felony count is $500,000, for total fines of $14 million.  The 
superseding indictment also seeks an alternative fine under the Alternative Fines Act which states, in part: “If any person derives pecuniary gain 
from the offense, or if the offense results in pecuniary loss to a person other than the defendant, the defendant may be fined not more than the 
greater of twice the gross gain or twice the gross loss.” Based on the superseding indictment’s allegations that the Utility derived gross gains of 
approximately $281 million and that the victims suffered losses of approximately $565 million, the maximum alternate fine would be 
approximately $1.13 billion.  
 

The Utility entered a plea of not guilty.  The Utility continues to believe that criminal charges are not merited and that it did not 
knowingly and willfully violate minimum safety standards under the Natural Gas Pipeline Safety Act or obstruct the NTSB’s investigation, as 
alleged in the superseding indictment.  A status conference is scheduled to be held in court on November 3, 2014.  PG&E Corporation and the 
Utility have not accrued any charges for criminal fines in their condensed consolidated financial statements as such amounts are not considered 
to be probable.  See the discussion in “Item 1A. Risk Factors” below.  

   

  

Description of  Component:    
Amounts (in 

millions)    
Fine payable to the State General Fund    $ 950   
Refund of PSEP revenues previously authorized      400   
Additional estimated unrecoverable costs  (1)      50   
Total penalty      1,400   
PSEP costs previously disallowed      635   
Total penalty and PSEP cost disallowance      2,035   
Gas pipeline safety costs incurred or committed  (2)      2,700   
Less: Credit for PSEP costs previously disallowed      (635 ) 
Total estimated shareholder impact before non-deductibility of fines      4,100   
Estimated impact of non-deductibility of fines for tax purposes  (3)      650   
Total estimated shareholder impact (pre-tax)    $ 4,750   
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Other Enforcement Matters  
 

PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows also may be affected by the outcome of 
the following matters.  They are unable to reasonably estimate the amount or range of future charges that could be incurred in connection with 
these matters given the wide discretion the CPUC and the SED have in determining whether to bring enforcement action and the number of 
factors that can be considered in determining the final penalties.  
 
Improper CPUC Communications  
 

In September and October 2014, the Utility notified the CPUC that the Utility believes certain communications between the Utility and 
CPUC personnel violated the CPUC’s rules regarding ex parte communications.  Ex parte communications include any communications 
concerning substantive issues in a formal proceeding before the CPUC, between a decision maker and an interested person, that does not occur 
in an established public forum or on the record.  Some of these communications relate to the GT&S rate case.  On October 16, 2014, a CPUC 
ALJ issued a ruling, effective immediately, that bans the Utility from engaging in any oral or written ex parte communications, as well as 
procedural communications, with Commissioners or their advisors (other than during all-party meetings) regarding the GT&S rate case or any 
other rate-setting or adjudicatory proceeding before the CPUC, for a one-year period or until the resolution of the GT&S rate case, whichever is 
later.  (The ALJ also issued a PD requesting the CPUC to affirm the ruling.)  In addition, the CPUC Commissioner who is assigned to the GT&S 
rate case issued an alternate PD on October 16, 2014, that, among other provisions, would impose a $1.05 million fine and adopt a ratemaking 
disallowance of no more than half of the revenue increase, as authorized by a final CPUC decision in the 2015 GT&S rate case, that would have 
been amortized (collected from ratepayers) over the period between the original planned timing of a final decision (March 2015) and the 
modified schedule for a final decision.  Comments by parties on the PD and alternate PD are due on November 5, 2014.    
 

Neither the PD nor the alternate PD address the additional ex parte communications that the Utility identified and reported to the CPUC 
on October 6, 2014.  The Utility believes it is probable that CPUC enforcement actions will be taken in connection with these additional ex parte 
communications.  
 

In addition, the U.S. Attorney’s Office in San Francisco and the California Attorney General’s office have begun investigations in 
connection with these communications.  The Utility is cooperating with the federal and state investigators.  It is uncertain whether any charges 
will be brought against the Utility.  
 

It is uncertain whether these communication issues will affect other ongoing legal and regulatory matters, including the other 
enforcement actions pending against the Utility, the GT&S rate case, or the CPUC’s consideration of the settlement reached among the parties to 
authorize revenues associated with the Utility’s PSEP Update application.  Further, other proceedings, investigations, or legal actions could be 
commenced with respect to these issues which could cause additional reputational harm and could result in the imposition of additional penalties 
on the Utility.  (See “2015 GT&S Rate Case” and “Item 1A. Risk Factors” below.)   
 
Gas Safety Citation Program  
 

The SED has authority to issue citations and impose fines on California gas corporations, such as the Utility, for violations of certain 
state and federal regulations that relate to the safety of natural gas facilities and operating practices.  The California gas corporations are required 
to inform the SED of any self-identified or self-corrected violations of these regulations.  (California law also requires the CPUC to adopt a 
safety enforcement program for California electric corporations.  See “Ratemaking and Other Regulatory Proceedings” below.)  The SED has 
discretion to impose fines or take other enforcement action to address a violation, based on the totality of the circumstances.  The SED can 
consider various factors in determining whether to impose fines and the amount of fines, including the severity of the safety risk associated with 
each violation, the number and duration of the violations, whether the violation was self-reported, and whether corrective actions were taken. 
 The SED has imposed fines ranging from $50,000 to $16.8 million in connection with several of the Utility’s self-reports.   
 

As of September 30, 2014, the Utility has submitted 70 self-reports (plus several follow-up reports) that the SED has not yet 
addressed.  Among other reports, in July 2014, the Utility reported that it discovered that, contrary to its procedures, employees who perform 
work to fuse plastic pipes together had completed only part of their requisite re-qualification.  The Utility believes that this issue does not 
constitute a safety concern as every plastic pipe installed in the field is tested on site and under pressure before being put into service.  The 
Utility has notified the SED that employees who are performing this work have undergone the proper re-qualifications.  
 

The Utility believes it is probable that the SED will impose fines or take other enforcement action with respect to some of the Utility’s 
self-reports in the future.  In addition, the SED has been conducting numerous compliance audits of the Utility’s operating practices and has 
informed the Utility that the SED’s audit findings include several allegations of noncompliant practices.  It is reasonably possible that the SED 
will impose fines with respect to its audit findings.  The Utility has been taking corrective actions in response to these matters.  
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Carmel Incident  
 

On March 3, 2014, a vacant house in Carmel, California was severely damaged due to a natural gas explosion while the Utility’s 
employees were performing work to upgrade the main natural gas distribution pipeline in the area.  There were no injuries or fatalities.  A third-
party engineering firm hired by the Utility determined that the root cause of the incident was “inadequate verification of system status and 
configuration when performing work on a live line.”  The Utility is implementing the recommendations made by the consultant.  The U.S. 
Attorney’s Office is investigating the Carmel incident and the Utility is cooperating with federal investigators. The CPUC and local Carmel 
officials are also continuing to investigate the incident.  The City of Carmel has requested the CPUC to issue an order instituting a formal 
investigation into whether the Utility violated applicable laws and regulations.  The Utility believes it is probable that enforcement actions will 
be taken in connection with this matter.  
 
Natural Gas Transmission Pipeline Rights-of-Way  
 

In 2012, the Utility notified the CPUC and the SED that the Utility planned to complete a system-wide survey of its transmission 
pipelines in an effort to identify encroachments (such as building structures and vegetation overgrowth) on the Utility’s pipeline rights-of-way.  
The Utility also submitted a proposed compliance plan that set forth the scope and timing of remedial work to remove identified encroachments 
over a multi-year period and to pay penalties if the proposed milestones were not met.  In March 2014, the Utility informed the SED that the 
survey has been completed and that remediation work, including removal of the encroachments, is expected to continue for several years. The 
SED has not addressed the Utility’s proposed compliance plan, and it is reasonably possible that the SED will impose fines on the Utility or take 
other enforcement action in the future based on the Utility’s failure to continuously survey its system and remove encroachments.  
 
Kern Power Plant  
 

On August 28, 2014, the CPUC issued an order instituting a formal investigation into a contract worker fatality that occurred in June 
2012 during the dismantling of an unused fuel tank at the Utility’s retired Kern power plant in Bakersfield, California.  The SED conducted an 
investigation of the incident and has alleged that the Utility failed to adequately evaluate safety in contract bid proposals; did not provide 
adequate contractor project safety review and oversight; and neglected to evaluate safer alternatives. The SED also alleged that the Utility failed 
to conduct a prompt and thorough incident root cause analysis, as requested by the SED, in order to assist in identifying and implementing 
effective corrective actions to improve safety and reduce the likelihood of future incidents.  The CPUC also noted that the SED’s investigation 
into a 2013 incident at the Kern power plant is ongoing.  In that incident, a bystander who was observing the demolition of the plant was 
severely injured by debris from the explosion.   
 

The Utility and the SED are currently engaged in negotiations to reach a stipulated outcome of this proceeding.  The CPUC ALJ has 
deferred adoption of a procedural schedule to enable the parties to continue to engage in negotiations.  Any settlement agreement that may be 
reached would be submitted to the CPUC for its consideration. The Utility and the SED are scheduled to file a status report with the ALJ on 
November 3, 2014.  It is reasonably possible that fines will be imposed on the Utility in connection with this matter.  The CPUC also could order 
the Utility to comply with additional remedial measures, such as requiring the Utility to correct identified deficiencies and to further improve the 
safety of its operations.   
 
Pipeline Safety Enhancement Plan  
 

On October 16, 2014, a PD was issued that would approve the settlement agreement (submitted in July 2014) among the Utility, the 
CPUC’s ORA and TURN, to resolve the Utility’s PSEP Update application (submitted in October 2013).  The total PSEP-related revenue 
requirements (2012-2014) proposed in the settlement agreement reflect a proposed $23 million reduction to expense funding, as compared to the 
Utility’s request.  The Utility has recorded a charge against operating revenue to reflect the cumulative impact of this reduction.  There would be 
no reductions to total PSEP capital costs of $766 million requested by the Utility in the PSEP Update application.  The Utility previously has 
recorded cumulative charges of $549 million for PSEP-related capital costs that are expected to exceed the amount to be recovered.  At 
September 30, 2014, approximately $540 million of PSEP-related capital costs is recorded in property, plant, and equipment on the Condensed 
Consolidated Balance Sheets.  The Utility would be required to record charges in future periods to the extent PSEP-related capital costs are 
higher than currently expected and to the extent the CPUC authorizes total capital costs that are lower than $766 million in its final decision.  
Comments on the PD are due November 5, 2014.  The CPUC will vote on the PD, at the earliest, on November 20, 2014.  The Utility’s ability to 
recover PSEP-related costs also could be affected by final decisions issued in the CPUC’s pending investigations discussed above.   
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Safety Enforcement Programs  
 

On May 21, 2014, the CPUC began a rulemaking proceeding to implement a new electric safety citation program that would authorize 
CPUC staff to issue citations for safety violations and assess fines.  California law enacted in 2013 requires the CPUC to implement a safety 
enforcement program for gas corporations by July 1, 2014 and for electric corporations by January 1, 2015.  The order instituting the rulemaking 
noted that the CPUC’s current gas safety enforcement program appears to satisfy the law’s requirements.  (See “Other Enforcement Matters” 
above about the reports the Utility has filed to notify the CPUC staff of noncompliance with certain gas safety regulations.)  The CPUC has 
indicated its plans to bifurcate the proceeding into two phases to allow for adoption of an interim electric safety citation program by the January 
1, 2015 deadline.  A proposed decision is anticipated for the first phase in 2014.  The second phase will review both the natural gas and electric 
citation programs to determine what modifications, if any, may be needed so that they may work more effectively and efficiently.  
 

Depending on the number and severity of reported violations, the Utility could be required to pay fines that, individually or in the 
aggregate, could have a material effect on PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows.  
 
Class Action Complaint  
 

In August 2012, a complaint was filed in the San Francisco Superior Court against PG&E Corporation and the Utility (and other 
unnamed defendants) by individuals who seek certification of a class consisting of all California residents who were customers of the Utility 
between 1997 and 2010, with certain exceptions.  The plaintiffs alleged that the Utility collected more than $100 million in customer rates from 
1997 through 2010 for the purpose of various safety measures and operations projects but instead used the funds for general corporate purposes 
such as executive compensation and bonuses.  The plaintiffs alleged that PG&E Corporation and the Utility engaged in unfair business practices 
in violation of California state law.  The plaintiffs sought restitution and disgorgement, as well as compensatory and punitive damages.  In May 
2013, the court granted PG&E Corporation’s and the Utility’s request to dismiss the complaint on the grounds that the CPUC has exclusive 
jurisdiction to adjudicate the issues raised by the plaintiffs’ allegations.  In October 2014, the Court of Appeal affirmed the court’s ruling to 
dismiss the complaint.  PG&E Corporation and the Utility believe it is remote that any material losses will be incurred in connection with this 
complaint.  
 
Other Pending Lawsuits and Claims  
 

At September 30, 2014, there were also five purported shareholder derivative lawsuits outstanding against PG&E Corporation and the 
Utility seeking recovery on behalf of PG&E Corporation and the Utility for alleged breaches of fiduciary duty by officers and directors, among 
other claims.  The plaintiffs for four of these lawsuits filed a consolidated complaint with the San Mateo County Superior Court, which has been 
amended to discuss recent events, including the federal criminal indictment discussed above.  In August 2014, the judge lifted the stay on the 
consolidated complaint and allowed litigation to resume. On September 15, 2014, PG&E Corporation, the Utility and the individual defendants 
asked the court to dismiss the consolidated complaint because the plaintiffs (1) failed to demand that the Boards of Directors pursue claims 
against the directors and officers and (2) have not pled why such demand should be excused.  The requests for dismissal will be heard by the 
court on November 13, 2014.  On September 22, 2014, PG&E Corporation, the Utility, and the individual defendants filed a petition with the 
California Court of Appeal requesting a new order continuing the stay until resolution of the federal criminal indictment discussed above. The 
purported shareholder derivative lawsuit that was filed in the U.S. District Court for the Northern District of California remains stayed.  
 

In February 2011, the Board of Directors of PG&E Corporation authorized PG&E Corporation to reject a demand made by another 
shareholder that the Board of Directors (1) institute an independent investigation of the San Bruno accident and related alleged safety issues; (2) 
seek recovery of all costs associated with such issues through legal proceedings against those determined to be responsible, including Board of 
Directors members, officers, other employees, and third parties; and (3) adopt corporate governance initiatives and safety programs.  The Board 
of Directors also reserved the right to commence further investigation or litigation regarding the San Bruno accident if the Board of Directors 
deems such investigation or litigation appropriate.  
 

PG&E Corporation and the Utility are uncertain when and how the above lawsuits will be resolved.  
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RATEMAKING AND OTHER REGULATORY PROCEEDINGS  
 

The Utility is subject to substantial regulation by the CPUC, the FERC, the NRC and other federal and state regulatory 
agencies.  Significant regulatory developments that have occurred since the 2013 Annual Report was filed with the SEC are discussed below.  
 
2014 General Rate Case  
 

On August 14, 2014, the CPUC issued a final decision in the Utility’s 2014 GRC, authorizing the Utility to collect a total 2014 revenue 
requirement of approximately $7.1 billion to recover anticipated costs associated with electric generation, and electric and natural gas 
distribution.  This reflects an overall increase of $460 million, or 6.9%, over previously authorized amounts.  The CPUC also authorized attrition 
increases of $324 million for 2015 and $371 million for 2016.  The CPUC approved the Utility’s request to recover actual costs associated with 
gas leak survey and repair (subject to a limit based on the Utility’s forecast of costs to perform an accelerated three-year leak survey), major 
emergencies, and certain new regulatory requirements related to nuclear operations and hydroelectric relicensing.  The following table shows the 
differences between the Utility’s requested increases in 2014 revenue requirements and the final adopted increase by line of business:  

 
For 2014, the CPUC authorized capital expenditures of approximately $3.5 billion and a weighted average rate base of $20.5 billion.  

The adopted revenue requirement included a depreciation rate-related expense increase of approximately $157 million as compared to the $492 
million increase supported by the Utility’s depreciation rate study.  The adopted revenue requirement also included offsets of $150 million, 
primarily related to a customer refund of funds the Utility received from the Department of Energy pursuant to a 2012 settlement for costs 
incurred to store spent nuclear fuel.  These funds were previously deferred as a refund obligation.  
 

The 2014 GRC decision also authorized flow-through ratemaking for temporary differences attributable to the deductibility of repair 
costs and certain other property-related costs for federal tax purposes.  PG&E Corporation’s and the Utility’s financial results reflect a reduction 
in income tax expense associated with these temporary differences consistent with this ratemaking method.  In addition, recent guidance from 
the IRS allows the Utility to deduct more repair costs than previously forecasted in the GRC.  For the three months ended September 30, 2014, 
the Utility recognized a reduction in income tax expense consistent with GRC and IRS guidance for $175 million for the application of flow-
through ratemaking effective as of January 1, 2014.  
 

The 2014 revenue requirement increase authorized by the decision is effective beginning January 1, 2014.  PG&E Corporation’s and the 
Utility’s financial results for the quarter ending September 30, 2014 reflect the portion of the annual increase attributable to the nine months 
ended September 30, 2014.  (See “Results of Operations” above.)  Gas and electric rates have been adjusted to recover the increase in authorized 
revenue requirements beginning September 1 and October 1, respectively.   
 

  

                    
    Final      Requested          
(in millions)    Decision      by the Utility     Difference    
Line of business                    

Electric distribution    $ 125     $ 514     $ (389 ) 
Gas distribution      264       446       (182 ) 
Electric generation      71       200       (129 ) 

Total revenue increase    $ 460     $ 1,160     $ (700 ) 
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2015 Gas Transmission and Storage Rate Case  
 
Utility’s Request and Intervenor Testimony  
 

As previously disclosed in the 2013 Annual Report, the Utility has requested that the CPUC authorize a 2015 revenue requirement of 
$1.29 billion to recover anticipated costs of providing natural gas transmission and storage services, an increase of $555 million over currently 
authorized amounts.  In August 2014, the ORA, TURN, and other parties, submitted testimony in response to the Utility’s request.  The ORA 
recommended a 2015 revenue requirement of $1,053 million, an increase of $338 million over currently authorized amounts.  The ORA 
recommended attrition increases of $39 million for 2016 and $61 million for 2017, compared to the Utility’s requested attrition increases of $61 
million for 2016 and $168 million for 2017.  The ORA also recommended that the GT&S rate case period be expanded to four years with an 
attrition increase of $35 million for 2018.  The ORA recommended that the CPUC authorize 2015 capital expenditures of $591 million, 
compared to the Utility’s request of $779 million.  
 

TURN was critical of the Utility’s request and stated that it would make its specific revenue requirement recommendation in its opening 
brief.  TURN has recommended that the Utility not recover costs associated with hydrostatic testing for pipeline segments placed in service 
between January 1, 1956 and June 30, 1961, as well as certain other work that TURN considers to be remedial.  (The Utility has not requested 
rate recovery for pressure testing of pipelines placed into service after 1961.)  TURN also recommended the disallowance of about $200 million 
of capital expenditures incurred over the period 2011 through 2014 and recommended that about $500 million of these capital expenditures be 
subject to a reasonableness review and an independent audit.  TURN states that the Utility’s cost recovery should not begin until the CPUC 
issues a decision on the independent audit.  
 

Parties, including ORA and TURN, have recommended that the CPUC reject the Utility’s request for a two-way balancing account for 
costs associated with pipeline integrity management activities.  An association of large shippers that use the Utility’s natural gas pipeline system 
has recommended that many of the Utility’s costs be subject to a CPUC reasonableness review.  TURN and other parties, including the 
association of large shippers, have proposed that the amortization period of certain investments be extended, and that the Utility’s rate of return 
on equity associated with certain capital costs be reduced.  
 
Improper CPUC Communications  
 

As described above in “Enforcement and Litigation Matters”, the Utility has notified the CPUC that it believes certain communications 
between the Utility and CPUC personnel relating to the 2015 GT&S rate case violated the CPUC’s rules regarding ex parte communications.  On 
October 16, 2014, a CPUC ALJ issued a ruling, effective immediately, that bans the Utility from engaging in any oral or written ex parte 
communications, as well as procedural communications, with Commissioners or their advisors (other than during all-party meetings) regarding 
the GT&S rate case or any other rate-setting or adjudicatory proceeding before the CPUC, for a one-year period or until the resolution of the 
GT&S rate case, whichever is later.  (The ALJ also issued a PD requesting the CPUC to affirm the ruling.)  In addition, the CPUC 
Commissioner who is assigned to the GT&S rate case issued an alternate PD that, among other provisions, would adopt a ratemaking 
disallowance of no more than half of the revenue increase, as authorized by a final CPUC decision in the 2015 GT&S rate case, that would have 
been amortized (collected from ratepayers) over the period between the original planned timing of a final decision (March 2015) and the 
modified schedule for a final decision.  Comments on the PD and alternate PD are due on November 5, 2014.  
 
Procedural Schedule  
 

In connection with the prohibited ex parte communications above, the CPUC’s acting chief ALJ temporarily suspended the procedural 
schedule, which had previously called for a final decision to be issued in March 2015, and also assigned a new ALJ to oversee the proceeding.  It 
is uncertain when a new procedural schedule will be issued.  Intervening parties have proposed various protracted schedules, including a 
proposal that anticipates a final decision as late as October 1, 2015.  The CPUC has previously issued an order to allow any revenue requirement 
changes adopted in the final GT&S decision to become effective on January 1, 2015.    
 
Regulatory Accounting  
 

The Utility’s continued use of regulatory accounting under GAAP (which enables it to account for the effects of regulation, including 
recording regulatory assets and liabilities) for gas transmission and storage service depends on its ability to recover its cost of service.  If the 
Utility were unable to continue using regulatory accounting under GAAP, there would be   differences in the timing of expense (or gain) 
recognition that could materially affect PG&E Corporation’s and the Utility’s future financial results.  
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FERC Transmission Owner Rate Cases  
 

The Utility has two transmission owner rate cases pending at the FERC.  With respect to the rate case that was filed in July 2013, the 
Utility, the FERC Trial Staff and all active intervening parties reached a settlement that was submitted to the FERC for approval in July 
2014.  The settlement, if approved, will increase the annual retail revenue requirement from $1,017 million to approximately $1,040 million, 
effective as of October 1, 2013.  The Utility has been collecting revenues at the higher as-filed rates requested in the Utility’s application.  In 
future periods, the Utility will refund to customers the difference between revenues collected at the higher as-filed rates and the rates approved in 
the settlement.  It is uncertain when the FERC will act on the settlement.  
 

On September 30, 2014, the FERC accepted the rate case application that the Utility filed on July 30, 2014, making the proposed rates 
effective March 1, 2015, subject to refund, pending a final decision by the FERC.  The Utility requested a 2015 retail electric transmission 
revenue requirement of $1,366 million, a $326 million increase to the settled revenue requirement that is pending FERC approval, as described 
in the preceding paragraph.  The Utility’s 2015 cost forecasts reflect the continuing need to replace and modernize aging electric transmission 
infrastructure, to meet the need for increased capacity in the CAISO controlled grid, and to comply with new rules aimed at ensuring the physical 
and cyber security of the nation’s electric system.  The Utility forecasts that it will make investments of $975 million in 2014 and $1,125 million 
in 2015 in various capital projects.  Proposed rate base for 2015 is $5.12 billion compared to $4.57 billion in 2014.  The Utility has requested 
that the FERC approve an 11.26% ROE.  The procedural schedule is currently being held in abeyance while settlement discussions are held.  
 
Electricity Rate Reform  
 

New state legislation that became effective on January 1, 2014 (AB 327) grants the CPUC authority to approve fixed charges to be 
collected from residential customers.  In 2012, the CPUC began a rulemaking proceeding to examine residential rate design in California that, 
consistent with AB 327, allows the CPUC to simplify the rate structure and bring rates closer to actual costs.  In February 2014, as ordered by 
the CPUC, the Utility submitted a long-term rate reform plan that proposes a fixed customer charge, gradual flattening of the tiered rate 
structure, and an optional time-of-use rate.  The CPUC is expected to issue a final decision by the summer of 2015.  
 

AB 327 also requires the CPUC to develop a new structure for net energy metering by December 31, 2015 that must be implemented no 
later than July 1, 2017.  California’s net energy metering program currently allows customers installing renewable distributed generation to 
receive bill credits for power delivered to the grid at their full retail rate. Increasing levels of self-generation of electricity by customers, coupled 
with net metering and retail rates that do not reflect PG&E’s cost structure, has shifted costs to remaining customers. AB 327 gives the CPUC 
new authority to reduce the cost shift associated with renewable distributed generation through residential rate and net energy metering reform. 
 In July 2014, the CPUC began a rulemaking proceeding to develop a successor to the existing net energy metering program to comply with the 
requirements of AB 327.  The CPUC is expected to issue a scoping memo before the end of 2014 and a proposed decision in the fall of 2015.  
 

If the CPUC fails to adjust the Utility’s rate design to bring rates closer to actual costs, or to adequately address the impact of increasing 
net energy metering and the growth of distributed generation, there will be increasing rate pressure on remaining customers.  These increasing 
rate pressures could, in turn, cause more customers to seek alternative energy providers or sources, further exacerbating the Utility’s risk it will 
not recover its costs to provide electric service.  
 
Diablo Canyon Nuclear Power Plant  
 

The NRC oversees the licensing, construction, operation, and the eventual decommissioning of the Utility’s Diablo Canyon nuclear 
power plant, located near San Luis Obispo, California.  The NRC operating licenses for the two operating units at Diablo Canyon include 
various license conditions related to seismic design and safety.  The current licenses expire in 2024 and 2025.  In November 2009, the Utility 
filed an application with the NRC to seek the renewal of the licenses, a process which can take several years.  As previously disclosed, after the 
March 2011 Fukushima-Dai-ichi event, the NRC granted the Utility’s request to delay processing its renewal application until certain advanced 
seismic studies of the fault zones in the region surrounding Diablo Canyon were completed.  The seismic studies have been completed and in 
September 2014, the Utility submitted a report to the NRC and the CPUC’s Independent Peer Review Panel that confirmed the seismic safety of 
the plant.  The Independent Review Panel has stated that it will review and provide comments on the report over the next six to eight months.  
The NRC has not yet issued a public schedule for review of the report.  
 
Oakley Generation Facility  
 

As previously disclosed, in February 2014, the California Court of Appeal issued a ruling that annulled the CPUC's December 2012 
decision to approve the amended purchase and sale agreement that the Utility had entered into with a third-party developer for the construction 
and acquisition of the 586-megawatt natural gas-fired facility in Oakley, California.  The agreement permits the Utility to terminate the 
agreement if final non-appealable CPUC approval was not received by July 1, 2014.  On October 15, 2014, the Utility notified the third-party 
developer that the Utility was exercising its right to terminate the agreement.  On October 17, 2014, the Utility received a notice of dispute from 
the third-party developer starting the dispute resolution process.  
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ENVIRONMENTAL MATTERS  
 

The Utility’s operations are subject to extensive federal, state, and local laws and permits relating to the protection of the environment 
and the safety and health of the Utility’s personnel and the public.  These laws and requirements relate to a broad range of the Utility’s activities, 
including the remediation of hazardous wastes; the reporting and reduction of carbon dioxide and other GHG emissions; the discharge of 
pollutants into the air, water, and soil; and the transportation, handling, storage, and disposal of spent nuclear fuel.  (See “Risk Factors” in the 
2013 Annual Report.)    
 
Natural Gas Compressor Station Sites  
 

The Utility is legally responsible for remediating groundwater contamination caused by hexavalent chromium used in the past at the 
Utility’s natural gas compressor stations.  The Utility is also required to take measures to abate the effects of the contamination on the 
environment.  At September 30, 2014, $163 million and $294 million was accrued in the Condensed Consolidated Balances Sheets for estimated 
undiscounted remediation costs associated with the Hinkley site and the Topock site, respectively.  Costs associated with the Hinkley site are not 
recovered through rates.  (See Note 10 of the Notes to the Condensed Consolidated Financial Statements.)  
 
Clean Air Act  
 

In June 2014, the EPA published draft federal regulations under section 111(d) of the Clean Air Act that are designed to reduce GHG 
emissions from existing fossil fuel-fired power plants by as much as 30 percent by 2030, compared with 2005 levels.  The EPA is expected to 
issue final regulations by June 2015.  As presently written, once the EPA has finalized regulations, all states will have one year to prepare, adopt, 
and submit to the EPA an implementation plan addressing how each state will control GHG emissions from existing power plants.  It is uncertain 
whether and how these federal regulations would ultimately impact existing California state regulation, which currently requires, among other 
things, the gradual reduction of state-wide GHG emissions to the 1990 level by 2020.  (As disclosed in the 2013 Annual Report, the Utility 
expects all costs and revenues associated with the state-wide, comprehensive “cap and trade” program to be passed through to customers).   
 
CONTRACTUAL COMMITMENTS  
 

PG&E Corporation and the Utility enter into contractual commitments in connection with future obligations that relate to purchases of 
electricity and natural gas for customers, purchases of transportation capacity, purchases of renewable energy, and purchases of fuel and 
transportation to support the Utility’s generation activities.  (See “Commitments” in Note 10 of the Notes to the Condensed Consolidated 
Financial Statements).  Contractual commitments that relate to financing arrangements include long-term debt, preferred stock, and certain forms 
of regulatory financing.  For more in-depth discussion about PG&E Corporation’s and the Utility’s contractual commitments, see “Liquidity and 
Financial Resources” above and Management’s Discussion and Analysis – Contractual Commitments in the 2013 Annual Report.  
 
OFF-BALANCE SHEET ARRANGEMENTS  
 

PG&E Corporation and the Utility do not have any off-balance sheet arrangements that have had, or are reasonably likely to have, a 
current or future material effect on their financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, 
capital expenditures, or capital resources, other than those discussed in Note 14 of the Notes to the Consolidated Financial Statements in the 
2013 Annual Report (the Utility’s commodity purchase agreements).  
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RISK MANAGEMENT ACTIVITIES  
 

PG&E Corporation, mainly through its ownership of the Utility, and the Utility are exposed to market risk, which is the risk that 
changes in market conditions will adversely affect net income or cash flows.  PG&E Corporation and the Utility face market risk associated with 
their operations; their financing arrangements; the marketplace for electricity, natural gas, electric transmission, natural gas transportation, and 
storage; emissions allowances and offset credits, other goods and services; and other aspects of their businesses.  PG&E Corporation and the 
Utility categorize market risks as “price risk” and “interest rate risk.”  The Utility is also exposed to “credit risk,” the risk that counterparties fail 
to perform their contractual obligations.  
 

The Utility actively manages market risk through risk management programs designed to support business objectives, discourage 
unauthorized risk-taking, reduce commodity cost volatility, and manage cash flows.  The Utility uses derivative instruments only for non-trading 
purposes (i.e., risk mitigation) and not for speculative purposes.  The Utility’s risk management activities include the use of energy and financial 
instruments such as forward contracts, futures, swaps, options, and other instruments and agreements, most of which are accounted for as 
derivative instruments.  Some contracts are accounted for as leases.  These activities are discussed in detail in the 2013 Annual Report.  There 
were no significant developments to the Utility and PG&E Corporation’s risk management activities during the nine months ended September 
30, 2014.  
   
CRITICAL ACCOUNTING POLICIES  
   

The preparation of the Condensed Consolidated Financial Statements in accordance with GAAP involves the use of estimates and 
assumptions that affect the recorded amounts of assets and liabilities as of the date of the Condensed Consolidated Financial Statements and the 
reported amounts of revenues and expenses during the reporting period.  PG&E Corporation and the Utility consider their accounting policies for 
regulatory assets and liabilities, loss contingencies associated with environmental remediation liabilities and legal and regulatory matters, asset 
retirement obligations, and pension and other postretirement benefits plans to be critical accounting policies.  These policies are considered 
critical accounting policies due, in part, to their complexity and because their application is relevant and material to the financial position and 
results of operations of PG&E Corporation and the Utility, and because these policies require the use of material judgments and 
estimates.  Actual results may differ materially from these estimates.  These accounting policies and their key characteristics are discussed in 
detail in the 2013 Annual Report.  
 
ACCOUNTING STANDARDS ISSUED BUT NOT YET ADOPTED  
   
Revenue Recognition Standard  
 

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update No. 2014-09, Revenue from Contracts 
with Customers, which amends existing revenue recognition guidance . The accounting standards update will be effective on January 1, 
2017.  PG&E Corporation and the Utility are currently evaluating the impact the guidance will have on their consolidated financial statements 
and related disclosures.  
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CAUTIONARY LANGUAGE REGARDING FORWARD-LOOKING STATE MENTS  
 

This report contains forward-looking statements that are necessarily subject to various risks and uncertainties.  These statements reflect 
management’s judgment and opinions which are based on current estimates, expectations, and projections about future events and assumptions 
regarding these events and management's knowledge of facts as of the date of this report.  These forward-looking statements relate to, among 
other matters, estimated losses, including penalties and fines, associated with various investigations and proceedings; forecasts of pipeline-
related expenses that the Utility will not recover through rates; forecasts of capital expenditures; estimates and assumptions used in critical 
accounting policies, including those relating to regulatory assets and liabilities, environmental remediation, litigation, third-party claims, and 
other liabilities; and the level of future equity or debt issuances.  These statements are also identified by words such as “assume,” “expect,” 
“intend,” “forecast,” “plan,” “project,” “believe,” “estimate,” “predict,” “anticipate,” “may,” “should,” “would,” “could,” “potential” and similar 
expressions.  PG&E Corporation and the Utility are not able to predict all the factors that may affect future results.  Some of the factors that 
could cause future results to differ materially from those expressed or implied by the forward-looking statements, or from historical results, 
include, but are not limited to:  
 

  

             • the timing and outcome of the pending CPUC investigations and enforcement matters, the federal criminal prosecution of the Utility, 
and other investigations relating to the Utility’s compliance with laws and regulations, including the ultimate amount of fines imposed, 
whether a monitor is appointed to oversee the Utility’s natural gas operations,  and the ultimate amount of costs the Utility incurs that 
are not recoverable or are disallowed including the  cost of required remedial actions;  

    
             • the timing and outcome of additional regulatory enforcement actions or criminal investigations that may be or have been commenced 

relating to the Utility’s natural gas operating practices or compliance with the CPUC’s rules regarding ex parte communications and 
whether such additional actions or investigations negatively affect the outcome of ratemaking proceedings, such as the 2015 GT&S 
rate case, or the pending CPUC investigations;  

    
             • whether PG&E Corporation and the Utility are able to repair the harm to their reputations caused by negative publicity about the San 

Bruno accident, the CPUC investigations, the criminal prosecution, the Utility’s self-reports of noncompliance with certain natural gas 
safety regulations and the CPUC rules regarding ex parte communications, and the ongoing work to remove encroachments from 
transmission pipeline rights-of-way;  

    
             • the timing and outcome of pending ratemaking proceedings (such as the 2015 GT&S rate case and the transmission owner rate cases) 

and whether the cost and revenue forecasts assumed in such outcomes prove to be accurate;  
    
             • the amount and timing of additional common stock issuances by PG&E Corporation, the proceeds of which are contributed as equity 

to maintain the Utility’s authorized capital structure as the Utility incurs charges and costs that it cannot recover through rates, 
including costs and fines associated with natural gas matters and the pending investigations;  

    
             • the outcome of future investigations, citations, or other enforcement proceedings, that may be commenced relating to the Utility’s 

compliance with laws, rules, regulations, or orders applicable to its operations, including the construction, expansion or replacement of 
its electric and gas facilities; inspection and maintenance practices, customer billing and privacy, and physical and cyber security; and 
whether the current or potentially worsening state regulatory environment increases the likelihood of unfavorable outcome;  

    
             • the impact of environmental remediation laws, regulations, and orders; the ultimate amount of costs incurred to discharge the Utility’s 

known and unknown remediation obligations; the extent to which the Utility is able to recover environmental compliance and 
remediation costs in rates or from other sources; and the ultimate amount of environmental remediation costs the Utility incurs but 
does not recover, such as the remediation costs associated with the Utility’s natural gas compressor station site located near Hinkley, 
California;  

    
             • the impact of new legislation or NRC regulations, recommendations, policies, decisions, or orders relating to the nuclear industry, 

including operations, seismic design, security, safety, relicensing, the storage of spent nuclear fuel, decommissioning, cooling water 
intake, or other issues; and whether the Utility decides to request that the NRC resume processing the Utility’s renewal application for 
the two Diablo Canyon operating licenses, and if so, whether the NRC grants the renewal;  

    
             • the impact of droughts or other weather-related conditions or events, climate change, natural disasters, acts of terrorism, war, or 

vandalism (including cyber-attacks), and other events, that can cause unplanned outages, reduce generating output, disrupt the Utility’s 
service to customers, or damage or disrupt the facilities, operations, or information technology and systems owned by the Utility, its 
customers, or third parties on which the Utility relies; and subject the Utility to third-party liability for property damage or personal 
injury, or result in the imposition of civil, criminal, or regulatory penalties on the Utility;  

    
             • the impact of environmental laws and regulations aimed at the reduction of carbon dioxide and GHGs, and whether the Utility is able 

to continue recovering associated compliance costs, such as the cost of emission allowances and offsets under cap-and-trade 
regulations and the cost of renewable energy procurement;  

    
             • the impact that reductions in customer demand for electricity and natural gas (resulting from the growth in self-generation technologies 

(primarily residential rooftop solar) and other distributed generation and energy storage technologies; changing levels of customers 
who procure electricity from alternative electricity providers or community choice aggregators; changing levels of customers who 
procure natural gas from alternative gas providers, such as core transport agents; municipalization of the Utility’s electric or gas 
distribution facilities; and general and regional economic and financial market conditions) have on the Utility’s ability to recover its 
investments through rates and earn its authorized ROE;  



 
For more information about the significant risks that could affect the outcome of these forward-looking statements and PG&E 

Corporation’s and the Utility’s future financial condition, results of operations, and cash flows, see “Risk Factors” in the 2013 Annual Report 
and “Item 1A. Risk Factors” below.  PG&E Corporation and the Utility do not undertake any obligation to update forward-looking statements, 
whether in response to new information, future events, or otherwise.  
 

    
             • the supply and price of electricity, natural gas, and nuclear fuel; the extent to which the Utility can manage and respond to the 

volatility of energy commodity prices; the ability of the Utility and its counterparties to post or return collateral in connection with 
price risk management activities; and whether the Utility is able to recover timely its electric generation and energy commodity costs 
through rates, especially if the integration of renewable generation resources force conventional generation resource providers to 
curtail production, triggering “ take or pay” provisions in the Utility’s power purchase agreements;  

    
             • whether the Utility’s information technology, operating systems and networks, including the advanced metering system infrastructure, 

customer billing, financial, and other systems, can continue to function accurately while meeting regulatory requirements; whether the 
Utility is able to protect its operating systems and networks from damage, disruption, or failure caused by cyber-attacks, computer 
viruses, or other hazards; whether the Utility’s security measures are sufficient to protect against unauthorized or inadvertent 
disclosure of information contained in such systems and networks; and whether the Utility can continue to rely on third-party vendors 
and contractors that maintain and support some of the Utility’s operating systems;  

    
             • the extent to which costs incurred in connection with third-party claims or litigation can be recovered through insurance, rates, or from 

other third parties; including the timing and amount of insurance recoveries related to third party claims arising from the San Bruno 
accident;  

    
             • the ability of PG&E Corporation and the Utility to access capital markets and other sources of debt and equity financing in a timely 

manner on acceptable terms;  
    
             • changes in credit ratings which could result in increased borrowing costs especially if PG&E Corporation or the Utility were to lose its 

investment grade credit ratings;  
    
             • the impact of federal or state laws or regulations, or their interpretation, on energy policy and the regulation of utilities and their 

holding companies, including how the CPUC interprets and enforces the financial and other conditions imposed on PG&E Corporation 
when it became the Utility’s holding company, and whether the ultimate outcomes of the matters discussed under “Enforcement and 
Litigation Matters” below affect the Utility’s ability to make distributions to PG&E Corporation, and, in turn, PG&E Corporation’s 
ability to pay dividends;  

    
             • the outcome of federal or state tax audits and the impact of any changes in federal or state tax laws, policies, regulations, or their 

interpretation; and  
    
             • the impact of changes in GAAP, standards, rules, or policies, including those related to regulatory accounting, and the impact of 

changes in their interpretation or application.  
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK  

 
PG&E Corporation’s and the Utility’s primary market risk results from changes in energy commodity prices.  PG&E Corporation and 

the Utility engage in price risk management activities for non-trading purposes only.  Both PG&E Corporation and the Utility may engage in 
these price risk management activities using forward contracts, futures, options, and swaps to hedge the impact of market fluctuations on energy 
commodity prices and interest rates.  (See the section above entitled “Risk Management Activities” in Item 2. Management’s Discussion and 
Analysis of Financial Condition and Results of Operations.)  
 

ITEM 4. CONTROLS AND PROCEDURES  
 

Based on an evaluation of PG&E Corporation’s and the Utility’s disclosure controls and procedures as of September 30, 2014, PG&E 
Corporation’s and the Utility’s respective principal executive officers and principal financial officers have concluded that such controls and 
procedures were effective to ensure that information required to be disclosed by PG&E Corporation and the Utility in reports that the companies 
file or submit under the Securities Exchange Act of 1934 is recorded, processed, summarized, and reported within the time periods specified in 
the SEC rules and forms.  In addition, PG&E Corporation’s and the Utility’s respective principal executive officers and principal financial 
officers have concluded that such controls and procedures were effective in ensuring that information required to be disclosed by PG&E 
Corporation and the Utility in the reports that PG&E Corporation and the Utility file or submit under the Securities Exchange Act of 1934 is 
accumulated and communicated to PG&E Corporation’s and the Utility’s management, including PG&E Corporation’s and the Utility’s 
respective principal executive officers and principal financial officers, or persons performing similar functions, as appropriate to allow timely 
decisions regarding required disclosure.  
 

There were no changes in internal control over financial reporting that occurred during the quarter ended September 30, 2014 that have 
materially affected, or are reasonably likely to materially affect, PG&E Corporation’s or the Utility’s internal control over financial reporting.  
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PART II. OTHER INFORMATION  

 
ITEM 1. LEGAL PROCEEDINGS  

 
In addition to the following legal proceedings, PG&E Corporation and the Utility are involved in various legal proceedings in the 

ordinary course of their business.  For more information regarding PG&E Corporation’s and the Utility’s contingencies, see Note 10 of the Notes 
to the Condensed Consolidated Financial Statements.  
 
Pending CPUC Investigations  
 

On September 2, 2014, the assigned CPUC ALJs issued their presiding officer decisions in the three investigative enforcement 
proceedings pending against the Utility.  As previously disclosed, these investigations relate to the Utility’s natural gas transmission operations 
and practices and the San Bruno accident.  The ALJs determined that the Utility committed approximately 3,700 violations of law, rules and 
regulations.  The ALJs jointly issued a decision that would impose total penalties of $1.4 billion on the Utility to address all violations.  The 
Utility and other parties have filed appeals with the CPUC and several Commissioners have filed requests for review.  It is uncertain when the 
outcome of these investigations will be determined.  For additional information, see the discussion entitled “Enforcement and Litigation Matters 
– Pending CPUC Investigations” above in Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations and 
in Note 10 of the Notes to the Condensed Consolidated Financial Statements.  In addition, see “Part I, Item 3. Legal Proceedings” in the 2013 
Annual Report and “Part II, Item 1. Legal Proceedings” in PG&E Corporation’s and the Utility’s combined Quarterly Reports on Form 10-Q for 
the quarters ended March 31, 2014 and June 30, 2014.  
 
Federal Criminal Indictment  
 

On July 30, 2014, the U.S. Attorney’s Office for the Northern District of California filed a 28-count superseding criminal indictment 
against the Utility in federal district court replacing the indictment that had been filed on April 1, 2014.  The superseding indictment alleges 27 
felony counts (increased from 12 counts alleged in the original indictment) charging that the Utility knowingly and willfully violated minimum 
safety standards under the Natural Gas Pipeline Safety Act relating to record keeping, pipeline integrity management, and identification of 
pipeline threats.  The superseding indictment also includes one felony count charging that the Utility illegally obstructed the NTSB’s 
investigation of the San Bruno accident.  The maximum statutory fine for each felony count is $500,000, for total fines of $14 million.  The 
superseding indictment also seeks an alternative fine under the Alternative Fines Act which states, in part: “If any person derives pecuniary gain 
from the offense, or if the offense results in pecuniary loss to a person other than the defendant, the defendant may be fined not more than the 
greater of twice the gross gain or twice the gross loss.” Based on the superseding indictment’s allegations that the Utility derived gross gains of 
approximately $281 million and that the victims suffered losses of approximately $565 million, the maximum alternate fine would be 
approximately $1.13 billion.  
 

The Utility entered a plea of not guilty.  The Utility continues to believe that criminal charges are not merited and that it did not 
knowingly and willfully violate minimum safety standards under the Natural Gas Pipeline Safety Act or obstruct the NTSB’s investigation, as 
alleged in the superseding indictment.  A status conference is scheduled to be held in court on November 3, 2014.  PG&E Corporation and the 
Utility have not accrued any charges for criminal fines in their condensed consolidated financial statements as such amounts are not considered 
to be probable.  See the discussion in “Item 1A. Risk Factors” below.  
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Litigation Related to the San Bruno Accident and Natural Gas Spending  
 

At September 30, 2014, there were also five purported shareholder derivative lawsuits outstanding against PG&E Corporation and the 
Utility seeking recovery on behalf of PG&E Corporation and the Utility for alleged breaches of fiduciary duty by officers and directors, among 
other claims.  The plaintiffs for four of these lawsuits filed a consolidated complaint with the San Mateo County Superior Court, which has been 
amended to discuss recent events, including the federal criminal indictment discussed above.  In August 2014, the judge lifted the stay on the 
consolidated complaint and allowed litigation to resume.  On September 15, 2014, PG&E Corporation, the Utility and the individual defendants 
asked the court to dismiss the consolidated complaint because the plaintiffs (1) failed to demand that the Boards of Directors pursue claims 
against the directors and officers and (2) have not pled why such demand should be excused.  The requests for dismissal will be heard by the 
court on November 13, 2014.  On September 22, 2014, PG&E Corporation, the Utility, and the individual defendants filed a petition with the 
California Court of Appeal requesting a new order continuing the stay until resolution of the federal criminal indictment discussed above. The 
purported shareholder derivative lawsuit that was filed in the U.S. District Court for the Northern District of California remains stayed.  
 

In addition, on August 23, 2012, a complaint was filed in the San Francisco Superior Court against PG&E Corporation and the Utility 
(and other unnamed defendants) by individuals who seek certification of a class consisting of all California residents who were customers of the 
Utility between 1997 and 2010, with certain exceptions.  The plaintiffs allege that the Utility collected more than $100 million in customer rates 
from 1997 through 2010 for the purpose of various safety measures and operations projects but instead used the funds for general corporate 
purposes such as executive compensation and bonuses.  In May 2013, the court granted PG&E Corporation’s and the Utility’s request to dismiss 
the complaint on the grounds that the CPUC has exclusive jurisdiction to adjudicate the issues raised by the plaintiffs’ allegations.  In October 
2014, the Court of Appeal affirmed the court’s ruling to dismiss the complaint.   
 

For additional information regarding these matters, see the discussion entitled “Enforcement and Litigation Matters” above in Item 2. 
Management’s Discussion and Analysis of Financial Condition and Results of Operations and in Note 10 of the Notes to the Condensed 
Consolidated Financial Statements. In addition, see “Part I, Item 3. Legal Proceedings” in the 2013 Annual Report and “Part II, Item 1. Legal 
Proceedings” in PG&E Corporation’s and the Utility’s combined Quarterly Reports on Form 10-Q for the quarters ended March 31, 2014 and 
June 30, 2014.  
 
Other Enforcement Matters  
 

In addition, fines may be imposed, or other regulatory or governmental enforcement action could be taken, with respect to the Utility’s 
self-reports of noncompliance with natural gas safety regulations, prohibited ex parte communications between the Utility and CPUC personnel, 
investigations that were commenced after a pipeline explosion in Carmel, California on March 3, 2014, and other enforcement matters.  See the 
discussion entitled “Enforcement and Litigation Matters – Other Enforcement Matters” above in Item 2. Management’s Discussion and Analysis 
of Financial Condition and Results of Operations and in Note 10 of the Notes to the Condensed Consolidated Financial Statements.  In addition, 
see “Part I, Item 3. Legal Proceedings” in the 2013 Annual Report and “Part II, Item 1. Legal Proceedings” in PG&E Corporation’s and the 
Utility’s combined Quarterly Reports on Form 10-Q for the quarters ended March 31, 2014 and June 30, 2014.  
 
Diablo Canyon Nuclear Power Plant  
 

For more information regarding the status of the 2003 settlement agreement between the Central Coast Regional Water Quality Control 
Board and the Utility, see “Part I, Item 3. Legal Proceedings” in the 2013 Annual Report.  
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ITEM 1A. RISK FACTORS  

 
For information about the significant risks that could affect PG&E Corporation’s and the Utility’s future financial condition, results of 

operations, and cash flows, see the section of the 2013 Annual Report entitled “Risk Factors,” as supplemented below, and the section of this 
quarterly report entitled “Cautionary Language Regarding Forward-Looking Statements.”  
 

PG&E Corporation’s and the Utility’s reputations have continued to be significantly affected by the negative publicity about the 
pending CPUC investigations; the federal criminal prosecution of the Utility; the Utility’s violations of the CPUC’s rules regarding ex parte 
communications and the state and federal investigations begun in connection with ex parte communications; the Utility’s self-reports of 
noncompliance with certain natural gas regulations; and the CPUC, local and federal investigations of the natural gas incident that 
occurred in Carmel, California on March 3, 2014.  Their reputations could be further harmed by the ultimate outcome of the pending CPUC 
investigations and enforcement matters and the criminal prosecution, or if additional regulatory or enforcement action is taken with respect 
to the Utility’s compliance with laws, regulations or orders.  A potentially worsening regulatory environment also could affect the outcome of 
these matters and other ratemaking or regulatory proceedings. The outcome of these matters, including the total amount and forms of 
penalties that may be imposed on the Utility and the ultimate amount of unrecoverable costs the Utility incurs in connection with its natural 
gas operations and to implement required remedial measures, is expected to have a material impact on PG&E Corporation’s and the Utility’s 
financial condition, results of operations and cash flows .  
 

The reputations of PG&E Corporation and the Utility have suffered as a result of the extensive media coverage of the pending CPUC 
investigations, the federal criminal prosecution of the Utility, the Utility’s disclosure of violations of the CPUC’s rules regarding ex parte 
communications, the federal and state investigations that have commenced in connection with ex parte communications, and the other matters 
discussed above in “Enforcement and Litigation Matters” in Part I, Item 2. Management’s Discussion and Analysis of Financial Condition and 
Results of Operations.  Media coverage of future developments in these matters could cause further reputational harm.  After the Utility’s 
disclosure of improper communications with the CPUC, two of the five CPUC Commissioners recused themselves from voting on the final 
outcome of the pending investigations and the GT&S rate case.  (See “2015 GT&S Rate Case” in Part I, Item 2. Management’s Discussion and 
Analysis of Financial Condition and Results of Operations above.)  In addition, the Utility has been banned from engaging in any oral or written 
ex parte communications, as well as procedural communications, with Commissioners or their advisors (other than during all-party meetings) 
regarding the GT&S rate case or any other rate-setting or adjudicatory proceeding before the CPUC, for a one-year period or until the resolution 
of the GT&S rate case, whichever is later.  These developments could lead to a potentially worsening regulatory environment that could make 
unfavorable regulatory outcomes more likely.   
 

This continuing negative publicity, uncertainty, and potentially worsening regulatory environment, may cause investors to question 
management’s ability to repair the reputational harm that PG&E Corporation and the Utility have suffered and execute their business strategy, 
resulting in an adverse impact on the market price of PG&E Corporation common stock.   

   
In addition to the reputational harm associated with these matters, PG&E Corporation’s and the Utility’s financial condition, results of 

operations, and cash flows could be materially affected by the outcome of these matters.  The final decisions to be issued in the CPUC 
investigations may order the Utility to pay a fine to the State General Fund that materially exceeds the $200 million previously accrued.  The 
Penalty Decision, if ultimately upheld after the appeal and review process are completed, would impose total penalties of $1.4 billion.  (See 
“Pending CPUC Investigations” in Part I, Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
above.)  It is also possible that the final decision could impose a higher amount of penalties. The ultimate amount of pipeline-related costs that 
the Utility incurs but does not recover through rates will be affected by the final decisions in the CPUC investigations, whether the CPUC adopts 
the alternate PD issued by the Commissioner assigned to the GT&S rate case to disallow a portion of the revenues that may be authorized in the 
final GT&S rate case decision, the extent to which the scope and timing of planned pipeline work changes, and whether actual costs exceed 
forecasts.   
 

Finally, if the Utility is convicted of the criminal charges in the federal prosecution and the jury finds that the criminal conduct caused a 
pecuniary gain or loss, a material amount of fines could be imposed on the Utility.  Although the maximum statutory fine for each of the 28 
counts charged in the superseding indictment is $500,000 (for a total of $14 million), the U.S. Attorney is seeking an alternative fine based on 
the greater of twice the gross gain the Utility allegedly derived or twice the gross loss allegedly caused.  The superseding indictment alleges that 
the Utility derived gross gains of approximately $281 million and caused gross losses of approximately $565 million.  Based on these 
allegations, the maximum alternative fine would be approximately $1.13 billion.  Further, the Utility could be required to pay fines or incur other 
costs in connection with additional federal or state enforcement action that may be taken with respect to the improper communications with the 
CPUC and the other matters discussed under “Enforcement and Litigation Matters--Other Enforcement Matters” in Part I, Item 2. Management’s 
Discussion and Analysis of Financial Condition and Results of Operations above.  
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PG&E Corporation’s and the Utility’s financial condition depends upon the Utility’s ability to recover its operating expenses, its 
electricity and natural gas procurement costs, and earn a reasonable rate of return on capital investments, in a timely manner from the 
Utility’s customers through regulated rates.  There will likely be differences between the forecasts of revenues and costs used when rates are 
set and actual revenues and costs and these differences could directly affect net income. Further, as the deployment of new electricity 
generation and storage technologies spreads and becomes more cost-effective, the Utility’s ability to recover its investments and earn its 
authorized ROE can be adversely affected unless rates are timely adjusted.  
 

The Utility’s ability to recover its costs and earn its authorized rate of return can be affected by many factors, including the time lag 
between when costs are incurred and when those costs are recovered in customers’ rates and differences between the forecast or authorized costs 
embedded in rates (which are set on a prospective basis) and the amount of actual costs incurred.  (See “2014 General Rate Case” in Part I, Item 
2. Management’s Discussion and Analysis of Financial Condition and Results of Operations above.)  The CPUC or the FERC may not allow the 
Utility to recover costs on the basis that such costs were not reasonably or prudently incurred or for other reasons.  For example, the CPUC has 
prohibited the Utility from recovering a material portion of costs that the Utility has already incurred, and will continue to incur, as it performs 
work under the PSEP and the ultimate outcome of the pending CPUC investigations may impose further disallowances or require customer 
refunds to be made. In other instances, the Utility may decide not to seek recovery of certain costs. (See “Enforcement and Litigation Matters” in 
Part I, Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations above.)  
 

Changes in laws and regulations, changes in the political and regulatory environment, and fluctuating commodity prices also may have 
an adverse effect on the Utility’s ability to timely recover its costs and earn its authorized rate of return.  Although current law and regulatory 
mechanisms permit the Utility to pass through its costs to procure electricity and natural gas to customers in rates, a significant and sustained rise 
in commodity prices, caused by costs associated with new renewable energy resources and California’s new cap-and-trade program and other 
factors, could create overall rate pressures that make it more difficult for the Utility to recover its costs.  This pressure could increase as the 
Utility continues to collect authorized rates to support public purpose programs, such as energy efficiency programs, and low-income rate 
subsidies, and to fund customer incentive programs.  Although the state legislature and the CPUC are addressing some of these issues through 
residential rate reform, it is uncertain when and how these issues will be resolved.  
 

Further, PG&E Corporation’s and the Utility’s financial results could be affected by the loss of Utility customers and decreased new 
customer growth through bypass or municipalization of the Utility’s facilities, an increase in the number of community choice aggregators who 
procure energy for residents of their communities, an increase in the number of customers who procure energy from alternate energy suppliers 
through “direct access,” and the widespread deployment of self-generation and distributed generation technologies.  As the number of bundled 
customers (i.e., those primarily residential customers who receive electricity and distribution service from the Utility) declines, the rates for 
remaining customers could increase.  To relieve some of this upward rate pressure, it is possible that the CPUC could authorize lower revenues 
than the Utility requested or that the CPUC could disallow full cost recovery.  In addition, increasing levels of self-generation of electricity by 
customers (primarily solar installations) and the use of customer net energy metering, which allows self-generating customers to receive bill 
credits for surplus power at the full retail rate, also could put upward rate pressure on remaining customers.  In early October 2014, the Utility 
filed its Bundled Procurement Plan that includes standards and criteria for the Utility’s procurement activities for its bundled customers over the 
next ten years.  The plan includes an alternative planning scenario which forecasts that by 2024, 36% of the total electric energy usage in the 
Utility’s service territory will be provided by community choice aggregation, direct access, and distributed generation.  As a result, the Utility 
would need to procure less electricity.  The CPUC is not expected to issue a ruling on the Utility’s Bundled Procurement Plan until early 
2015.  Also, a confluence of technology-related cost declines and sustained federal or state subsidies could make a combination of distributed 
generation and storage a viable, cost-effective alternative to the Utility’s bundled electric service which could further threaten the Utility’s ability 
to recover its generation, transmission, and distribution investments.  
 

If the CPUC fails to adjust the Utility’s rates to reflect the impact of changing loads, increasing self-generation and net energy metering, 
and the growth of distributed generation and storage, PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash 
flows could be materially affected.  
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND  USE OF PROCEEDS  

 
During the quarter ended  September 30, 2014, PG&E Corporation made equity contributions totaling $125 million to the Utility in 

order to maintain the 52% common equity component of its CPUC-authorized capital structure.  Neither PG&E Corporation nor the Utility made 
any sales of unregistered equity securities during the quarter ended September 30, 2014.  
 
Issuer Purchases of Equity Securities  
 

During the quarter ended September 30, 2014, PG&E Corporation did not redeem or repurchase any shares of common stock 
outstanding.  During the quarter ended September 30, 2014, the Utility did not redeem or repurchase any shares of its various series of preferred 
stock outstanding.  
 

ITEM 5. OTHER INFORMATION  
 
Ratio of Earnings to Fixed Charges and Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends  
 

The Utility’s earnings to fixed charges ratio for the nine months ended September 30, 2014 was 2.86.  The Utility’s earnings to 
combined fixed charges and preferred stock dividends ratio for the nine months ended September 30, 2014 was 2.83.  The statement of the 
foregoing ratios, together with the statements of the computation of the foregoing ratios filed as Exhibits 12.1 and 12.2 hereto, are included 
herein for the purpose of incorporating such information and Exhibits into the Utility’s Registration Statement No. 333-193879.  
 

PG&E Corporation’s earnings to fixed charges ratio for the nine months ended September 30, 2014 was 2.84.  The statement of the 
foregoing ratio, together with the statement of the computation of the foregoing ratio filed as Exhibit 12.3 hereto, is included herein for the 
purpose of incorporating such information and Exhibit into PG&E Corporation’s Registration Statement No. 333-193880.  
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ITEM 6. EXHIBITS  
   
 

 

 

  

4.1  Twenty-Third Supplemental Indenture, dated as of August 18, 2014, relating to the issuance of $350,000,000 aggregate 
principal amount of Pacific Gas and Electric Company’s 3.40% Senior Notes due August 15, 2024 and  $225,000,000 
aggregate principal amount of its 4.75% Senior Notes due February 15, 2044 (incorporated by reference to Pacific Gas and 
Electric Company’s Form 8-K dated August 18, 2014 (File No. 12348), Exhibit 4.1)  

    
*10.1  Separation Agreement between PG&E Corporation and Greg Pruett dated August 8, 2014  

    
*10.2  Separation Agreement between Pacific Gas and Electric Company and Thomas Bottorff dated September 17, 2014  

    
*10.3  Letter regarding Compensation Agreement between Pacific Gas and Electric Company and Steven Malnight dated February 

22, 2012  
    

12.1  Computation of Ratios of Earnings to Fixed Charges for Pacific Gas and Electric Company  
    

12.2  Computation of Ratios of Earnings to Combined Fixed Charges and Preferred Stock Dividends for Pacific Gas and Electric 
Company  

    
12.3  Computation of Ratios of Earnings to Fixed Charges for PG&E Corporation  

    
31.1  Certifications of the Chief Executive Officer and the Chief Financial Officer of PG&E Corporation required by Section 302 of 

the Sarbanes-Oxley Act of 2002  
    

31.2  Certifications of the Chief Executive Officer and the Chief Financial Officer of Pacific Gas and Electric Company required by 
Section 302 of the Sarbanes-Oxley Act of 2002  

    
**32.1  Certifications of the Chief Executive Officer and the Chief Financial Officer of PG&E Corporation required by Section 906 of 

the Sarbanes-Oxley Act of 2002  
    

**32.2  Certifications of the Chief Executive Officer and the Chief Financial Officer of Pacific Gas and Electric Company required by 
Section 906 of the Sarbanes-Oxley Act of 2002  

    
101.INS  XBRL Instance Document  

    
101.SCH  XBRL Taxonomy Extension Schema Document  

    
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document  

    
101.LAB  XBRL Taxonomy Extension Labels Linkbase Document  

    
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document  

    
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document  

*Management contract or compensatory agreement.  
**Pursuant to Item 601(b)(32) of SEC Regulation S-K, these exhibits are furnished rather than filed with this report.  
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SIGNATURES  

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrants have duly caused this Quarterly Report on Form 

10-Q to be signed on their behalf by the undersigned thereunto duly authorized.  
 
 

 
 

 
 
 
Dated: October 28, 2014  
 

  

  PG&E CORPORATION  
    
  KENT M. HARVEY  
    
  Kent M. Harvey  

Senior Vice President and Chief Financial Officer  
(duly authorized officer and principal financial officer)  

  PACIFIC GAS AND ELECTRIC COMPANY  
    
  DINYAR B. MISTRY  
              
  Dinyar B. Mistry  

Vice President, Chief Financial Officer and Controller  
(duly authorized officer and principal financial officer)  
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EXHIBIT INDEX  
 

 
*      Management contract or compensatory agreement.  

   
**      Pursuant to Item 601(b)(32) of SEC Regulation S-K, these exhibits are furnished rather than filed with this report.  
 

  

4.1  Twenty-Third Supplemental Indenture, dated as of August 18, 2014, relating to the issuance of $350,000,000 aggregate 
principal amount of Pacific Gas and Electric Company’s 3.40% Senior Notes due August 15, 2024 and  $225,000,000 
aggregate principal amount of its 4.75% Senior Notes due February 15, 2044 (incorporated by reference to Pacific Gas and 
Electric Company’s Form 8-K dated August 18, 2014 (File No. 12348), Exhibit 4.1)  

    
*10.1  Separation Agreement between PG&E Corporation and Greg Pruett dated August 8, 2014  

    
*10.2  Separation Agreement between Pacific Gas and Electric Company and Thomas Bottorff dated September 17, 2014  

    
*10.3  Letter regarding Compensation Agreement between Pacific Gas and Electric Company and Steven Malnight dated February 

22, 2012  
    

12.1  Computation of Ratios of Earnings to Fixed Charges for Pacific Gas and Electric Company  
    

12.2  Computation of Ratios of Earnings to Combined Fixed Charges and Preferred Stock Dividends for Pacific Gas and Electric 
Company  

    
12.3  Computation of Ratios of Earnings to Fixed Charges for PG&E Corporation  

    
31.1  Certifications of the Chief Executive Officer and the Chief Financial Officer of PG&E Corporation required by Section 302 of 

the Sarbanes-Oxley Act of 2002  
    

31.2  Certifications of the Chief Executive Officer and the Chief Financial Officer of Pacific Gas and Electric Company required by 
Section 302 of the Sarbanes-Oxley Act of 2002  

    
**32.1  Certifications of the Chief Executive Officer and the Chief Financial Officer of PG&E Corporation required by Section 906 of 

the Sarbanes-Oxley Act of 2002  
    

**32.2  Certifications of the Chief Executive Officer and the Chief Financial Officer of Pacific Gas and Electric Company required by 
Section 906 of the Sarbanes-Oxley Act of 2002  

    
101.INS  XBRL Instance Document  

    
101.SCH  XBRL Taxonomy Extension Schema Document  

    
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document  

    
101.LAB  XBRL Taxonomy Extension Labels Linkbase Document  

    
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document  

    
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document  
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EXHIBIT 12.1  

PACIFIC GAS AND ELECTRIC COMPANY  
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES  

 

 
Note:  
For the purpose of computing Pacific Gas and Electric Company’s ratios of earnings to fixed charges, “earnings” represent net income adjusted 
for the income or loss from equity investees of less than 100% owned affiliates, equity in undistributed income or losses of less than 50% owned 
affiliates, income taxes and fixed charges (excluding capitalized interest).  “Fixed charges” include interest on long-term debt and short-term 
borrowings (including a representative portion of rental expense), amortization of bond premium, discount and expense, interest on capital 
leases, AFUDC debt, and earnings required to cover the preferred stock dividend requirements.  Fixed charges exclude interest on tax liabilities.  
 
 

    

Nine Months 
Ended  

September 
30,      Year Ended December 31,    

(in millions)    2014      2013      2012      2011      2010      2009    
Earnings:                                      
Net income    $ 1,271     $ 866     $ 811     $ 845     $ 1,121     $ 1,250   
Income tax provision      325       326       298       480       574       482   
Fixed charges      856       971       891       880       799       817   
Total earnings    $ 2,452     $ 2,163     $ 2,000     $ 2,205     $ 2,494     $ 2,549   
Fixed charges:                                                  
Interest on short-term borrowings  
    and long-term debt, net    $ 820     $ 917     $ 834     $ 824     $ 731     $ 754   
Interest on capital leases      4       7       9       16       18       19   
AFUDC debt      32       47       48       40       50       44   
Total fixed charges    $ 856     $ 971     $ 891     $ 880     $ 799     $ 817   
Ratios of earnings to fixed charges      2.86       2.23       2.24       2.51       3.12       3.12   



 
EXHIBIT 12.2  

PACIFIC GAS AND ELECTRIC COMPANY  
COMPUTATION OF RATIOS OF EARNINGS TO COMBINED  

FIXED CHARGES AND PREFERRED STOCK DIVIDENDS  
 

   
Note:  
For the purpose of computing Pacific Gas and Electric Company’s ratios of earnings to combined fixed charges and preferred stock dividends, 
“earnings” represent net income adjusted for the income or loss from equity investees of less than 100% owned affiliates, equity in undistributed 
income or losses of less than 50% owned affiliates, income taxes and fixed charges (excluding capitalized interest).  “Fixed charges” include 
interest on long-term debt and short-term borrowings (including a representative portion of rental expense), amortization of bond premium, 
discount and expense, interest on capital leases, AFUDC debt, and earnings required to cover the preferred stock dividend requirements. 
“Preferred stock dividends” represent tax deductible dividends and pre-tax earnings that are required to pay the dividends on outstanding 
preferred securities.  Fixed charges exclude interest on tax liabilities.  
 
 
 

    

Nine Months 
Ended  

September 
30,      Year ended December 31,    

(in millions)    2014      2013      2012      2011      2010      2009    
Earnings:                                      
Net income    $ 1,271     $ 866     $ 811     $ 845     $ 1,121     $ 1,250   
Income tax provision      325       326       298       480       574       482   
Fixed charges      856       971       891       880       799       817   
Total earnings    $ 2,452     $ 2,163     $ 2,000     $ 2,205     $ 2,494     $ 2,549   
Fixed charges:                                                  
Interest on short-term borrowings                                                  

and long-term debt, net    $ 820     $ 917     $ 834     $ 824     $ 731     $ 754   
Interest on capital leases      4       7       9       16       18       19   
AFUDC debt      32       47       48       40       50       44   
Total fixed charges    $ 856     $ 971     $ 891     $ 880     $ 799     $ 817   
Preferred stock dividends:                                                  
Tax deductible dividends    $ 7     $ 9     $ 9     $ 9     $ 9     $ 9   
Pre-tax earnings required to cover                                                  

non-tax deductible preferred                                                  
stock dividend requirements      4       7       7       8       7       7   

Total preferred stock dividends      11       16       16       17       16       16   
Total combined fixed charges and                                                  

preferred stock dividends    $ 867     $ 987     $ 907     $ 897     $ 815     $ 833   

Ratios of earnings to combined fixed 
charges and preferred stock 
dividends  

                                                
                                                
    2.83       2.19       2.21       2.46       3.06       3.06   



 
EXHIBIT 12.3  

PG&E CORPORATION  
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES  

 

   
Note:  
For the purpose of computing PG&E Corporation's ratios of earnings to fixed charges, “earnings” represent income from continuing operations 
adjusted for income taxes, fixed charges (excluding capitalized interest), and pre-tax earnings required to cover the preferred stock dividend of 
consolidated subsidiaries.   “Fixed charges” include interest on long-term debt and short-term borrowings (including a representative portion of 
rental expense), amortization of bond premium, discount and expense, interest on capital leases, AFUDC debt, and earnings required to cover 
preferred stock dividends of consolidated subsidiaries.  Fixed charges exclude interest on tax liabilities.  
 
 

    

Nine Months 
Ended  

September 
30,      Year Ended December 31,    

(in millions)    2014      2013      2012      2011      2010      2009    
Earnings:                                      
Net income    $ 1,315     $ 828     $ 830     $ 858     $ 1,113     $ 1,234   
Income tax provision      310       268       237       440       547       460   
Fixed charges      879       1,012       931       919       850       877   
Pre-tax earnings required to cover                                                  

the preferred stock dividend of                                                  
consolidated subsidiaries      (11 )     (16 )     (15 )     (17 )     (16 )     (16 ) 

Total earnings    $ 2,493     $ 2,092     $ 1,983     $ 2,200     $ 2,494     $ 2,555   
Fixed charges:                                                  
Interest on short-term borrowings                                                  

and long-term debt, net    $ 832     $ 942     $ 859     $ 846     $ 766     $ 798   
Interest on capital leases      4       7       9       16       18       19   
AFUDC debt      32       47       48       40       50       44   
Pre-tax earnings required to cover                                                  
    the preferred stock dividend of                                                  

consolidated subsidiaries      11       16       15       17       16       16   
Total fixed charges    $ 879     $ 1,012     $ 931     $ 919     $ 850     $ 877   
Ratios of earnings to fixed charges      2.84       2.07       2.13       2.39       2.93       2.91   



Exhibit 10.1                            
            

SEPARATION AGREEMENT  
 
   

This Separation Agreement (“Agreement”) is made and entered into by and between Greg Pruett and PG&E Corporation (the 
“Corporation”) (collectively the “Parties”) and sets forth the terms and conditions of Mr. Pruett’s separation from employment with the 
Corporation.  The “Effective Date” of this Agreement is defined in paragraph 18(a).  
   

1.   Resignation.   Mr. Pruett shall resign from his position as Senior Vice President, Corporate Affairs, of PG&E Corporation 
on January 31, 2015 (for purposes of this Agreement, the “Date of Resignation.”) Mr. Pruett shall have until August 30, 2014, to accept this 
Agreement by submitting a signed copy to the Corporation.  Regardless of whether Mr. Pruett accepts this Agreement, on the Date of 
Resignation, he will be paid all salary or wages and vacation accrued, unpaid and owed to him as of that date, he will remain entitled to any other 
benefits to which he is otherwise entitled under the provisions of the Corporation’s plans and programs, and he will receive notice of the right to 
continue his existing health-insurance coverage pursuant to COBRA.  
   

The benefits set forth in paragraph 2 below are conditioned upon Mr. Pruett’s acceptance of this Agreement.  
   

2.   Separation benefits.   Even though Mr. Pruett is not otherwise entitled to them, in consideration of his acceptance of this 
Agreement, the Corporation will provide to Mr. Pruett the following separation benefits:  
   

a.   Severance payment.   Under the terms of the PG&E Corporation Officer Severance Policy, Mr. Pruett’s 
severance payment amount is $1,220,470. (One Million Two Hundred Twenty Thousand Four Hundred Seventy Dollars).  Within 3 (three) 
business days of the Date of Resignation, the Corporation will make the severance payment, less applicable withholdings and deductions, to Mr. 
Pruett.  
   

b.   Bonus.   Mr. Pruett shall be entitled to receive his full bonus under PG&E Corporation’s 2014 short-term 
incentive plan and a pro-rated bonus under PG&E Corporation’s 2015 short-term incentive plan based on the percentage of time Mr. Pruett was 
employed by Corporation in 2015,to the extent and at the time of such bonus, if any, would otherwise be paid.  
   

c.   Stock.   Upon the Date of Resignation, but conditioned on the occurrence of the Effective Date of this Agreement 
as set forth in paragraph 18(a) below, all unvested restricted stock unit grants and performance share grants provided to Mr. Pruett under PG&E 
Corporation’s 2006 Long-Term Incentive Plan shall continue to vest, terminate, or be canceled as provided consistent with the attached Exhibit 
A.  
   

d.   Career transition services.   For a maximum period of one year following the Date of Resignation, the 
Corporation will provide Mr. Pruett with executive career transition services from Lee Hecht Harrison, with total payments to the firm not to 
exceed $12,000 (Twelve Thousand Dollars.).  Lee Hecht Harrison shall bill PG&E directly for their services to Mr. Pruett. Mr. Pruett’s 
entitlement to services under this Agreement will terminate when he becomes employed on a full-time basis, either by another employer or 
through self-employment other than consulting with the Corporation.  
   

e.   Payment of COBRA premium.   In addition to the severance payment described in paragraph 2a, the 
Corporation will pay Mr. Pruett the amount of $13,841.10 (Thirteen Thousand Eight Hundred Forty One Dollars and Ten Cents), which is an 
estimated value of his monthly COBRA premiums for the eighteen-month period commencing the first full month after the Date of Resignation.  
   

3.   Defense and indemnification in third-party claim.   The Corporation and/or its affiliate, or subsidiary will provide Mr. 
Pruett with legal representation and indemnification protection in any legal proceeding in which he is a party or is threatened to be made a party 
by reason of the fact that he is or was an employee or officer of the Corporation and/or its affiliate or subsidiary, in accordance with the terms of 
the resolution of the Board of Directors of PG&E dated July 19, 1995, any subsequent PG&E policy or plan providing greater protection to Mr. 
Pruett, or as otherwise required by law.  
   

4.   Cooperation with legal proceedings.   Mr. Pruett will, upon reasonable notice, furnish information and proper assistance 
to the Corporation and/or its affiliate or subsidiary (including truthful testimony and document production) as may reasonably be required by 
them or any of them in connection with any legal, administrative or regulatory proceeding in which they or any of them is, or may become, a 
party, or in connection with any filing or similar obligation imposed by any taxing, administrative or regulatory authority having jurisdiction, 
provided, however, that the Corporation and/or its affiliate or subsidiary will pay all reasonable expenses incurred by Mr. Pruett in complying 
with this paragraph.  
   

5.   Release of claims and covenant not to sue.  
   

a.   In consideration of the separation benefits and other benefits the Corporation is providing under this Agreement, 
Mr. Pruett, on behalf of himself and his representatives, agents, heirs and assigns, waives, releases, discharges and promises never to assert any 
and all claims, liabilities or obligations of every kind and nature, whether known or unknown, suspected or unsuspected that he ever had, now 
has or might have as of the Effective Date against the Corporation or its predecessors, affiliates, subsidiaries, shareholders, owners, directors, 
officers, employees, agents, attorneys, successors, or assigns.  These released claims include, without limitation, any claims arising from or 
related to Mr. Pruett’s employment with the Corporation, or any of its affiliates and subsidiaries, and the termination of that employment.  These 
released claims also specifically include, but are not limited, any claims arising under any federal, state and local statutory or common law, such 
as (as amended and as applicable) Title VII of the Civil Rights Act, the Age Discrimination in Employment Act, the Americans With Disabilities 



Act, the Employee Retirement Income Security Act, the California Fair Employment and Housing Act, the California Labor 
Code, any other federal, state or local law governing the terms and conditions of employment or the termination of employment, and the law of 
contract and tort; and any claim for attorneys’ fees.  
   

b.   Mr. Pruett acknowledges that there may exist facts or claims in addition to or different from those which are now 
known or believed by his to exist.  Nonetheless, this Agreement extends to all claims of every nature and kind whatsoever, whether known or 
unknown, suspected or unsuspected, past or present, and Mr. Pruett specifically waives all rights under Section 1542 of the California Civil Code 
which provides that:  
   

   
c.   With respect to the claims released in the preceding paragraphs, Mr. Pruett will not initiate or maintain any legal 

or administrative action or proceeding of any kind against the Corporation or its predecessors, affiliates, subsidiaries, shareholders, owners, 
directors, officers, employees, agents, attorneys, successors, or assigns, for the purpose of obtaining any personal relief, nor (except as otherwise 
required or permitted by law) assist or participate in any such proceedings, including any proceedings brought by any third parties.  
   

d.   The release contained herein shall not apply to any claim Mr. Pruett may have as a shareholder of the Corporation 
or to any claim to the benefits he is otherwise entitled to under the terms of this Agreement.  
   

e.   Mr. Pruett agrees to reconfirm the release and covenants set forth herein by executing and returning the attached 
Exhibit B within 30 days after the Date of Resignation.  The Corporation shall be under no obligation to pay any obligation to Mr. Pruett 
accruing after the Date of Resignation absent Mr. Pruett’s signature and return of the Exhibit B to the Corporation, unless otherwise required by 
law.  In the event Mr. Pruett should die or become legally incapacitated prior to executing and returning the attached Exhibit B, a release similar 
to that set forth in Exhibit B executed by Mr. Pruett’s estate or legal representative will be sufficient to obligate the Corporation to pay all 
remaining obligations or benefits.  
   

6 .   Re-employment.   Mr. Pruett will not seek any future re-employment with the Corporation, or any of its subsidiaries or 
affiliates.  This paragraph will not, however, preclude Mr. Pruett from accepting an offer of future employment from the Corporation, or any of 
its subsidiaries or affiliates.  
   

7.   Non-disclosure.  
   

a.   Mr. Pruett will not disclose, publicize, or circulate to anyone in whole or in part, any information concerning the 
existence, terms, and/or conditions of this Agreement without the express written consent of the PG&E’s Chief Legal Officer or, as reasonably 
necessary to enforce the terms of this Agreement, unless otherwise required or permitted by law.  Notwithstanding the preceding sentence, Mr. 
Pruett may disclose the terms and conditions of this Agreement to his family members, and any attorneys or tax advisors, if any, to whom there 
is a bona fide need for disclosure in order for them to render professional services to him, provided that the person first agrees to keep the 
information confidential and not to make any disclosure of the terms and conditions of this Agreement unless otherwise required or permitted by 
law.  
   

b.   Mr. Pruett will not use, disclose, publicize, or circulate any confidential or proprietary information concerning the 
Corporation or its subsidiaries or affiliates, which has come to his attention during his employment with the Corporation, unless doing so is 
expressly authorized in writing by PG&E Corporation’s Chief Legal Officer, or is otherwise required or permitted by law.  Before making any 
legally-required or permitted disclosure, Mr. Pruett will give the Corporation notice at least ten (10) business days in advance.  
   

8.   Non-Disparagement.   Mr. Pruett agrees to refrain from performing any act, engaging in any conduct or course of action 
or making or publishing any statements, claims, allegations or assertions, which have or may reasonably have the effect of demeaning the name 
or business reputation of  the Corporation, or any of its subsidiaries or affiliates, or any of their respective employees, officers, directors, agents 
or advisors in their capacities as such or which adversely affects (or may reasonably be expected adversely to affect) the best interests (economic 
or otherwise) of any of them.  The Corporation agrees to refrain from performing any act, engaging in any conduct or course of action or making 
or publishing any statements, claims, allegations or assertions in any print, electronic or television media or in investor conference calls or 
webcasts, which have or may reasonably have the effect of demeaning the name or business reputation of Mr. Pruett.  The Corporation further 
agrees to instruct its officers, (in each case, while such person remains an officer of the Corporation) to comply with the Corporation’s 
obligations under this paragraph.   In the event the Corporation’s Chief Legal Officer or Head of Human Resources acquires actual knowledge 
that a violation of the Corporation’s obligations under this paragraph 8 has occurred, the Corporation shall take prompt and reasonable action to 
reprimand and further discourage such behavior in violation of this paragraph 8.   Each Party agrees that nothing in this paragraph 8 shall 
preclude the other Party from fulfilling any duty or obligation that he or it may have at law, from responding to any subpoena or official inquiry 
from any court or government agency, including providing truthful testimony, documents subpoenaed or requested or otherwise cooperating in 
good faith with any proceeding or investigation, or from taking any reasonable actions to enforce such party’s rights under this Agreement in 
accordance with the dispute resolution provisions specified in paragraph 15 hereof. Each Party shall continue to comply with its or his 
obligations under this Paragraph 8 regardless of any alleged breach by the other Party of its or his agreements contained in this paragraph 8 
unless and until there has been a final determination by a court or an arbitration panel that the other Party has breached its or his obligations 
under this paragraph.  
   

9.   No unfair competition.  
   

   A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO 
EXIST IN HIS OR HIS FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN TO HIM OR HIS MUST 
HAVE MATERIALLY AFFECTED HIS OR HIS SETTLEMENT WITH THE DEBTOR.  



a.   Mr. Pruett will not engage in any unfair competition against the Corporation, or any of its subsidiaries or affiliates. 
   

b.   For a period of one year after the Effective Date, Mr. Pruett will not, directly or indirectly, solicit or contact for 
the purpose of diverting or taking away or attempt to solicit or contact for the purpose of diverting or taking away:  
   

   

   

   

   

   

   
 
   

10 .   Material breach by Employee.   In the event that Mr. Pruett breaches any material provision of this Agreement, 
including but not necessarily limited to paragraphs 4, 5, 6, 7, 8 and/or 9 and fails to cure said breach upon reasonable notice, the Corporation will 
be entitled to recover any actual damages and to recalculate any future pension benefit entitlement without the additional credited age he 
received or would have received under this Agreement.  Despite any breach by Mr. Pruett, his other duties and obligations under this Agreement, 
including his waivers and releases, will remain in full force and effect.  In the event of a breach or threatened breach by Mr. Pruett of any of the 
provisions in paragraphs 4, 5, 6, 7, 8, and/or 9, the Corporation will, in addition to any other remedies provided in this Agreement, be entitled to 
equitable and/or injunctive relief and because the damages for such a breach or threatened breach will be difficult to determine and will not 
provide a full and adequate remedy, the Corporation will also be entitled to specific performance by Mr. Pruett of his obligations under 
paragraphs 4, 5, 6, 7, 8, and/or 9.  
   

11.   Material breach by the Corporation.   Mr. Pruett will be entitled to recover actual damages in the event of any material 
breach of this Agreement by the Corporation, including any unexcused late or non-payment of any amounts owed under this Agreement, or any 
unexcused failure to provide any other benefits specified in this Agreement.  In the event of a breach or threatened breach by the Corporation of 
any of its material obligations to him under this Agreement, Mr. Pruett will be entitled to seek, in addition to any other remedies provided in this 
Agreement, specific performance of the Corporation’s obligations and any other applicable equitable or injunctive relief.  
   

12.   No admission of liability.   This Agreement is not, and will not be considered, an admission of liability or of a violation 
of any applicable contract, law, rule, regulation, or order of any kind.  
   

13.   Complete agreement.   This Agreement sets forth the entire agreement between the Parties pertaining to the subject 
matter of  this Agreement and fully supersedes any prior or contemporaneous negotiations, representations, agreements, or understandings 
between the Parties with respect to any such matters, whether written or oral (including any that would have provided Mr. Pruett with any 
different severance arrangements).  The Parties acknowledge that they have not relied on any promise, representation or warranty, express or 
implied, not contained in this Agreement.  Parole evidence will be inadmissible to show agreement by and among the Parties to any term or 
condition contrary to or in addition to the terms and conditions contained in this Agreement.  
   

14.   Severability.   If any provision of this Agreement is determined to be invalid, void, or unenforceable, the remaining 
provisions will remain in full force and effect.  
   

15 .   Arbitration.   With the exception of any request for specific performance, injunctive or other equitable relief, any 
dispute or controversy of any kind arising out of or related to this Agreement, Mr. Pruett’s employment with the Corporation (or with the 
employing subsidiary), the separation of Mr. Pruett from that employment and from his positions as an officer and/or director of the Corporation 
or any subsidiary or affiliate, or any claims for benefits, rights under, or interpretation of this Agreement, will be resolved exclusively by final 
and binding arbitration using one arbitrator in accordance with the Commercial Arbitration Rules of the American Arbitration Association 
currently in effect, provided, however, that in rendering their award, the arbitrators will be limited to those legal rights and remedies provided for 
by law.  The only claims not covered by this paragraph are any non-waivable claims for benefits under workers’ compensation or unemployment 
insurance laws, which will be resolved under those laws.  Any arbitration pursuant to this paragraph will take place in San Francisco, 
California.  The Parties may be represented by legal counsel at the arbitration but must bear their own fees for such representation in the first 
instance.  The prevailing party in any dispute or controversy covered by this paragraph, or with respect to any request for specific performance, 
injunctive or other equitable relief in any forum, will be entitled to recover, in addition to any other available remedies specified in this 
Agreement, all litigation expenses and costs, including any arbitrator, administrative or filing fees and reasonable attorneys’  fees, except as 

(1)   any existing customer of the Corporation or its affiliates or subsidiaries;  

(2)   any prospective customer of the Corporation or its affiliates or subsidiaries about whom Mr. Pruett acquired 
information as a result of any solicitation efforts by the Corporation or its affiliates or subsidiaries, or by the 
prospective customer, during Mr. Pruett’s employment with the Corporation;  

(3)   any existing vendor of the Corporation or its affiliates or subsidiaries;  

(4)   any prospective vendor of the Corporation or its affiliates or subsidiaries, about whom Mr. Pruett acquired 
information as a result of any solicitation efforts by the Corporation or its affiliates or subsidiaries, or by the 
prospective vendor, during Mr. Pruett’s employment with the Corporation;  

(5)   any existing employee, agent or consultant of the Corporation or its affiliates or subsidiaries, to terminate or 
otherwise alter the person’s or entity’s employment, agency or consultant relationship with the Corporation 
or its affiliates or subsidiaries; or  

(6)   any existing employee, agent or consultant of the Corporation or its affiliates or subsidiaries, to work in any 
capacity for or on behalf of any person, Corporation or other business enterprise that is in competition with 
the Corporation or its affiliates or subsidiaries.  



prohibited or limited by law.  The Parties specifically waive any right to a jury trial on any dispute or controversy covered by this 
paragraph.  Judgment may be entered on the arbitrators’ award in any court of competent jurisdiction.  Subject to the arbitration provisions of 
this paragraph, the sole jurisdiction and venue for any action related to the subject matter of this Agreement will be the California state and 
federal courts having within their jurisdiction the location of the Corporation’s principal place of business in California at the time of such 
action, and both Parties thereby consent to the jurisdiction of such courts for any such action.  
   

16 .   Governing law.   This Agreement will be governed by and construed under the laws of the United States and, to the 
extent not preempted by such laws, by the laws of the State of California, without regard to their conflicts of laws provisions.  
   

17.   No waiver.   The failure of either Party to exercise or enforce, at any time, or for any period of time, any of the provisions 
of this Agreement will not be construed as a waiver of that provision, or any portion of that provision, and will in no way affect that party’s right 
to exercise or enforce such provisions.  No waiver or default of any provision of this Agreement will be deemed to be a waiver of any succeeding 
breach of the same or any other provisions of this Agreement.  
   

18.   Acceptance of Agreement.  
   

a.   Mr. Pruett was provided up to 21 days to consider and accept the terms of this Agreement and was advised to 
consult with an attorney about the Agreement before signing it.  The provisions of the Agreement are, however, not subject to negotiation.  After 
signing the Agreement, Mr. Pruett will have an additional seven (7) days in which to revoke in writing acceptance of this Agreement.  To 
revoke, Mr. Pruett will submit a signed statement to that effect to PG&E’s Chief Legal Officer before the close of business on the seventh 
day.  If Mr. Pruett does not submit a timely revocation, the Effective Date of this Agreement will be the eighth day after he has signed it.  
   
 
  

  



 
   

b.   Mr. Pruett acknowledges reading and understanding the contents of this Agreement, being afforded the 
opportunity to review carefully this Agreement with an attorney of his choice, not relying on any oral or written representation not contained in 
this Agreement, signing this Agreement knowingly and voluntarily, and, after the Effective Date of this Agreement, being bound by all of its 
provisions.  
   
 
   
 
   
 
   

 
   
 

  

Dated:  August  8, 2014    PG&E Corporation  
      JOHN R. SIMON  
    By:  JOHN R. SIMON  
        
Dated:  9/8/14    GREG PRUETT  
      GREG PRUETT  
        

  
  



 

 

  

Greg Pruett  
LTIP Balances @ 8/1/2014  

Exhibit A  
              
                      
Restricted Stock Units -- All unvested RSUs will continue to vest as if officer remained employed.          
                      

Grant  Shares/Units  Previously  Shares/Units    Vesting Schedule      

Date  Granted  Vested  Outstanding    Mar. 2, 2015  Mar. 1, 2016  

Mar. 
1, 

2017 Total     
3/1/2011  4,905 (2,943) 1,962   1,962     1,962     
3/1/2012  7,485 (2,994) 4,491   1,497 2,994   4,491     
3/1/2013  5,930 (1,186) 4,744   1,186 1,186 2,372 4,744     
3/3/2014  6,305   6,305   2,102 2,101 2,102 6,305     

  24,625 (7,123) 17,502   6,747 6,281 4,474 17,502     
                      
Performance Shares -- All performance shares will continue to vest (subject to payout factor based on TSR performance) as if officer 
remained employed.    
                       

Grant  Shares  Vest                  
Date  Granted  Date                  

3/1/2012  7,485 3/2/2015                  
3/1/2013  5,930 3/1/2016                  
3/3/2014  5,310 3/1/2017                  

  18,725                   
                      
SISOPs -- Unvested SISOPs vest immediately upon termination and will be distributed in the form of PG&E common stock 7 months 
following termination.    
                       

Grant                      
Date  Shares                    

1/3/2011  226.687 Vested                  
1/3/2012  619.681 Vest 1/3/2015                  
1/2/2013  677.044 Vest upon retirement                

  1,523.412                   
                      

  
  



 
 
   

                                           EXHIBIT B  
   
 

EMPLOYMENT   TERMINATION   CERTIFICATE  
   
 
   

I entered into a  SEPARATION   AGREEMENT (“Separation Agreement” )   with PG&E Corporation ("the Corporation") dated     , 2014 
("Effective Date").   I hereby acknowledge that:  

   
 

(1)                    A blank copy of this Employment Termination Certificate was attached as  Exhibit   B  to the Separation Agreement 
when the Corporation gave it to me for review.  I have been given sufficient and reasonable time to consider signing this Certificate. I 
have discussed the Separation Agreement and this Certificate with an attorney before executing either document.  

   
 

(2)                    The benefits payable under paragraph 2(a)-(e) of the Separation Agreement are only payable to me if I sign this Certificate 
after the Resignation Date (as defined in the Separation Agreement).  

   
 

(3)                    I executed the Separation Agreement prior to my last day of employment.  In exchange for the remaining benefits provided for 
in paragraph 2(a)-(e) of the Separation Agreement, I 
hereby agree that this Certificate will be a part of my Separation Agreement such that the release 
of claims and the covenants that I provided under paragraph 5 of the Separation Agreement will, 
by my signature below, extend to and cover any other claims that arose after the Effective Date, up to and including the Resignation Date and 
the date this Certificate is signed,  provided, however,  by signing the Employment Termination Certificate I am not releasing any claim I 
have to receive any and all benefits otherwise due to me under the terms of the Separation Agreement, or otherwise required by law.  

   
 

(4)                    Nothing in this Certificate alters, diminishes, or mitigates the scope and breadth of the releases and covenants that I 
previously provided to the Company under the Separation Agreement, which shall remain in full force and effect regardless of whether I sign 
this Certificate.  

   
 

(5)                    By signing below, I hereby extend the release of claims and the covenants that I provided 
to the Corporation and other released parties under the Separation Agreement to cover any other 
claims (as more fully described in paragraph 5 of the Separation Agreement) that arose or may 
have arisen at any time after the Effective Date, up to and including the Resignation Date and the date this Certificate is signed. 
 I knowingly and voluntarily waive any and all rights or benefits 
which I may have had, may now have or in the future may have under the terms of Section 1542 of 
the California Civil Code, which provides as follows:  

   
 
   

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS 
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIS T IN HIS 
OR HER FAVOR AT THE TIME OF EXECUTING 
THE RELEASE WHICH, IF KNOWN BY HIM OR HER MUST 
HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH  THE DEBTOR.  

 

  

  
  



 
 
   

I understand that section 1542 gives me the right not to release existing claims of which I am not now aware, but I 
expressly and voluntarily choose to waive my rights under California Civil 
Code Section 1542, as well as under any other federal or state statute or common law principles of similar effect.  

   
 

I   UNDERSTAND   THAT   I   HAVE   A   RIGHT   TO   CONSULT   WITH   AN   ATTORNEY   OF   MY   OWN CHOOSING AND 
TO HAVE THE TERMS OF THIS CERTIFICATE FULLY   EXPLAINED   TO   ME   PRIOR   TO   SIGNING,   AND THAT   I   AM   
GIVING   UP   ANY   LEGAL CLAIMS I HAVE   AGAINST   THE PARTIES RELEASED IN THE SEPARATION AGREEMENT BY   
SIGNING THIS   CERTIFICAT E .   I   AM   SIGNING   THIS CERTIFICATE   KNOWINGLY, WILLINGLY   AND   VOLUNTARILY   
IN   EXCHANGE   FOR   THE   BENEFITS DESCRIBED   IN   THE   SEPARATION   AGREEMEN T .  

   
 
 
 
 
 

Greg Pruett  
   
 

Date:   -------------------------  
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Exhibit 10.2 
SEPARATION AGREEMENT  

 
   

This Separation Agreement (“Agreement”) is made and entered into by and between Thomas Bottorff and Pacific Gas and Electric 
Company (the “Company” or “PG&E”) (collectively the “Parties”) and sets forth the terms and conditions of Mr. Bottorff’s separation from 
employment with the Company.  The “Effective Date” of this Agreement is defined in paragraph 18(a).  
   

1 .   Resignation.   Mr. Bottorff shall resign from his position as Senior Vice President, Regulatory Affairs of Pacific Gas and 
Electric Company on September 12, 2014 (for purposes of this Agreement, the “Date of Resignation.”)  Mr. Bottorff shall have until October 1, 
2014, to accept this Agreement by submitting a signed copy to the Company.  Regardless of whether Mr. Bottorff accepts this Agreement, on the 
Date of Resignation, he will be paid all salary or wages and vacation accrued, unpaid and owed to him as of that date, he will remain entitled to 
any other benefits to which he is otherwise entitled under the provisions of the Company’s plans and programs, and he will receive notice of the 
right to continue his existing health-insurance coverage pursuant to COBRA.  
   

The benefits set forth in paragraph 2 below are conditioned upon Mr. Bottorff’s acceptance of this Agreement.  
   

2 .   Separation benefits.   Even though Mr. Bottorff is not otherwise entitled to them, in consideration of his acceptance of this 
Agreement, the Company will provide to Mr. Bottorff the following separation benefits:  
   

a.   Severance payment.   Under the terms of the PG&E Corporation Officer Severance Policy, Mr. Bottorff’s severance 
payment amount is $1,146,070 (One Million One Hundred Forty Six Thousand Seventy Dollars.)  On the Effective Date of this Agreement as set 
forth in paragraph 18(a) below, the Company will make the severance payment, less applicable withholdings and deductions, to Mr. Bottorff.  
   

b.   Bonus.   Mr. Bottorff shall be entitled to receive a pro-rated bonus under PG&E’s 2014   short-term incentive plan 
based on the percentage of time Mr. Bottorff was employed by Company in 2014, and at the time such bonus, if any, would otherwise be paid.  
   

c.   Stock.   Upon the Date of Resignation, but conditioned on the occurrence of the Effective Date of this Agreement as 
set forth in paragraph 18(a) below, all unvested restricted stock unit grants and performance share grants provided to Mr. Bottorff under PG&E’s 
2006 Long-Term Incentive Plan shall continue to vest, terminate, or be canceled as provided consistent with the attached Exhibit A.  
   

d.   Career transition services.     For a maximum period of one year following the Date of Resignation, the Company 
will provide Mr. Bottorff with executive career transition services from Lee Hecht Harrison, with total payments to the firm not to exceed 
$12,000 (Twelve Thousand Dollars.).  Lee Hecht Harrison shall bill the Company directly for their services to Mr. Bottorff.  Mr. Bottorff’s 
entitlement to services under this Agreement will terminate when he becomes employed, either by another employer or through self-employment 
other than consulting with the Company.  
   

e.   Payment of COBRA premium.   In addition to the severance payment described in paragraph 2a, the Company will 
pay Mr. Bottorff the amount of $29,013. (Twenty Nine Thousand Thirteen Dollars), which is an estimated value of his monthly COBRA 
premiums for the eighteen-month period commencing the first full month after the Date of Resignation.  
   

3 .   Defense and indemnification in third-party claim.   The Company and/or its affiliate, or subsidiary will provide Mr. 
Bottorff with legal representation and indemnification protection in any legal proceeding in which he is a party or is threatened to be made a 
party by reason of the fact that he is or was an employee or officer of the Company and/or its affiliate or subsidiary, in accordance with the terms 
of the resolution of the Board of Directors of PG&E dated July 19, 1995, any subsequent PG&E policy or plan providing greater protection to 
Mr. Bottorff, or as otherwise required by law.  
   

4 .   Cooperation with legal proceedings.   Mr. Bottorff will, upon reasonable notice, furnish information and proper assistance 
to the Company and/or its affiliate or subsidiary (including truthful testimony and document production) as may reasonably be required by them 
or any of them in connection with any legal, administrative or regulatory proceeding in which they or any of them is, or may become, a party, or 
in connection with any filing or similar obligation imposed by any taxing, administrative or regulatory authority having jurisdiction, provided, 
however, that the Company and/or its affiliate or subsidiary will pay all reasonable expenses incurred by Mr. Bottorff in complying with this 
paragraph.  
   

5.   Release of claims and covenant not to sue.  
   

a.   In consideration of the separation benefits and other benefits the Company is providing under this Agreement, Mr. 
Bottorff, on behalf of himself and his representatives, agents, heirs and assigns, waives, releases, discharges and promises never to assert any and 
all claims, liabilities or obligations of every kind and nature, whether known or unknown, suspected or unsuspected that he ever had, now has or 
might have as of the Effective Date against the Company or its predecessors, affiliates, subsidiaries, shareholders, owners, directors, officers, 
employees, agents, attorneys, successors, or assigns.  These released claims include, without limitation, any claims arising from or related to Mr. 
Bottorff’s employment with the Company, or any of its affiliates and subsidiaries, and the termination of that employment.  These released 
claims also specifically include, but are not limited, any claims arising under any federal, state and local statutory or common law, such as (as 
amended and as applicable) Title VII of the Civil Rights Act, the Age Discrimination in Employment Act, the Americans With Disabilities Act, 
the Employee Retirement Income Security Act, the California Fair Employment and Housing Act, the California Labor Code, any other federal, 
state or local law governing the terms and conditions of employment or the termination of employment, and the law of contract and tort; and any 
claim for attorneys’ fees.  
   



b.   Mr. Bottorff acknowledges that there may exist facts or claims in addition to or different from those which are now 
known or believed by his to exist.  Nonetheless, this Agreement extends to all claims of every nature and kind whatsoever, whether known or 
unknown, suspected or unsuspected, past or present, and Mr. Bottorff specifically waives all rights under Section 1542 of the California Civil 
Code which provides that:  
   
   

   
c.   With respect to the claims released in the preceding paragraphs, Mr. Bottorff will not initiate or maintain any legal or 

administrative action or proceeding of any kind against the Company or its predecessors, affiliates, subsidiaries, shareholders, owners, directors, 
officers, employees, agents, attorneys, successors, or assigns, for the purpose of obtaining any personal relief, nor (except as otherwise required 
or permitted by law) assist or participate in any such proceedings, including any proceedings brought by any third parties.  
   

6.   Re-employment.   Mr. Bottorff will not seek any future re-employment with the Company, or any of its subsidiaries or 
affiliates.  This paragraph will not, however, preclude Mr. Bottorff from accepting an offer of future employment from the Company, or any of 
its subsidiaries or affiliates.  
   

7 .   Non-disclosure.  
   

a.   Mr. Bottorff will not disclose, publicize, or circulate to anyone in whole or in part, any information concerning the 
existence, terms, and/or conditions of this Agreement without the express written consent of the PG&E’s Chief Legal Officer or, as reasonably 
necessary to enforce the terms of this Agreement, unless otherwise required or permitted by law.  Notwithstanding the preceding sentence, Mr. 
Bottorff may disclose the terms and conditions of this Agreement to his family members, and any attorneys or tax advisors, if any, to whom 
there is a bona fide need for disclosure in order for them to render professional services to him, provided that the person first agrees to keep the 
information confidential and not to make any disclosure of the terms and conditions of this Agreement unless otherwise required or permitted by 
law.  
   

b.   Mr. Bottorff will not use, disclose, publicize, or circulate any confidential or proprietary information concerning the 
Company or its subsidiaries or affiliates, which has come to his attention during his employment with the Company, unless doing so is expressly 
authorized in writing by PG&E’s Chief Legal Officer, or is otherwise required or permitted by law.  Before making any legally-required or 
permitted disclosure, Mr. Bottorff will give the Company notice at least ten (10) business days in advance.  
   

8 .   Non-Disparagement.   Mr. Bottorff agrees to refrain from performing any act, engaging in any conduct or course of action 
or making or publishing any statements, claims, allegations or assertions, which have or may reasonably have the effect of demeaning the name 
or business reputation of  the Company, or any of its subsidiaries or affiliates, or any of their respective employees, officers, directors, agents or 
advisors in their capacities as such or which adversely affects (or may reasonably be expected adversely to affect) the best interests (economic or 
otherwise) of any of them.  Nothing in this paragraph 8 shall preclude Mr. Bottorff from fulfilling any legal duty he may have, including 
responding to any subpoena or official inquiry from any court or government agency.  
   

9 .   No unfair competition.  
   

a.   For a period of 24 months after the Effective Date, Mr. Bottorff will not engage in any unfair competition against the 
Company, or any of its subsidiaries or affiliates.  
   

b.   For a period of 24 months after the Effective Date, Mr. Bottorff will not, directly or indirectly, solicit or contact for the 
purpose of diverting or taking away or attempt to solicit or contact for the purpose of diverting or taking away:  
   

   

   

   

   

   

   A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO 
EXIST IN HIS OR HIS FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN TO HIM OR HIS MUST 
HAVE MATERIALLY AFFECTED HIS OR HIS SETTLEMENT WITH THE DEBTOR.  

(1)   any existing customer of the Company or its affiliates or subsidiaries;  

(2)   any prospective customer of the Company or its affiliates or subsidiaries about whom Mr. Bottorff acquired 
information as a result of any solicitation efforts by the Company or its affiliates or subsidiaries, or by the 
prospective customer, during Mr. Bottorff’s employment with the Company;  

(3)   any existing vendor of the Company or its affiliates or subsidiaries;  

(4)   any prospective vendor of the Company or its affiliates or subsidiaries, about whom Mr. Bottorff acquired 
information as a result of any solicitation efforts by the Company or its affiliates or subsidiaries, or by the 
prospective vendor, during Mr. Bottorff’s employment with the Company;  

(5)   any existing employee, agent or consultant of the Company or its affiliates or subsidiaries, to terminate or 
otherwise alter the person’s or entity’s employment, agency or consultant relationship with the Company or 
its affiliates or subsidiaries; or  

(6)   any existing employee, agent or consultant of the Company or its affiliates or subsidiaries, to work in any 
capacity for or on behalf of any person, Company or other business enterprise that is in competition with the 
Company or its affiliates or subsidiaries.  



   
10 .   Material breach by Employee.   In the event that Mr. Bottorff breaches any material provision of this Agreement, 

including but not necessarily limited to paragraphs 4, 5, 6, 7, 8 and/or 9 and fails to cure said breach upon reasonable notice, the Company will 
be entitled to recover any actual damages and to recalculate any future pension benefit entitlement without the additional credited age he 
received or would have received under this Agreement.  Despite any breach by Mr. Bottorff, his other duties and obligations under this 
Agreement, including his waivers and releases, will remain in full force and effect.  In the event of a breach or threatened breach by Mr. Bottorff 
of any of the provisions in paragraphs 4, 5, 6, 7, 8, and/or 9, the Company will, in addition to any other remedies provided in this Agreement, be 
entitled to equitable and/or injunctive relief and because the damages for such a breach or threatened breach will be difficult to determine and 
will not provide a full and adequate remedy, the Company will also be entitled to specific performance by Mr. Bottorff of his obligations under 
paragraphs 4, 5, 6, 7, 8, and/or 9.  
   

11 .   Material breach by the Company.   Mr. Bottorff will be entitled to recover actual damages in the event of any material 
breach of this Agreement by the Company, including any unexcused late or non-payment of any amounts owed under this Agreement, or any 
unexcused failure to provide any other benefits specified in this Agreement.  In the event of a breach or threatened breach by the Company of 
any of its material obligations to him under this Agreement, Mr. Bottorff will be entitled to seek, in addition to any other remedies provided in 
this Agreement, specific performance of the Company’s obligations and any other applicable equitable or injunctive relief.  
   

12.     No admission of liability.   This Agreement is not, and will not be considered, an admission of liability or of a violation of 
any applicable contract, law, rule, regulation, or order of any kind.  
   

13 .   Complete agreement.   This Agreement sets forth the entire agreement between the Parties pertaining to the subject matter 
of  this Agreement and fully supersedes any prior or contemporaneous negotiations, representations, agreements, or understandings between the 
Parties with respect to any such matters, whether written or oral (including any that would have provided Mr. Bottorff with any different 
severance arrangements).  The Parties acknowledge that they have not relied on any promise, representation or warranty, express or implied, not 
contained in this Agreement.  Parole evidence will be inadmissible to show agreement by and among the Parties to any term or condition 
contrary to or in addition to the terms and conditions contained in this Agreement.  
   

14 .   Severability.   If any provision of this Agreement is determined to be invalid, void, or unenforceable, the remaining 
provisions will remain in full force and effect.  
   

15 .   Arbitration.   With the exception of any request for specific performance, injunctive or other equitable relief, any dispute 
or controversy of any kind arising out of or related to this Agreement, Mr. Bottorff’s employment with the Company (or with the employing 
subsidiary), the separation of Mr. Bottorff from that employment and from his positions as an officer and/or director of the Company or any 
subsidiary or affiliate, or any claims for benefits, rights under, or interpretation of this Agreement, will be resolved exclusively by final and 
binding arbitration using one arbitrator in accordance with the Commercial Arbitration Rules of the American Arbitration Association currently 
in effect, provided, however, that in rendering their award, the arbitrators will be limited to those legal rights and remedies provided for by 
law.  The only claims not covered by this paragraph are any non-waivable claims for benefits under workers’ compensation or unemployment 
insurance laws, which will be resolved under those laws.  Any arbitration pursuant to this paragraph will take place in San Francisco, 
California.  The Parties may be represented by legal counsel at the arbitration but must bear their own fees for such representation in the first 
instance.  The prevailing party in any dispute or controversy covered by this paragraph, or with respect to any request for specific performance, 
injunctive or other equitable relief in any forum, will be entitled to recover, in addition to any other available remedies specified in this 
Agreement, all litigation expenses and costs, including any arbitrator, administrative or filing fees and reasonable attorneys’ fees, except as 
prohibited or limited by law.  The Parties specifically waive any right to a jury trial on any dispute or controversy covered by this 
paragraph.  Judgment may be entered on the arbitrators’ award in any court of competent jurisdiction.  Subject to the arbitration provisions of 
this paragraph, the sole jurisdiction and venue for any action related to the subject matter of this Agreement will be the California state and 
federal courts having within their jurisdiction the location of the Company’s principal place of business in California at the time of such action, 
and both Parties thereby consent to the jurisdiction of such courts for any such action.  
   

16 .   Governing law.   This Agreement will be governed by and construed under the laws of the United States and, to the extent 
not preempted by such laws, by the laws of the State of California, without regard to their conflicts of laws provisions.  
   

17 .   No waiver.   The failure of either Party to exercise or enforce, at any time, or for any period of time, any of the provisions 
of this Agreement will not be construed as a waiver of that provision, or any portion of that provision, and will in no way affect that party’s right 
to exercise or enforce such provisions.  No waiver or default of any provision of this Agreement will be deemed to be a waiver of any succeeding 
breach of the same or any other provisions of this Agreement.  
   

18 .   Acceptance of Agreement.  
   

a.   Mr. Bottorff was provided up to 21 days to consider and accept the terms of this Agreement and was advised to consult 
with an attorney about the Agreement before signing it.  The provisions of the Agreement are, however, not subject to negotiation.  After signing 
the Agreement, Mr. Bottorff will have an additional seven (7) days in which to revoke in writing acceptance of this Agreement.  To revoke, Mr. 
Bottorff will submit a signed statement to that effect to PG&E’s Chief Legal Officer before the close of business on the seventh day.  If Mr. 
Bottorff does not submit a timely revocation, the Effective Date of this Agreement will be the eighth day after he has signed it.  
   

b.   Mr. Bottorff acknowledges reading and understanding the contents of this Agreement, being afforded the opportunity 
to review carefully this Agreement with an attorney of his choice, not relying on any oral or written representation not contained in this 
Agreement, signing this Agreement knowingly and voluntarily, and, after the Effective Date of this Agreement, being bound by all of its 
provisions.  



   
 
   

 
   

   
   
        

Pacific Gas and Electric Company  
   

Dated:   9/17/14   JOHN R. SIMON  
                 By:  JOHN R. SIMON  
        
Dated:    9/12/14    THOMAS BOTTORFF  
      THOMAS BOTTORFF  
        

  
  
  



 
   

 
   
 

  

Exhibit A for Thomas Bottorff  
LTIP Balances @ 9/9/2014  

              
Officer is retirement eligible.  Following termination all RSU and performance shares  will continue to vest as if officer 
remained employed.      
               
                      
                      
Restricted Stock Units                    
                      

Grant  Shares/Units  Previously  Shares/Units    Vesting Schedule    
Date  Granted  Vested  Outstanding    Mar. 2, 2015 Nov. 9 2015  Mar. 1, 2016 Mar. 1, 2017 Total    

11/9/2010*  10,510 0 10,510     10,510     10,510   
3/1/2011  4,905 (2,943) 1,962   1,962       1,962   
3/1/2012  6,585 (2,634) 3,951   1,317   2,634   3,951   
3/1/2013  7,115 (1,423) 5,692   1,423   1,423 2,846 5,692   
3/3/2014  6,305 0 6,305   2,102   2,101 2,102 6,305   

  35,420 (7,000) 28,420   6,804 10,510 6,158 4,948 28,420   
                      
*Under the terms of the retention RSU agreement, in the event of a termination without cause, unvested RSUs continue to vest during the 24 
month    
severance mulitple.                    
Performance Shares (payout factor will be applied)                
                      

Grant  Shares  Vest                  
Date  Granted  Date                  

3/1/2012  6,585 3/2/2015                  
3/1/2013  7,115 3/1/2016                  
3/3/2014  5,310 3/1/2017                  

  19,010                   

  
  



 
  



                           Exhibit 10.3                                               
   

 
   
February 22, 2012  
   
   
Steven Malnight  
Vice President, Customer Energy Solutions  
Personnel Number:  XXXXX  
   
   
Dear Steve:  
   
Thank you for your dedication and many contributions to Pacific Gas and Electric Company (the "Company").  You are an asset to 
our team.  On behalf of the Company, I am pleased to offer you the following special retention incentive to encourage you to 
remain a Company employee through March 1, 2015.  
   
The retention incentive consists of a lump sum payment in the amount of $ 400,000.  The Company agrees to make this payment, 
subject to applicable withholding taxes, on March 1, 2012, and provided you remain employed by the Company through March 1, 
2015.  
   
Should you decide to voluntarily resign from the Company before March 1, 2015, you will repay the Company this special 
retention incentive in its entirety ($400,000) upon your termination from the Company.  
   
The following points clarify this offer.  
   
   

   
   

   
   

      3.   The provisions of this agreement do not change your "at will" employment status.  
   
   

   
   
Sincerely,  
   
HELEN BURT  
   
Helen A   Burt  
Senior Vice President and Chief Customer Officer  
   
   
Please acknowledge your acceptance of this retention incentive and the terms of this letter by signing the original and returning it to 
me.  An additional copy of this letter is enclosed for your personal records.  
   
   
   

Pacific Gas and Electric Company    Helen A. Burt  
Senior Vice President and  
Chief Customer Officer  
Customer Care  

  77 Beale Street, Room 3129  
San Francisco, CA 94105  
Mailing Address  
Mail Code B32  
Pacific Gas and Electric Company  
P.O. Box 770000  
San Francisco, CA  94177  
   
415.973.2001  
Fax: 415.973.2313  

   1.   Your eligibility for our Short-Term Incentive Plan and Long-Term Incentive Plan awards, as well as the status of 
those you have received to date, are not impacted by receipt of the payment.  

   2.   Your participation in our benefit plans (e.g., retirement, medical, etc.) will continue to be based on the provisions 
of the applicable plans.  The payment will not be eligible for any 401K match.  

   4.   This agreement is confidential, and you agree not to disclose its terms or the payment in general to anyone other 
than your spouse and tax advisors.  



   
STEVEN MALNIGHT                                        2/24/12 
_____________________________________________                                   ________________________________________  
Steven Malnight                                          Date  



Exhibit 31.1 
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER  

PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE 13a-14(a)  
 
I, Anthony F. Earley, Jr., certify that:  
 

 

 

 

 

   

   

   

   

 

   

 

 

1.  I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 30, 2014 of PG&E Corporation;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) 
and 15d-15(f)) for the registrant and have:  

   a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  

   b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles;  

   c.  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

   d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):  

   a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

   b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal 
control over financial reporting.  

   
Date: October 28, 2014  ANTHONY F. EARLEY, JR.  
  Anthony F. Earley, Jr.  
  Chairman, Chief Executive Officer, and President  

  
  



 
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER  
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE 13a-14(a)  

 
I, Kent M. Harvey, certify that:  
 

 

 

 

 

 

 

 

 

 

 

 

 

  

1.   I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 30, 2014 of PG&E Corporation;  

2.   Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.   Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.   The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) 
and 15d-15(f)) for the registrant and have:  

a.   Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  

b.   Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles;  

c.   Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d.   Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):  

   a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

   b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal 
control over financial reporting.  

   
Date: October 28, 2014  KENT M. HARVEY  
  Kent M. Harvey  
  Senior Vice President and Chief Financial Officer  



Exhibit 31.2 
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER  
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE 13a-14(a)  

 
I, Christopher P. Johns, certify that:  
 

 

 

 

 

   

   

   

   

 

   

 

   
   
   
 
   

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER  
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE 13a-14(a)  

 
I, Dinyar B. Mistry, certify that:  
 

 

 

 

1.  I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 30, 2014 of Pacific Gas and Electric Company;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) 
and 15d-15(f)) for the registrant and have:  

   a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  

   b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles;  

   c.  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

   d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):  

   a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

   b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal 
control over financial reporting.  

   
Date: October 28, 2014  

   
CHRISTOPHER P. JOHNS  

  Christopher P. Johns  
  President  

1.  I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 30, 2014 of Pacific Gas and Electric Company;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 



 

 

 

 

 

 

 

 

 

in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) 
and 15d-15(f)) for the registrant and have:  

a.   Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  

b.   Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles;  

c.   Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d.   Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and  

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, 
to the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):  

   a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

   b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal 
control over financial reporting.  

   
Date: October 28, 2014  DINYAR B. MISTRY  
  Dinyar B. Mistry  
  Vice President, Chief Financial Officer and Controller  



Exhibit 32.1 
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350  

 
 

In connection with the accompanying Quarterly Report on Form 10-Q of PG&E Corporation for the quarter ended September 30, 2014 
(“Form 10-Q”), I, Anthony F. Earley, Jr., Chairman, Chief Executive Officer and President of PG&E Corporation, hereby certify pursuant to 18 
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge and belief, that:  
 

 
 
 

 
October 28, 2014  
 
 

                 (1)  the Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 
1934; and  

         
                 (2)  the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results 

of operations of PG&E Corporation.  
         

        
  ANTHONY F. EARLEY, JR.  
  ANTHONY F. EARLEY, JR.  
  Chairman, Chief Executive Officer and President  
    

  
  



 
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350  

 
In connection with the accompanying Quarterly Report on Form 10-Q of PG&E Corporation for the quarter ended September 30, 2014 

(“Form 10-Q”), I, Kent M. Harvey, Senior Vice President and Chief Financial Officer of PG&E Corporation, hereby certify pursuant to 18 
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge and belief, that:  
 

 
 
 

 
October 28, 2014  

  

                 (1)  the Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 
1934; and  

         
                 (2)  the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results 

of operations of PG&E Corporation.  
         

    
  KENT M.HARVEY  
  KENT M. HARVEY  
  Senior Vice President and  
  Chief Financial Officer  



Exhibit 32.2 
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350  

 
 

In connection with the accompanying Quarterly Report on Form 10-Q of Pacific Gas and Electric Company for the quarter ended 
September 30, 2014 (“Form 10-Q”), I, Christopher P. Johns, President of Pacific Gas and Electric Company, hereby certify pursuant to 18 
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge and belief, that:  
 

 
 
 
 
 
 
 

October 28, 2014  
 
 
 
 
 

               (1)  the Form 10-Q fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; 
and  

         
                (2)  the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results of 

operations of Pacific Gas and Electric Company.  

    
  CHRISTOPHER P. JOHNS  
  CHRISTOPHER P. JOHNS  
                                 President  

  
  



 
   
   

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350  

 
In connection with the accompanying Quarterly Report on Form 10-Q of Pacific Gas and Electric Company for the quarter ended 

September 30, 2014 (“Form 10-Q”), I, Dinyar B. Mistry, Vice President, Chief Financial Officer and Controller of Pacific Gas and Electric 
Company, hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best 
of my knowledge and belief, that:  
 

 
 
 
 

October 28, 2014  
 
 
 
 
 
 

  

                (1)  the Form 10-Q fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; 
and  

         
                (2)  the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and results 

of operations of Pacific Gas and Electric Company.  

    
  DINYAR B. MISTRY  
  DINYAR B. MISTRY  
  Vice President, Chief Financial Officer and Controller  
    


