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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 (dy OHE
SECURITIES EXCHANGE ACT OF 193
For the quarterly period ended March 31, 2
OR
[1] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df OHE
SECURITIES EXCHANGE ACT OF 193
For the transition period from to
Exact Name o
Commission Registrant State or other IRS Employer
File as specified Jurisdiction of Identification
Number in its charter Incorporation Number
1-12609 PG&E Corporatior California 94-3234914
1-2348 Pacific Gas and Electric Compa California 94-074264C
Pacific Gas and Electric Company PG&E Corporation
77 Beale Street One Market, Spear Tower
P.O. Box 770000 Suite 2400
San Francisco, California 94177 San Francisco, California 94105
Address of principal executive offices, including zode

Pacific Gas and Electric Company PG&E Corporation
(415) 973-7000 (415) 267-7000

Registrant's telephone number, including area

Indicate by check mark whether each registranhég)filed all reports required to be filed by Sextl3 or 15(d) of the Securities Exchange Act @4l8uring the
preceding 12 months (or for such shorter periotttieregistrant was required to file such repoday (2) have been subject to such filing requéets for the past
90 days. [X]yes [ ]No

Indicate by check mark whether the registrantler@e accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting compa8ge definitions
of “large accelerated fil”, “accelerated fil¢’ and“smaller reporting compa” in Rule 12I-2 of the Exchange Ac

PG&E Corporation [X] Large accelerated file [ 1Accelerated File

[ 1 Non-accelerated filer [ ] Smaller reporting company
Pacific Gas and Electric Company: [ ] Large accelerated filer [ ] Accelerated Filer

[X] Non-accelerated filer [ ] Smaller reportingrapany

Indicate by check mark whether the registrantshell company (as defined in Rule -2 of the Exchange Act
PG&E Corporation [ 1Yes[X] No

Pacific Gas and Electric Compar [ 1Yes[X] No

Indicate the number of shares outstanding of e&tiedassuer's classes of common stock, as ofatiestl practicable dat

Common Stock Outstanding as of May 1, 2C

PG&E Corporation 357,258,997 shares (excluding 24,665,500 shareshlyeh wholly

owned subsidiary
Pacific Gas and Electric Compa 283,856,02:
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PART I. FINANCIAL INFORMATION
ITEM 1 : CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

PG&E CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
(in millions, except per share amounts Three Months Ended
March 31,
2008 2007
Operating Revenues
Electric $ 2512 $ 2,17¢
Natural gas 1,21¢ 1,181
Total operating revenues 3,73: 3,35¢
Operating Expenses
Cost of electricity 1,027 723
Cost of natural ga 775 754
Operating and maintenan 1,03¢ 92C
Depreciation, amortization, and decommissioning 402 43C
Total operating expense: 3,24( 2,821
Operating Income 492 52¢
Interest income 26 52
Interest expens (187) (290)
Other income, net 2 4
Income Before Income Taxe: 334 39t
Income tax provision 11C 13¢
Net Income $ 224 % 25€
Weighted Average Common Shares Outstanding, Bas 35E 34¢
Weighted Average Common Shares Outstanding, Dilute 35€ 351
Net Earnings Per Common Share, Basi $ 062 $ 0.71
Net Earnings Per Common Share, Dilutec $ 06z $ 0.71
Dividends Declared Per Common Shar $ 03¢ $ 0.3€

See accompanying Notes to the Condensed Consdlifiatancial Statement




PG&E CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

Balance At
o March 31,
(in millions) 2008 December 31
(Unaudited) 2007
ASSETS
Current Assets
Cash and cash equivalel $ 252 % 34t
Restricted cas 1,30¢ 1,297
Accounts receivable
Customers (net of allowance for doubtful accouft$6d million in 2008 and $58 million in 200 2,26( 2,34¢
Regulatory balancing accour 1,17¢ 771
Inventories:
Gas stored underground and fuel 10C 20t
Materials and supplie 164 16€
Income taxes receivab 10E 61
Prepaid expenses and other 39C 25E
Total current assets 5,75¢€ 5,44¢
Property, Plant, and Equipment
Electric 25,92( 25,59¢
Gas 9,73¢ 9,62(
Construction work in progre: 1,66¢ 1,34¢
Other 17 17
Total property, plant, and equipment 37,33¢ 36,58¢
Accumulated depreciation (13,117 (12,92%)
Net property, plant, and equipment 24,22 23,65¢
Other Noncurrent Assets
Regulatory asse 4,34¢ 4,45¢
Nuclear decommissioning fun: 1,93¢ 1,97¢
Other 1,187 1,08¢
Total other noncurrent assets 7,46¢ 7,521
TOTAL ASSETS $ 37,44¢ % 36,63

See accompanying Notes to the Condensed Consdliffatancial Statement




PG&E CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

Balance At
March 31,
(in millions, except share amounts 2008 December 31
(Unaudited) 2007
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Shor-term borrowings $ 73 $ 51¢
Long-term debt, classified as curre 754 -
Energy recovery bonds, classified as cur 35¢ 354
Accounts payable
Trade creditor: 1,07(C 1,067
Disputed claims and customer reful 1,62¢ 1,62¢
Regulatory balancing accour 734 673
Other 497 394
Interest payabl 67E 697
Deferred income taxe 168 -
Other 1,70¢ 1,37¢
Total current liabilities 7,66¢ 6,707
Noncurrent Liabilities
Long-term debt 7,721 8,171
Energy recovery bonc 1,49¢ 1,582
Regulatory liabilities 4,662 4,44¢
Asset retirement obligatior 1,59¢ 1,57¢
Income taxes payab 241 234
Deferred income taxe 3,05¢ 3,05¢
Deferred tax credit 98 99
Other 1,96¢ 1,95¢
Total noncurrent liabilities 20,83 21,12(
Commitments and Contingencies (Notes 4, 5, 10, add)
Preferred Stock of Subsidiaries 252 252
Preferred Stock
Preferred stock, no par value, authorized 80,0@sb@res, $100 par value, authorized 5,000,00@shaone issue - -
Common Shareholders' Equity
Common stock, no par value, authorized 800,000sb@0es, issued 379,897,758 common and 1,381,4Rittexs$ shares i
2008 and issued 378,385,151 common and 1,261, %&%cted shares in 20( 6,162 6,11(
Common stock held by subsidiary, at cost, 24,6685 8tare: (71¢) (719)
Reinvested earning 3,237 3,151
Accumulated other comprehensive income 12 10
Total common shareholders' equity 8,69: 8,55°
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 37,44¢  $ 36,63:

See accompanying Notes to the Condensed Consdliffatancial Statement




PG&E CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to net cashigesl by operating activitie:
Depreciation, amortization, decommissioning, amaovence for equity funds used during construc
Deferred income taxes and tax credits,
Other changes in noncurrent assets and liabi
Net effect of changes in operating assets anditiabi
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/payal
Regulatory balancing accounts, |
Other current asse
Other current liabilitie:
Other
Net cash provided by operating activities
Cash Flows From Investing Activities
Capital expenditure
Net proceeds from sale of ass
Decrease (increase) in restricted ¢
Proceeds from nuclear decommissioning trust ¢
Purchases of nuclear decommissioning trust invessne
Net cash used in investing activitie
Cash Flows From Financing Activities
Repayments under accounts receivable facility aoikiwg capital facility
Net repayment of commercial paper, net of discadi$4 million in 2007

Proceeds from issuance of long-term debt, net@fjprm, discount, and issuance costs of $2 millioA108 and $10

million in 2007

Long-term debt matured, redeemed, or repurch

Rate reduction bonds matur

Energy recovery bonds matur

Common stock issue

Common stock dividends pa

Other
Net cash used in financing activitie:
Net change in cash and cash equivalen
Cash and cash equivalents at January
Cash and cash equivalents at March 3

Supplemental disclosures of cash flow informatiol
Cash paid for
Interest (net of amounts capitalize
Income taxes paid (refunded), 1
Supplemental disclosures of noncash investing anthéncing activities
Common stock dividends declared but not yet |
Capital expenditures financed through accounts e

See accompanying Notes to the Condensed Consdli&iatancial Statement

(Unaudited)

Three Months Ended

March 31,
2008 2007
224 % 25€
417 454
167 142
111 68
89 23t
107 75
144 (86)
37) 58
(35€) (275
103 173
68 (217)
2 )
1,03¢ 97¢€
(85%) 673
6 4
2 11
164 181
(117) (199)
(79¢) (696)
(250) (300)
(19¢) (425)
59¢ 69C
(300) -
- (75
(83 (83
39 26
(129) 123
(6) 26
(329) (264)
(92 14
34E 45€
252 % 47C
8¢ $ 12¢
- 57
13¢ $ 12€
242 142




PACIFIC GAS AND ELECTRIC COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in millions)

Operating Revenues
Electric
Natural gas
Total operating revenues
Operating Expenses
Cost of electricity
Cost of natural ga
Operating and maintenan
Depreciation, amortization, and decommissioning
Total operating expense:
Operating Income
Interest income
Interest expens
Other income, net
Income Before Income Taxe:
Income tax provision
Net Income
Preferred stock dividend requirement
Income Available for Common Stock

See accompanying Notes to the Condensed Consdliffatancial Statement

(Unaudited)
Three Months Ended
March 31,

2008 2007
2512 $ 2,17¢
1,21¢ 1,181
3,73: 3,35¢
1,027 723

& 754
1,03¢ 91¢
402 42¢
3,24( 2,82
493 531
24 48
(180) (182
19 9
35€ 40€
12C 14E
23€ 261
3 3
232 % 258




PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions)

ASSETS

Current Assets
Cash and cash equivalel
Restricted cas
Accounts receivable

Customers (net of allowance for doubtful accoumts6d million in 2008 and $58 million in 200

Related partie
Regulatory balancing accour
Inventories:
Gas stored underground and fuel
Materials and supplie
Income taxes receivab
Prepaid expenses and other
Total current assets
Property, Plant, and Equipment
Electric
Gas
Construction work in progress
Total property, plant, and equipment
Accumulated depreciation
Net property, plant, and equipment
Other Noncurrent Assets
Regulatory asse
Nuclear decommissioning fun:
Related parties receivak
Other
Total other noncurrent assets
TOTAL ASSETS

See accompanying Notes to the Condensed Consdlifiatancial Statement

Balance At
March 31,
2008 December 31
(Unaudited) 2007

$ 62 $ 141
1,30t 1,297

2,26( 2,34¢

2 6

1,17¢ 771

10C 20t

164 16€

38 15

387 252

5,497 5,20z

25,92( 25,59¢

9,73¢ 9,62(

1,66¢ 1,34¢

37,32: 36,567
(13,10:) (12,919
24,22( 23,65¢

4,34¢ 4,45¢

1,932 1,97¢

28 23

1,094 992

7,40: 7,45¢

$ 37,12 $ 36,31(




PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

Balance At
March 31,
(in millions, except share amounts 2008 December 31
(Unaudited) 2007
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Shor-term borrowings $ 73 $ 51¢
Long-term debt, classified as curre 754 -
Energy recovery bonds, classified as cur 35¢ 354
Accounts payable
Trade creditor: 1,07(C 1,067
Disputed claims and customer reful 1,62¢ 1,62¢
Related partie 27 28
Regulatory balancing accour 734 673
Other 481 37C
Interest payabl 66¢€ 697
Income taxes payab 3 -
Deferred income taxe 174 4
Other 1,52¢ 1,20(C
Total current liabilities 7,49¢ 6,541
Noncurrent Liabilities
Long-term debt 7,441 7,891
Energy recovery bonc 1,494 1,58
Regulatory liabilities 4,66: 4,44¢
Asset retirement obligatior 1,59¢ 1,57¢
Income taxes payab 103 103
Deferred income taxe 3,09t 3,10«
Deferred tax credit 98 99
Other 1,862 1,83¢
Total noncurrent liabilities 20,35¢ 20,64+
Commitments and Contingencies (Notes 4, 5, 10, add)
Shareholders' Equity
Preferred stock without mandatory redemption piiowis:
Nonredeemable, 5.00% to 6.00%, outstanding 5,784s8are: 14E 14E
Redeemable, 4.36% to 5.00%, outstanding 4,534 8&&< 113 113
Common stock, $5 par value, authorized 800,000sb@0es, issued 283,856,022 shares in 2008 andli282¢916,48!
shares in 200 1,41¢ 1,41¢
Common stock held by subsidiary, at cost, 19,48 stare: (47%) (47%)
Additional paic-in capital 2,26¢ 2,22(
Reinvested earning 5,78¢ 5,69/
Accumulated other comprehensive income 15 13
Total shareholders' equity 9,27( 9,12t
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 37,12( $ 36,31(

See accompanying Notes to the Condensed Consdli#fatancial Statement




PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to net cashigesl by operating activitie:
Depreciation, amortization, decommissioning andvedince for equity funds used during construc
Deferred income taxes and tax credits,
Other changes in noncurrent assets and liabi
Net effect of changes in operating assets anditiabi
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/payal
Regulatory balancing accounts, |
Other current asse
Other current liabilitie:
Other
Net cash provided by operating activities
Cash Flows From Investing Activities
Capital expenditure
Net proceeds from sale of ass
Decrease (increase) in restricted ¢
Proceeds from nuclear decommissioning trust ¢
Purchases of nuclear decommissioning trust invessne
Net cash used in investing activitie
Cash Flows From Financing Activities
Repayments under accounts receivable facility aoikiwg capital facility
Net repayment of commercial paper, net of discadi$4 million in 2007

Proceeds from issuance of long-term debt, net@fjprm, discount, and issuance costs of $2 millioA108 and $10

million in 2007
Long-term debt matured, redeemed, or repurch
Rate reduction bonds matur
Energy recovery bonds matur
Equity infusion from PG&E Corporatic
Common stock dividends pa
Preferred stock dividends pe
Other
Net cash used in financing activitie:
Net change in cash and cash equivalen
Cash and cash equivalents at January
Cash and cash equivalents at March 3

Supplemental disclosures of cash flow informatiol
Cash paid for
Interest (net of amounts capitalize
Income taxes paid (refunded), 1
Supplemental disclosures of noncash investing anth&ncing activities
Capital expenditures financed through accounts lga)

See accompanying Notes to the Condensed Consdli&iatancial Statement
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(Unaudited)

Three Months Ended

March 31,
2008 2007
23 % 261
417 454
16C 143
10€ 68
88 237
107 75
14¢ (99
(20 41
(35€) (275
104 174
65 (98)
2 )
1,05¢ 974
(85%) 673
6 4
2 11
164 181
(117) (199)
(79¢) (696)
(250) (300)
(19¢) (425)
59¢ 69C
(300) -
- (75
(83 (83
50 -
(142) 127
(3) (3)
(7) 14
(335) (309)
79 (33
141 70
62 $ 37
8¢ $ 11E
= (30
242 $ 142




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
NOTE 1: ORGANIZATION AND BASIS OF PRESENTATION

PG&E Corporation is a holding comparhose primary purpose is to hold interests inrgy#ased businesses. PG&E Corporation condictsuginess
principally through Pacific Gas and Electric Comp#tuUtility”), a public utility operating in northern and cent@allifornia. The Utility engages in the businesst
electricity and natural gas distribution; electsigeneration, procurement, and transmission; atdral gas procurement, transportation, and storage Utility is
primarily regulated by the California Public Utiis Commission (“CPUC") and the Federal Energy Regry Commission (“FERC").

This Quarterly Report on Form 10sCaicombined report of PG&E Corporation and théditylti Therefore, the Notes to the unaudited Corseen
Consolidated Financial Statements apply to both E@®rporation and the Utility. PG&E Corporatio@sendensed Consolidated Financial Statements in¢chele
accounts of PG&E Corporation, the Utility, and atimholly owned and controlled subsidiaries. Thdityts Condensed Consolidated Financial Statemiemaiside
its accounts and those of its wholly owned and radietd subsidiaries and variable interest entittesvhich it is subject to a majority of the riskloss or gain. All
intercompany transactions have been eliminated ff@Condensed Consolidated Financial Statements.

The accompanying unaudited Condefs®tsolidated Financial Statements have been mdparaccordance with accounting principles gemheealceptec
in the United States of America (“GAAP”) for interifinancial information and in accordance with thstructions to Form 10-Q and Rule 10-01 of RedoitaS-X
promulgated by the Securities and Exchange Comomg86EC”) and do not contain all of the informatiand footnotes required by GAAP and the SEC fowuah
financial statements. The information at Decen#ier2007 in both PG&E Corporation and the Utilitg¢sndensed Consolidated Balance Sheets includidsin
quarterly report was derived from the audited Ctidated Balance Sheets incorporated by referertoetfieir combined Annual Report on Form 10-K foz tear
ended December 31, 2007. PG&E Corporation antlthiey’s combined Annual Report on Form 10-K fdret year ended December 31, 2007, together with the
information incorporated by reference into suctoréps referred to in this Quarterly Report onfdk0-Q as the “2007 Annual Report.”

Except for the new and significaot@unting policies described in Note 2 below, tbecainting policies used by PG&E Corporation anduhibty are
discussed in Notes 1 and 2 of the Notes to the @iola¢ed Financial Statements in the 2007 AnnugldRie

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions. These estimates and
assumptions affect the reported amounts of revemxgenses, assets and liabilities, the discloscentingencies, and include, but are not limigdestimates and
assumptions used in determining the Utility's ratprdy asset and liability balances based on préibabssessments of regulatory recovery, revenaesegl but not
yet billed, the remaining disputed claims made legteicity suppliers in the Utility’s proceeding der Chapter 11 of the U.S. Bankruptcy Code (“Disgutlaims”)
and customer refunds, asset retirement obliga{ftxiRO”), allowance for doubtful accounts receivahpeovisions for losses that are deemed probable fr
environmental remediation liabilities, pension atlder employee benefit plan liabilities, severaocests, accounting for derivatives under StateméRtrancial
Accounting Standards (“SFAS”) No. 133 “Accountirgg Derivative Instruments and Hedging Activitie$SFAS No. 133"), fair value measurements under SFAS
No. 157“Fair Value Measurements” (“SFAS No. 157”), incomag-related assets and liabilities, and accrualéefgal matters. In addition, the Utility usesiesttes
and assumptions when it reviews long-lived assedscartain identifiable intangibles that are held ased in operations for impairment. (A reviewriggered
whenever events or changes in circumstances imdibat the carrying amount of these assets might@oecoverable.) A change in management's estinoa
assumptions could have a material impact on PG&i@ation and the Utility's financial condition arekults of operations during the period in whiohtschange
occurred. As these estimates and assumptionsvieyatigments on a wide range of factors, includirtgre regulatory decisions and economic condititias are
difficult to predict, actual results may differ frothese estimates. PG&E Corporation and the Ysli€ondensed Consolidated Financial Statemerecteil
adjustments management believes are necessahgeféait presentation of their financial conditiamdaresults of operations for the periods presentetkrim period
results of operations are not necessarily indieadifithe results of operations for the full year.

This quarterly report should be readonjunction with PG&E Corporation and the Uils Consolidated Financial Statements and Notéseto
Consolidated Financial Statements in the 2007 AhRegort.
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NOTE 2: NEW AND SIGNIFICANT ACCOUNTING POLICIES
Fair Value Measurements

On January 1, 2008, PG&E Corporation and the Ytddopted the provisions of SFAS No. 157, whichirdeSf fair value, establishes criteria when
measuring fair value, and expands disclosures dhoutalue measurements. SFAS No. 157 defines/édue as “the price that would be received tbaelasset or
paid to transfer a liability in an orderly transaotbetween market participants at the measuredsst" or the “exit price.” Accordingly, an entityust now
determine the fair value of an asset or liabiliasbéd on the assumptions that market participantsdwse in pricing the asset or liability, not teas the reporting
entity itself. The identification of market paipant assumptions provides a basis for determinihgt inputs are to be used for pricing each agset o
liability. Additionally, SFAS No. 157 establishadair value hierarchy which gives precedence iovi@ue measurements calculated using observaplgs to thos
using unobservable inputs. SFAS No. 157 requingities to disclose financial fair-valued instrurteaccording to the hierarchy in each reportingagueafter
implementation.

As a result of the adoption of SFAS No. 157, PG&tgoration and the Utility recorded, on Januarg2dQ8, a $48 million increase to price risk
management assets (Current Assets — Prepaid ExpandeOther and Noncurrent Assets - Other) andategy liabilities (Current Liabilities ©ther and Noncurre
Liabilities — Other) associated with the valuatafriCongestion Revenue Rights (“CRRsAdditionally, PG&E Corporation recorded a $6 milliincrease to Curre
Liabilities - Other and Noncurrent Liabilities - I@&r associated with the valuations of dividendipigtion rights, which impacted earnings.

See Note 8 for further discussion and the impatiteédinancial statements of implementation of SA¥® 157 and fair value measurements.
Fair Value Option

On January 1, 2008, PG&E Corporation and the Ytidopted the provisions of SFAS No. 159, “The Kailue Option for Financial Assets and Financial
Liabilities” (“SFAS No. 159”). SFAS No. 159 estédiles a fair value option under which entities ebatt to report certain financial assets and ligdd at fair value
with changes in fair value recognized in earninB&&E Corporation and the Utility did not elect tiaér value option for any assets or liabilitidsetefore the
adoption of SFAS No. 159 did not impact the ConddrSonsolidated Financial Statements.

Amendment of FASB Interpretation No. 39

On January 1, 2008, PG&E Corporation and the Ytddlopted the provisions of Financial Accountingrisiards Board (“FASB”) Staff Position on
Interpretation 39, “Amendment of FASB Interpretatido. 39” (“FIN 39-1"). Under FIN 39-1, a reporgjrentity is permitted to offset the fair value amtsu
recognized for cash collateral paid or cash coidtesceived against the fair value amounts recghfor derivative instruments executed with thmesaounterpart
under a master netting arrangement. The proviibR$N 39-1 are applied retrospectively. Therefdhe impact of FIN 39-1 on PG&E Corporation amel t
Utility’s Consolidated Balance Sheets as of Decandde 2007 reflect a $65 million reclassificatiohcash collateral from Other Current Assets to @Risk
Management Instruments. In addition, PG&E Corporaéind the Utility’s Condensed Consolidated BaldBleeets reflect a $155 million classification o$lta
collateral within Price Risk Management InstrumeaitMarch 31, 2008. See Note 7 for further discussio-IN 39-1.

Share-Based Compensation

PG&E Corporation and the Utility account for shéesed compensation awards in accordance with thespns of SFAS No. 123R, “Share-Based
Payment” (“SFAS No. 123R”), using the modified gestive application method, which requires that pensation cost be recognized for all share-basyheat
awards, including unvested stock options, basetthegrant date fair value. SFAS No. 123R requinas an estimate of future forfeitures be madetaat
compensation cost be recognized only for shareebpagment awards that are expected to vest.

PG&E Corporation and the Utility use an estimatedusl forfeiture rate of 2.5%, based on historidéiture rates, for purposes of determining

compensation expense for shbeesed incentive awards. The following table presid summary of total compensation expense (redfutdicompensation expen:
for PG&E Corporation (consolidated) and the Utilisgand-alone) for share-based incentive awardghtothree months ended March 31, 2008 and 2007:
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PG&E Corporation Utility

Three Months Ended Three Months Ended
March 31, March 31,
(in millions) 2008 2007 2008 2007
Stock options $ 1 3 2 3 1 3 1
Restricted stoc 9 8 5 5
Performance shares (4) (6) (3) (5)
Total compensation expense (pre-tax) $ 6 $ 4 3 3 $ 1
Total compensation expense (after-tax) $ 4 3 2 $ 2 $ 1

Pension and Other Postretirement Benefits

PG&E Corporation and the Utility pide a non-contributory defined benefit pensiomfiar certain employees and retirees (referredtiectively as
“pension benefits”), contributory postretirementdizal plans for certain employees and retireesthai eligible dependents, and non-contributorytyasement
life insurance plans for certain employees andees (referred to collectively as “other benefitsPG&E Corporation and the Utility use a Decentiier
measurement date for all of their plans and uséigylguoted market values and independent priseryices depending on the nature of the assetspaged by
the trustee, to determine the fair value of th@plssets. To determine each plan’s projected heiifgation, PG&E Corporation and the Utility uBecember 31
measurement date actuarial assumptions, as detathinan independent party.

Net periodic benefit cost as refecin PG&E Corporation's Condensed Consolidateté®ints of Income for the three months ended Mat¢t2008 and
2007 are as follows:

Pension Benefits Other Benefits
Three Months Ended Three Months Ended
March 31, March 31,

(in millions) 2008 2007 2008 2007
Service cost for benefits earn $ 59 $ 59 $ 7 $ 7
Interest cos 144 13t 20 20
Expected return on plan ass (A75) 77 (24) (24)
Amortization of transition obligatiof’ - - 7 6
Amortization of prior service co§Y 12 12 4 4
Amortization of unrecognized (gain) lo$s - - (4) (3

Net periodic benefit cost $ 40 $ 29 % 10 $ 10

®1n 2007, under SFAS No.158, “Employers’ AccountfogDefined Benefit Pension and Other Postretiremidans, an amendment of FASB Statements No. 7,
88, 106, and 132(R)” (“SFAS No. 158RG&E Corporation and the Utility recorded amoumdated to other benefits in other comprehensiverirg;, net of relate
deferred taxes, except for a portion recordedragalatory liability in accordance with SFAS No., 7Accounting for the Effects of Certain Types oéduilation,”

as amended (“SFAS No. 71"). Other comprehensivermealso does not include amortization of the artorelated to the defined benefit pension planciviaire
recorded as a reduction to the existing pensioulaggry liability in accordance with the provisioosSFAS No. 71

There was no material difference between the ¥tliand PG&E Corporation's consolidated net pecibenefit costs.
Accounting Pronouncements Issued But Not Yet Adopte
Disclosures about Derivative I nstruments and Hedging Activities - an amendment of FASB Statement No. 133
In March 2008, the FASB issued SFAS No. 161 “Disales about Derivative Instruments and Hedgingvits, an amendment of SFAS No.
133,” (“SFAS No. 161"). SFAS No. 161 amends angdads the disclosure requirements of SFAS No. ¥88entity is required to provide qualitative disslires
about objectives and strategies for using derieatiguantitative disclosures on fair value amoohtnd gains and losses on derivative instrumemis,disclosures

relating to credit-risk-related contingent featuireslerivative agreements. SFAS No. 161 is efiectirospectively for fiscal years beginning aftevidmber 15,
2008. PG&E Corporation and the Utility are curhgrivaluating the impact of SFAS No. 161.
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NOTE 3: REGULATORY ASSETS, LIABILITIES, AND BALANCI NG ACCOUNTS

PG&E Corporation and the Utility account for thedncial effects of regulation in accordance witASHNo. 71. SFAS No. 71 applies to regulated eiti
whose rates are designed to recover the cost oiding service. SFAS No. 71 applies to all of thidity’s operations.

Under SFAS No. 71, incurred costs that would otlesvee charged to expense may be capitalized @odded as regulatory assets if it is probable tthet
incurred costs will be recovered in future rat&he regulatory assets are amortized over futuregeiconsistent with the inclusion of costs in auitted customer
rates. If costs that a regulated enterprise eggedncur in the future are currently being reaedgethrough rates, SFAS No. 71 requires that thalated enterprise
record those expected future costs as regulat@bpylities. In addition, amounts that are probaiflbeing credited or refunded to customers in thiare must be
recorded as regulatory liabilities.

To the extent that portions of the Utility’s opeoats cease to be subject to SFAS No. 71, or regasaro longer probable as a result of changes in
regulation or other reasons, the related regulaesgts and liabilities are written off.

Regulatory Assets

Long-term regulatory assets are comprised of theving:

Balance At

March 31, December 31

(in millions) 2008 2007
Energy recovery bond regulatory as $ 1,74¢ $ 1,83:
Utility retained generation regulatory ass 92¢ 947
Regulatory assets for deferred income 752 732
Environmental compliance cos 333 32¢
Unamortized loss, net of gain, on reacquired 26€ 26¢
Regulatory assets associated with plan of reorgéniz 112 122
Contract termination cos 93 96
Scheduling coordinator cos 78 90
Other 38 42
Total regulatory assets $ 4,34¢ % 4,45¢

The energy recovery bond (“ERB”) regulatory asseresents the refinancing of the settlement regujlatsset established under the December 19, 2003
settlement agreement among PG&E Corporation, tilgyand the CPUC to resolve the Utility’s procieg under Chapter 11 of the U.S. Bankruptcy Cdlde (
“Chapter 11 Settlement Agreement”). During thee¢hmonths ended March 31, 2008, the Utility recomtadrtization of the ERB regulatory asset of appnately
$84 million. The Utility expects to fully recovéhis asset by the end of 2012.

As a result of the Chapter 11 Settlement AgreentkatUtility recognized a one-time non-cash gai$bP billion related to the recovery of the Usilg
retained generation regulatory assets in 2004. ifidieidual components of these regulatory asset@mortized over their respective lives, with agheed average
life of approximately 16 years. During the threenths ended March 31, 2008, the Utility recorded ’izetion of the Utility’s retained generation réguory assets
of approximately $19 million.

The regulatory assets for deferred income tax sgpriedeferred income tax benefits passed throughdtmmers and are offset by deferred income tax
liabilities. Tax benefits to customers have beasspd through as the CPUC requires utilities uitsl@urisdiction to follow the “flow-through” methibof passing
certain tax benefits to customers. The “flow-tigbtimethod ignores the effect of deferred taxesates. Based on current regulatory ratemakingimeame tax
laws, the Utility expects to recover deferred ineotaxes related to regulatory assets over peramgmg from 1 to 45 years.

Environmental compliance costs represent the podfeestimated environmental remediation liabititteat the Utility expects to recover in futureesags
actual remediation costs are incurred. The Utditpects to recover these costs over periods rgrighm 1 to 30 years.
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Unamortized loss, net of gain, on reacquired deptasents costs related to debt reacquired ormeztkerior to maturity with associated discount dabt
issuance costs. These costs are expected todeered over the remaining original amortizationigpe:iof the reacquired debt over periods rangingftoto 18
years.

Regulatory assets associated with the Utility’s @@aa11 Settlement Agreement include costs incumdihancing the Utility’s reorganization under
Chapter 11 and costs to oversee the environmemtaneement projects of the Pacific Forest and \Whget Stewardship Council, an entity that was eistadd
pursuant to the Utility’s plan of reorganizatiomhe Utility expects to recover these costs oveiopisrranging from 5 to 30 years.

Contract termination costs represent amounts kieattility incurred in terminating a 30-year powmrchase agreement. This regulatory asset will be
amortized and collected in rates on a straightitiasis until the end of September 2014, the poweshase agreement’s original termination date.

The regulatory asset related to scheduling cootdin(&SC”) costs represents costs that the Utilitgurred beginning in 1998 in its capacity as anf&Gts
then existing wholesale transmission customerse Utility expects to fully recover the SC coststbg fourth quarter of 2009.

Finally “Other” is primarily related to timing diéfrences between the recognition of ARO in accorelavith GAAP and the amounts recognized for
ratemaking purposes.

In general, the Utility does not earn a return egulatory assets where the related costs do not@atterest. Accordingly, the Utility earns auret only or
the Utility’s retained generation regulatory assetsamortized loss, net of gain, on reacquired,deid regulatory assets associated with the plaeasfianization.

Current Regulatory Assets

At March 31, 2008 and December 31, 2007, the Mtilad current regulatory assets of approximatefy8lion and $131 million, respectively, consigfin
primarily of price risk management regulatory asseith terms of less than one year. Price riskagament regulatory assets relate to contractsomupe electricit
and natural gas designed to reduce commodity pisks that are accounted for as derivatives un&&SSNo. 133. The costs and proceeds of theseaterév
instruments are recovered or refunded through agedlrates. Current regulatory assets are includBdepaid Expenses and Other in the Condenseddlidated
Balance Sheets.
Regulatory Liabilities

Long-term regulatory liabilities are comprised loé tfollowing:

Balance At

March 31, December 31

(in millions) 2008 2007
Cost of removal obligatio $ 2,62¢ $ 2,56¢
Employee benefit plar 59¢ 57¢&
Asset retirement cos 497 573
Price risk manageme 314 124
Public purpose progran 27€ 264
California Solar Initiative 181 15¢
Other 16¢ 182
Total regulatory liabilities $ 4,66 $ 4,44¢

Cost of removal liabilities represent revenuesemiéid for asset removal costs that the Utility expéo incur in the future.

Employee benefit plan expenses represent the ctineitiifferences between amounts recognized inrdecece with GAAP and amounts recognized for
ratemaking purposes, which also includes amouatsattnerwise would be fully recorded to accumulaiteer comprehensive income in accordance with SNAS
158. (See Note 2 and the 2007 Annual Report fdhén discussion.) These balances will be chaagginst expense to the extent that future expenaeEed
amounts recoverable for regulatory purposes.

Asset retirement costs represent timing differerega/ieen the recognition of ARO in accordance @HAP and the amounts recognized for ratemaking
purposes.
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Price risk management regulatory lialgtrelate to contracts to procure electricity aatiral gas with terms in excess of one year dedigmeeduce
commodity price risks that are accounted for asvd#ve instruments under SFAS No. 133. Changehkerfair value of derivative instruments are defdrand
recorded in regulatory accounts because they aoveeed or refunded through regulated rates.

Public purpose program liabilities represent rewsngdesignated for public purpose programs costatkaexpected to be incurred in the future.

California Solar Initiative liabilities represergwenues designated for costs to promote the uselaf energy in residential homes, and commercial,
industrial, and agricultural properties that arpented to be incurred in the future.

Finally “Other” is primarily related to amounts egeed from insurance companies to pay for hazardabstance remediation costs and future customer
benefits associated with the Gateway Generatingo8té'Gateway”). The liability for hazardous st@sce insurance recoveries is refunded to custoaseas
reduction to rates until they are fully reimburdedtotal covered hazardous substance costs tagtitave paid to date. Gateway was acquired a®parsettlement
with Mirant Corporation and the associated liapilitill be amortized over 30 years beginning in JayR009 when it is anticipated to be placed iwiser

Current Regulatory Liabilities

As of March 31, 2008, the Utility had current redatg liabilities of approximately $823 million, ceisting primarily of price risk management regutgto
liabilities with terms of less than one year, amdpent program funds returned by the Californiarfjn€ommission that will be refunded to customeks. of
December 31, 2007, the Utility had current regulatibilities of approximately $280 million, primity consisting of the current portion of electtransmission
wheeling revenue refunds and amounts that thetyJ&hkpects to refund to customers for over-colldekectric transmission rates. Current regulaliatyilities are
included in Current Liabilities - Other in the Cam$ed Consolidated Balance Sheets.

Regulatory Balancing Accounts

The Utility uses regulatory balancing accounts ageahanism to recover amounts incurred for cedasts, primarily commodity costs. Sales balancing
accounts accumulate differences between revenuktharutility's authorized revenue requirementsstalancing accounts accumulate differences legtwe
incurred costs and authorized revenue requiremdrits. Utility also can obtain CPUC approval fordrading account treatment of variances between dsted and
actual commodity costs and volumes. This apprelmlinates the earnings impact from any revenu@wuaes from adopted forecast levels. Under-cabiestthat
are probable of recovery through regulated ratesegorded as regulatory balancing account as&etsrcollections that are probable of being creditedustomer:
are recorded as regulatory balancing account iisil

The Utility's current regulatory balancing accousatsumulate balances until they are refunded teagived from the Utility's customers through auitrex
rate adjustments within the next 12 months. Reguoleébalancing accounts that the Utility does nqgdext to collect or refund in the next 12 monthesiacluded in
Other Noncurrent Assets — Regulatory Assets anc:bioent Liabilities — Regulatory Liabilities. TI@&EPUC does not allow the Utility to offset regulatdralancing
account assets against regulatory balancing actiabiiities.

Current Regulatory Balancing Account Assets

Balance At
March 31, December 31
(in millions) 2008 2007
Electricity revenue and cost balancing accol $ 1,12¢ % 67&
Natural gas revenue and cost balancing accc 50 93
Total $ 1,17¢  $ 771

Current Regulatory Balancing Account Liabilities
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Balance At

March 31, December 31

(in millions) 2008 2007
Electricity revenue and cost balancing accol $ 554 $ 61€
Natural gas revenue and cost balancing accc 18C 55
Total $ 734 $ 6732

During the three months ended March 31, 2@@8under-collection in the Utility's electricitgwrenue and cost balancing account assets incréased
December 31, 2007. This change is primarily duleigher than forecasted procurement costs asult cédghe Utility purchasing higher cost replacethpower
during the scheduled outage at the Diablo Canyatean facility and termination of the contract beem the California Department of Water ResourcBS\(R")
and Calpine Corporation, which significantly redditee volume of power provided by the DWR. Additdly, seasonal demand changes due to lower electage
have increased this under-collection. The Utiixpects this under-collection to decrease throuiglitianal revenue requirements authorized by the&CRnd
increased electric usage during the summer months.

During the three months ended March 31, 2008, #ee-collection in the Ultility’s natural gas revenaied cost balancing account liabilities increagechf
December 31, 2007 mainly due to the increase isuwmer demand for natural gas during the winter lmnT his is consistent with seasonal demand clwiagel
the over-collection is expected to decrease duhiegsummer months when gas usage declines.

NOTE 4: DEBT
PG&E Corporation
Convertible Subordinated Notes

At March 31, 2008, PG&E Corporation had outstandipgroximately $280 million of 9.50% Convertibletudinated Notes that are scheduled to mature
on June 30, 2010. Interest is payable senmually in arrears on June 30 and December 3gsé& @onvertible Subordinated Notes may be convéatettie option ¢
the holder) at any time prior to maturity into 1885059 shares of PG&E Corporation common stoc,anversion price of $15.09 per share. The caimerprice
is subject to adjustment for significant changethamnumber of outstanding shares of PG&E Corpmm&icommon stock. In addition, holders of the @Gatible
Subordinated Notes are entitled to receive “passdth dividends” determined by multiplying the cak¥idend paid by PG&E Corporation per share of own
stock by a number equal to the principal amournhefConvertible Subordinated Notes divided by tieversion price. On January 15, 2008 and April2(8)8,
PG&E Corporation paid a total of approximately $alion of “pass-through dividends.”

In accordance with SFAS No. 133, the dividend paodtion rights of the Convertible Subordinated @ésoare considered to be embedded derivative
instruments and, therefore, must be bifurcated fileenConvertible Subordinated Notes and recordégiratalue in PG&E Corporation's Condensed Conlsoéd
Financial Statements. Dividend participation righte recognized as operating cash flows in PG&Bp@ation’s Condensed Consolidated Statements sifi Ca
Flows. Changes in the fair value are recognizedlG&E Corporation's Condensed Consolidated Statenoérincome as a non-operating expense or incame (
Other Income, Net). At March 31, 2008, the totireated fair value of the dividend participatigghts, on a pre-tax basis, was approximately $8Bamj of which
$27 million was classified as a current liabilitg Current Liabilities - Other) and $36 million wakssified as a noncurrent liability (in Noncuitrérabilities -
Other) in the accompanying Condensed ConsolidatddnBe Sheets. At December 31, 2007, the totahatgd fair value of the dividend participationhig, on a
pre-tax basis, was approximately $62 million, ofieh$25 million was classified as a current liilfin Current Liabilities -Other) and $37 million was classified
a noncurrent liability (in Noncurrent LiabilitiesOther) in the accompanying Consolidated Balanaegh The discount factor used to value thesésrighs
adjusted on January 1, 2008 in order to comply wighprovisions of SFAS No. 157, resulting in an§iflion increase in value, of which approximately fillion
was classified as a current liability (in Currematiilities - Other) and $5 million was classifiesl@noncurrent liability (in Noncurrent LiabilitiesOther) in the
accompanying Condensed Consolidated Balance Sh&xe. Note 8 for further discussion of the implatagon of SFAS No. 157.)

Utility
Statutory Liens

In the ordinary course of the Utility’s construgctiactivities, contractors who work on and providatenials to projects may have certain statutonyslien
such projects, which are released as constructiogr@sses and payments are made for their workatenals.

Senior Notes

On March 3, 2008, the Utility issued $200 milliprincipal amount of 5.625% Senior Notes due on awer 30,
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2017, which increased the amount of the 5.625%dB&otes issued on December 4, 2007, to $700 millidhe Utility received proceeds of approximatgip2
million from the offering, including a $3 millionrpmium and net of $1 million in issuance costsaddition, the Utility received approximately $3liioin relating tc
accrued interest (the interest that has accumutates the original issuance). Also on March 3&Qahe Utility issued $400 million principal amduof 6.35%
Senior Notes due on February 15, 2038. The Utiligeived proceeds of approximately $396 millianirthe offering, net of a $1 million discount argirillion in
issuance costs. The proceeds from the sale dfineh 3, 2008 Senior Notes offering were used tayeptstanding commercial paper, for working cdpita
purposes, and to fund capital expenditures.

At March 31, 2008, there were $6.9 billion of Serimtes outstanding.
Pollution Control Bonds

The California Pollution Control Financing Authgriand the California Infrastructure and Economiw@&epment Bank issued various series of tax-exempt
pollution control bonds for the benefit of the Wil

In 2005, the Utility purchased financial guarantgiurance policies to insure the regularly schedpdaanents on $454 million of pollution control bend
series 2005 A-G (“PC2005 bonds”) issued by thef@atia Infrastructure and Economic Development Bahiterest rates on these bonds were set at austiery 7
or 35 days. In January 2008, the insurer’s cradihg was downgraded and/or put on review for ipdsslowngrade by several credit agencies. Thigdidition to
credit issues which impacted the auction rate markesulted in increases in interest rates foP82005 bonds. To eliminate this interest ratettie Utility
repurchased $300 million of the PC2005 bonds indd&008 and the remaining $154 million in April 300The repurchased bonds are held in treasuryipgnd
resale of the bonds when market conditions improve.

At March 31, 2008, there were $1.3 billion of pditen control bonds outstanding (excluding the PG266nds that were repurchased in March 2008).
Working Capital Facility

At March 31, 2008, there were approximately $22Diomi of letters of credit and no borrowings outsiing under the Utility’s $2.0 billion working cagpl
facility.

Commercial Paper Program

At March 31, 2008, the Utility had $73 million obmmercial paper outstanding at an average yielppfoximately 3.36%.
Energy Recovery Bonds

In furtherance of the Chapter 11 Settlement AgregniRG&E Energy Recovery Funding LLC (“PERF"), aali owned consolidated subsidiary of the
Utility, issued two separate series of ERBs indbggregate amount of $2.7 billion in 2005. The peats of the ERBs were used by PERF to purchasetfrerdltility
the right, known as "recovery property," to be paispecified amount from a dedicated rate componEné total amount of ERB principal outstandingsv$d.9

billion at March 31, 2008.

While PERF is a wholly owned subsidiary of the Iitilit is legally separate from the Utility. Thessets (including the recovery property) of PERFrent
available to creditors of the Utility or PG&E Comation, and the recovery property is not legallyaaset of the Utility or PG&E Corporation.

NOTE 5: SHAREHOLDERS' EQUITY

PG&E Corporation's and the Utilitglsanges in shareholders' equity for the three hsoabded March 31, 2008, were as follows:

PG&E

Corporation Utility

Total Common Total
Shareholders' Shareholders'

(in millions) Equity Equity
Balance at December 31, 20C $ 855: $ 9,12¢
Net income 224 23€
Common stock issue 39 -
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Shar-based compensation amortizat 10 -
(142)

Common stock dividends declared and -

Common stock dividends declared but not yet | (139 -
Preferred stock dividenc - ?3)
Tax benefit from sha-based payment awar 4 2
Other comprehensive incor 2 2
Equity infusion - 50
Balance at March 31, 200¢ $ 8,69 $ 9,27(

On February 25, 2008, PG&E Corporation contribwgqdity of $50 million to the Utility in order to nrdain the 52% common equity target authorized by
the CPUC and to ensure that the Utility has adegcapital to fund its capital expenditures.

Dividends

During the three months ended M&th2008, the Utility paid common stock dividendgating $153 million, including $142 million of camon stock
dividends paid to PG&E Corporation and $11 millafrcommon stock dividends paid to PG&E Holdings@,la wholly owned subsidiary of the Utility.

On January 15, 2008, PG&E Corporation paid comntocksdividends of $0.36 per share, totaling $13Mfiom, including $9 million of common stock
dividends paid to EIm Power Corporation, a wholyned subsidiary of PG&E Corporation. On April 1908, PG&E Corporation paid common stock dividenfds o
$0.39 per share, an increase of $0.03 per sharalw@revious level of $0.36 per share, totalitg@million, including $10 million paid to EIm Pow€orporation.

On February 15, 2008, the Utility paid cash divideto holders of various series of preferred stndke aggregate amount of $3 million. On Febr2dy
2008, the Board of Directors of the Utility decldrividends on all outstanding series of its preféistock. The dividends, totaling $4 million, aayable on May
15, 2008, to shareholders of record on April 3M&0

NOTE 6: EARNINGS PER COMMON SHARE

Earnings per common share (“EPS®alculated utilizing the “two-class” method, byiding the sum of distributed earnings to commbargholders and
undistributed earnings allocated to common shadehslby the weighted average number of common slartstanding during the period. In applying tived-
class” method, undistributed earnings are alloctddzbth common shares and participating securitRS&E Corporation's Convertible Subordinated Natee
entitled to receive pass-through dividends and rtieetriteria of a participating security. All P&&Corporation's participating securities particgpah a 1:1 basis
with shares of common stock.

PG&E Corporation applies the tregsstock method of reflecting the dilutive effectmftstanding stock-based compensation in the clonl of diluted
EPS in accordance with SFAS No. 128 “Earnings Per& (“SFAS No. 128”). Under SFAS No. 128, theqeeds from the exercise of options and warramts ar
assumed to be used to purchase shares of comnuknadtihe average market price during the repgrtetbd. The incremental shares (the differenceveen the
number of shares assumed issued upon exercisbamdmber of shares assumed purchased) must beéalcin the number of weighted average sharesrofram
stock used for the calculation of diluted EPS.

The following is a reconciliation BG&E Corporation's net income and weighted avesigees of common stock outstanding for calculabiagjc and
diluted net income per share:

Three Months Ended

March 31,
(in millions, except share amounts 2008 2007
Net income $ 224 $ 25€
Less: distributed earnings to common shareholders 13¢ 12€
Undistributed earnings $ 85 $ 13C
Common shareholders earning:
Basic
Distributed earnings to common shareholc $ 13¢ 3 12¢€
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Undistributed earnings allocated to common shadshsl 81 123

Total common shareholders earnings, basi $ 22C % 24¢
Diluted

Distributed earnings to common shareholc $ 13¢ 3 12¢€
Undistributed earnings allocated to common shadshsl 81 123
Total common shareholders earnings, dilutet $ 22C % 24¢
Weighted average common shares outstanding, bas 355 34¢
9.50% Convertible Subordinated Notes 19 19
Weighted average common shares outstanding andipating securities, basic 374 36¢&
Weighted average common shares outstanding, 35E 34¢
Employee sha-based compensatic 1 2
Weighted average common shares outstanding, dilute 35€ 351
9.50% Convertible Subordinated Notes 19 19
Weighted average common shares outstanding andipating securities, diluted 37E 37C
Net earnings per common share, bas

Distributed earnings, basit $ 03¢ $ 0.3€
Undistributed earnings, basic 0.23 0.35
Total $ 06z $ 0.71
Net earnings per common share, dilutet

Distributed earnings, dilute $ 03¢ $ 0.3€
Undistributed earnings, dilute 0.2¢ 0.3t
Total $ 06z $ 0.71

@ pistributed earnings, basic may differ from actp@t share amounts paid as dividends, as the EPSutation under GAAP requires the use of the weidhte
average, rather than the actual number of, shaitstamding

Options to purchase 7,285 shard¥@%.E Corporation common stock were excluded frommabmputation of diluted EPS for the three montidee
March 31, 2008 and 2007 because the exercise mithese options were greater than the averageenprice of PG&E Corporation common stock duringst
periods.

PG&E Corporation reflects the prederdividends of subsidiaries as other expensedoputation of both basic and diluted EPS.
NOTE 7: DERIVATIVES AND HEDGING ACTIVITIES

The Utility enters into contracts to procure el@ity, natural gas, nuclear fuel, and firm eledtyicransmission rights (“FTRs”). Some of thesatracts
meet the definition of derivative instruments un86AS No. 133. All derivative instruments, inclagiinstruments designated as cash flow hedgeseeneded at
fair value and presented as price risk managenssetsiand liabilities on the balance sheet (séde teow). Changes in the fair value of derivaiivetruments are
deferred and recorded in regulatory accounts bectey are expected to be recovered or refundedghrregulated rates. Under the same regulataguating
treatment, changes in the fair value of cash fleddes are also recorded in regulatory accountsrétan being deferred in accumulated other cohgmsive
income.

In PG&E Corporation’s and the Utility's Condensesh€olidated Balance Sheets, price risk managenssetsaaand liabilities associated with the Utility’s
electricity and gas procurement activities are gmésd on a net basis by counterparty as the righffget exists. As PG&E Corporation and the Uilitdopted the
provisions of FIN 39-1 on January 1, 2008, theb@dances include outstanding cash collateral agtamtivith derivative positions. (See Note 2 facdssion of the
adoption of FIN 39-1.) The table below presenésribt asset or liability balances, as describedebo

Derivatives
March 31, 2008 December 31
(in millions) “) 2007®@
Current Asset- Prepaid expenses and otl $ 25¢ $ 55
Other Noncurrent Asse— Other 26C 171
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Current Liabilities— Other 16 67
Noncurrent Liabilities— Other 21 20

@ Balances include the impact of cash collaterakitpadance with the requirements of FIN 39-1 of @Gillion decrease to Current Ass€epaid expenses a
other, a $54 million decrease to Other Noncurresged—Other, and a $1 million increase to Noncurrent Ligds—Other.

@ Balances include the impact of cash collateraktitoedance with the requirements of FIN 39-1 of arfion increase to Current Assets-Prepaid expeasel
other, a $46 million increase to Other Noncurresséts—Other, and a $16 million decrease to Cukiabtlities—Other. These collateral amounts haverbe
reclassified from Current Ass—Prepaid expenses as was presented in the 2007 FRepart.

Derivative instruments may be designated as cashlibedges when they hedge variable price risk &stsacwith the purchase of commodities. Cash flow
hedges are presented on a net basis by counterparg/table below represents the portion of thiévdgve balances that were designated as cashtedges:

Cash Flow Hedge:

March 31, December 31
(in millions) 2008 2007®@
Current Asset— Prepaid expenses and ot $ 57 % 2 )
Other Noncurrent Asse— Other 50 42
Current Liabilities— Other 2 @ 12
Noncurrent Liabilities— Other - 3

@ Balances include the impact of cash collaterakitnadance with the requirements of FIN 39-1 of 4 #illion decrease to Current Assets-Prepaid exgens
and other and a $9 million decrease to Other NoratiAsset-Other.

@ Balances include the impact of cash collaterakitnadance with the requirements of FIN 39-1 of a#ion increase to Other Noncurrent Assets-Otired a
$7 million decrease to Current Liabilities-OtheheBe collateral amounts have been reclassified @ament Assets—Prepaid expenses as was presarttesl i
2007 Annual Repor

® $2 million of the cash flow hedges in a liabilitpgition at December 31, 2007 relate to countemaftir which the total net derivatives positiomisurrent
asset

® $2 million of the cash flow hedges in an assettmmsiat March 31, 2008 relate to counterpartiesafbich the total net derivatives position is a caotréability.

As of March 31, 2008, PG&E Corporation and the Htiiad cash flow hedges with expiration dates thhoDecember 2012 for energy contract derivative
instruments.

The Utility also has derivative instruments for fitgysical delivery of commodities transacted inrbemal course of business as well as financial asset
that are not exchange-traded. These derivatiteuments are eligible for the normal purchase atelssand non-exchange traded contract excepticher BFAS
No. 133, and are not reflected in the Condensed@imtated Balance Sheets. They are recorded aodmezed in income using accrual accounting. Tioeee
these expenses are recognized in cost of elegtanit cost of natural gas as incurred.

Net realized gains or losses on derivative instmisiare included in various items of PG&E Corpara and the Utility's Condensed Consolidated
Statements of Income, including cost of electrieity cost of natural gas. Cash inflows and ouflassociated with the settlement of price risk rgangent
activities are recognized in operating cash flow&&E Corporation’s and the Utility’s Condensedh€alidated Statements of Cash Flows.

The dividend participation rights component of PG&E&rporations Convertible Subordinated Notes, considered ta therivative instrument, is recordec
fair value in PG&E Corporation’s Condensed Consikd Financial Statements in accordance with SFASIR3. (See Note 4 for discussion of the Conblerti
Subordinated Notes.)

NOTE 8: FAIR VALUE MEASUREMENTS
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On January 1, 2008, PG&E Corporation and the Ytidopted the provisions of SFAS No. 157, whichirdeSf fair value measurements and implements a
hierarchical disclosure requirement. SFAS No. d&férred the disclosure of the hierarchy for cartain-financial instruments to fiscal years begigréfter
November 15, 200¢

SFAS No. 157 defines fair value as “the price thatild be received to sell an asset or paid to fearssliability in an orderly transaction betweeanket
participants at the measurement date,” or the ‘f@xie.” Accordingly, an entity must now determihe fair value of an asset or liability based om dssumptions
that market participants would use in pricing tesed or liability, not those of the reporting entiself. The identification of market participaassumptions provide
a basis for determining what inputs are to be disedricing each asset or liability. AdditionallgFAS No. 157 establishes a fair value hierarchichvbives
precedence to fair value measurements calculatad abservable inputs to those using unobservalplets. Accordingly, the following levels were ddished for
each input:

Level 1: “Inputs that are quoted prices (unadjusted)citiva markets for identical assets or liabilitibattthe reporting entity has the ability to accasthe
measurement date.”

Level 2: “Inputs other than quoted prices included in &lels that are observable for the asset or liabiétther directly or indirectly.”

Level 3: “Unobservable inputs for the asset or liabilitythese are inputs for which there is no markeéa@vailable, or observable inputs that are adjuste
using Level 3 assumptions.

SFAS No. 157 is applied prospectively with limitexteptions. One such exception relates to SFASLEG's nullification of a portion of Emerging Issues
Task Force No. 02-3, “Issues Involved in AccountiogDerivative Contracts Held for Trading Purposesl Contracts Involved in Energy Trading and Risk
Management Activities” (“EITF 02-3"). Prior to thesuance of SFAS No. 157, EITF 02-3 prohibitedube of unobservable inputs that would result imy che
gain or loss on derivative contracts. As SFAS Ns¥ requires that a fair value measurement reffecassumptions market participants would useiging an
instrument, the valuation of derivative contracesyrmcorporate unobservable inputs that were ptesiyoprohibited by EITF 02-3. Therefore, retrospec
adjustments to apply SFAS No. 157 need to be madexisting derivative contracts that are affedtgdhis provision in EITF 02-3. Prior to the adioptof SFAS
No. 157, the Utility followed the provisions of BF0z-3 by recording CRRs at their transaction pricestaervable data was not available to support agyode
gains. CRRs allow market participants, includirgptd Serving Entities (“LSEs”), to hedge the finahcisk of California Independent System Operat@A1SO”)-
imposed congestion charges in the CAISO’s MarketeRgn and Technology Upgrade (“MRTU”) day-aheadkeiar The costs associated with procurement of
CRRs are currently being recovered in rates opesbable of recovery in future rates. The resgl$48 million adjustment to the fair value of thBRs was
recorded to regulatory liabilities as of Januar@08.

The following table sets forth the fair value hietay by level of PG&E Corporation and the Utility'scurring fair value financial instruments as ofrita
31, 2008. The instruments are classified basethi@totvest level of input that is significant to tlaér value measurement. PG&E Corporation andUtilgy’s
assessment of the significance of a particulartitpthe fair value measurement requires judgneerd, may affect the valuation of fair value assatsl&abilities anc
their placement within the fair value hierarchydbss

PG&E Corporation
Fair Value Measurements as of March 31, 200

(in millions) Level 1 Level 2 Level 3 Total
Assets:
Nuclear Decommissioning Fund? $ 1,751 $ 317 $ 7 % 2,07¢
Price Risk Management Instrumeffls 45 137 20¢ 481
Rabbi Trust$® 18 - - 18
Long Term Disability Trust 29 - 103 132
Assets Total $ 184: $ 454 $ 40¢ 3 2,70¢
Liabilities:
Dividend Participation Right $ - % - % 63 $ 63
Other - - 2 2
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Liabilities Total $ - $ - $ 65 $ 65

W Excludes taxes on appreciation of investment vahg:cash and cash equivalents.

@ Balances include the impact of netting adjustmentcordance with the requirements of FIN 39-$@5) million to Level 1, $(43) million to Level 2nd
$(17) million to Level 3
® Excludes life insurance policies.

Utility
Fair Value Measurements as of March 31, 200

(in millions) Level 1 Level 2 Level 3 Total
Assets:

Nuclear Decommissioning Funés $ 1,751 $ 317 % 7 % 2,07t

Price Risk Management Instrumeffls 45 137 20¢ 481

Long-Term Disability Trust 29 - 103 132
Assets Total $ 1,82t $ 454 $ 40¢ $ 2,68¢
Liabilities:

Other $ - $ - $ 2 $ 2
Liabilities Total $ - $ - $ 2 $ 2

W Excludes taxes on appreciation of investment vahecash and cash equivalents.
@ Balances include the impact of netting adjustmentcordance with the requirements of FIN 39-$@b6) million to Level 1, $(43) million to Level 2nd
$(17) million to Level 3

PG&E Corporation and the Utility’s fair value measments incorporate various factors required usdekS No. 157 such as the credit standing of the
counterparties involved, PG&E Corporation and ttiéityys nonperformance risk on its liabilities,eérapplicable exit market, and specific risks inheme the
instrument. As permitted under SFAS No. 157, PG&dEporation and the Utility utilize a mid-markeiging convention (the mid-point between bid and pskes)
as a practical expedient in valuing the majorityt®derivative assets and liabilities at fair v&lu

Price Risk Management Instruments

The price risk management instrument category nspesed of physical and financial derivative coontsancluding futures, forwards, options, and swaps
that are both exchange-traded and over-the-co(fi@diC") traded contracts. When necessary, PG&EpBmation and the Utility generally use similar misdi®
value similar instruments. Since the Utility’s ¢xatts are used within the regulatory frameworgutatory accounts are recorded to offset the aasetigains and
losses of these derivatives, which are expectée teflected in future rates.

All energy options (exchange-traded and OTC) aheedausing the Black’s Option Pricing Model andsslified as Level 3 measurements primarily due to
volatility inputs.

CRRs, FTRs, and Demand Response (“DR”) Contraetsiew and/or complex instruments that have immaiutienited markets. FTRs allow market
participants, including LSEs, to hedge financiakrof CAISO-imposed congestion charges in the dead market prior to the operation of the MRTU dhgeal
market. DRs primarily allow market participants;luding LSEs, to manage their capacity requireseitt addition, DRs hedge financial risk associatéh
increased energy prices resulting from increaseaagel on the electricity grid. As these marketsehannimal activity, observable inputs may not baikable in
pricing these instruments. Therefore, the pricimaglels used to value these instruments often incate significant estimates and assumptions thateha
participants would use in pricing the instrumeAtcordingly, they are classified as Level 3 measiaets.

Exchange-traded derivative instruments (other thiztions) are generally valued based on unadjugiedspin active markets using pricing models to

determine the net present value of estimated fudasé flows. Accordingly, a majority of these mstents are classified as Level 1 measurementsvekier, certail
of these exchange-traded contracts are classifiégeel 2 measurements as the contract term exteralpoint at which the market is no longer coestd
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active but where prices are still observable. Teiermination is based on an analysis of the aglesharacteristics of the market such as tradmgd trading
volumes, frequency of available quotes, and optarést. In addition, a number of OTC contractsehaeen valued using unadjusted exchange pricediea
markets. Such instruments are classified as L2weéasurements as they are not excharsgked instruments. The remaining OTC derivathgruments are valu
using pricing models based on the net present \alestimated future cash flows based on brokeleater quotations. Such instruments are genestabsified
within Level 3 of the fair value hierarchy.

See Note 7 for further discussion of the price n&nagement instruments.
Trust Assets

The nuclear decommissioning funds, the rabbi trastd the long-term disability trust hold primardguities, debt securities, mutual funds, and life
insurance policies. These instruments are gegerallied based on unadjusted prices in active nisfke identical transactions or unadjusted pricesctive
markets for similar transactions. The rabbi tr@stsclassified as Current Assets-Prepaid Expearsg©ther and Other Noncurrent Assets-Other irCitiedensed
Consolidated Financial Statements. The long-teigaldlity trust is classified as Current Liabilgi@®ther in the Condensed Consolidated Financidt®ents.
Dividend Participation Rights

The dividend participation rights of the Convertit8ubordinated Notes are considered to be embetigadtive instruments in accordance with SFAS No.
133 and, therefore, are bifurcated. They are ¥bhased on the net present value of estimatedefeash flows using internal estimates of company
dividends. These rights are recorded as Currettilities-Other and Noncurrent Liabilities-Othertire Condensed Consolidated Financial Statemegs. Note 4
for further discussion of these instruments.
Level 3 Rollfoward

The following table is a reconciliation of changedair value of instruments that have been clésgiés level 3 in the fair value hierarchy:

PG&E Corporation

Price Risk Nuclear Dividend
Management ~ Decommissionin Long-term Participation

(in millions) Instruments Funds ® Disability Rights Other Total
Asset (Liability) Balance as of January 1,
2008 $ 1159 ¢ 8 $ 69 $ 69 @ s @ $ 12C
Realized and unrealized gains (loss

Included in earning - - - 2 - )

Included in regulatory assets and
liabilities or balancing accoun 184 (D] (6) - 2 17¢

Purchases, issuances, and settlenr - - 40 7 - 47
Transfers in/out of Level 3 - - - - - -
Asset (Liability) Balance as of March 31,
2008 $ 29¢ % 7% 10 $ 63 $ 2 $ 344

Earnings for the period were not impacted by changeinrealized gains or (losses) relating to asseliabilities still held at the reporting da
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Dncludes the impact of the $48 million retrospeetadjustment related to the CRRs on January 1,.28@8itionally, the balance includes the impachefting
adjustments in accordance with the requiremenEf3S-1 of $6 million.

@ The discount factor used to value these rightsadfssted on January 1, 2008 in order to comply thighprovisions SFAS No. 157, resulting in a $8ioml
expense to increase the value of the liabi

® Excludes taxes on appreciation of investment vahg:cash and cash equivalents.

Utility
Price Risk Nuclear
Management ~ Decommissionin Long-term
(in millions) Instruments Funds ® Disability Other Total
Asset (Liability)Balance as of January 1, 2C $ 1150 ¢ 8 $ 69 $ 4 3 18¢
Realized and unrealized gains (loss
Included in earning - - - - -
Included in regulatory assets and liabilities diabaing
accounts 184 @ (6) 2 17¢
Purchases, issuances, and settlerr - - 40 - 40
Transfers in/out of Level 3 - - - - -
Asset (Liability) Balance as of March 31, 2008 $ 29¢ % 7 % 1023 $ 2 $ 407

Earnings for the period were not impacted by changeinrealized gains or (losses) relating to asseliabilities still held at the reporting da

Dncludes the impact of the $48 million retrospeetadjustment related to the CRRs on January 1,. 20@fitionally, the balance includes the impachefting
adjustments in accordance with the requiremenEf3¢-1 of $6 million.

@ Excludes taxes on appreciation of investment vahecash and cash equivalents.
PG&E Corporation and the Utility do not have anywrezurring financial measurements that are witheagcope of SFAS No. 157 as of March 31, 2008.
NOTE 9: RELATED PARTY AGREEMENTS AND TRANSACTIONS

In accordance with various agreemsehe Utility and other subsidiaries provide aedeive various services to and from their pareG&P Corporation,
and among themselves. The Utility and PG&E Corponeexchange administrative and professional sesvin support of operations. Services are pratadeir
fully loaded costs (i.e., direct cost of good anvgze plus all applicable indirect charges and beeds). PG&E Corporation also allocates variouparate
administrative and general costs to the Utility atfier subsidiaries using agreed upon allocatiotofa, including the number of employees, operatixgenses
excluding fuel purchases, total assets, and otteratlocation methodologies. The Utility's sigeaint related party transactions and related retdév(payable)
balances were as follows:

Receivable / (Payable

Three Months Ended Balance Outstanding at
March 31, March 31, December 31
(in millions) 2008 2007 2008 2007
Utility revenues from:
Administrative services provided PG&E Corporatior $ 1 $ 1 $ 2 3% 2
Utility employee benefit assets due from PG&E Cogpion - - 28 27
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Utility expenses from:
Administrative services received frcPG&E Corporatior $ 24 3 24 3 @27 $ (28)
Utility employee benefit asset contributions praddo PG&E Corporatio - 1 - -

NOTE 10: RESOLUTION OF REMAINING CHAPTER 11 DISPUTE D CLAIMS

In connection with the Utility’s reorganization wrdChapter 11 of the U.S. Bankruptcy Code, on AlRil2004, the Utility deposited approximately $1.7
billion into escrow for the payment of certain Dispd Claims that had been made by generators amermuppliers for transactions that occurred dutireg2000-
2001 California energy crisis. The Disputed Claams being addressed in various FERC and judicagedings seeking refunds on behalf of Califoettricity
purchasers (including the State of California arelWtility) from electricity suppliers, includingumicipal and governmental entities, for overchaigesrred in the
CAISO and the Power Exchange (“PX”) wholesale eieity markets between May 2000 and June 2001. yMssues raised in these proceedings, including the
extent of the FERC's refund authority, and the amho@ potential refunds after taking into accouattain costs incurred by the electricity suppliease not been
resolved. It is uncertain when these proceedintid®w concluded.

The Bankruptcy Court retains jurisdiction over thidity’s escrowed funds (in addition, the BankraptCourt retains jurisdiction to hear and determine
disputes arising in connection with the interprietatimplementation, or enforcement of (1) the Gkafi1 Settlement Agreement, (2) the Utility’s ptzfn
reorganization under Chapter 11, and (3) the BastkyuCourt's order confirming the plan of reorgatiian).

The Utility has entered into a number of settleraevith various electricity suppliers resolving soaighese Disputed Claims and the Utility's refutaims
against these electricity suppliers. The Bankmp@ourt has approved the release of $0.8 billi@mflescrow in connection with these settlements.

Through March 31, 2008, the Utility has receivedsideration of approximately $625 million underg@esettlements as reduction to the Utility's PX
liability. The Utility also has received considgoa of approximately $587 million through cash ggeds and the acquisition of the Gateway generating
facility. These settlement agreements provide tttamounts payable by the parties are, in sostarines, subject to adjustment based on the outobthe
various refund offset and interest issues beingidened by the FERC.

During the quarter ended March 31, 2008, the Wtiktceived approximately $1 million in cash-equérglreductions to its PX liability and, in April 28,
received an additional $51 million. These amouwvilsbe refunded to customers through rates. Adddl settlement discussions with other electrisityppliers are
ongoing. Any net refunds, claim offsets, or otbedits that the Utility receives from energy su@sl through resolution of the remaining Disputddif@s, either
through settlement or the conclusion of the varieER®C and judicial proceedings, will be credited¢tstomers (after deductions for contingenciesdasethe
outcome of the various refund offset and interestiés being considered by the FERC).

As of March 31, 2008, the amount of the accruatéonaining net Disputed Claims was approximateid $illlion, consisting of approximately $1.6 billion
of accounts payablBisputed Claims primarily payable to the CAISO & PX, offset by an accounts receivable from tA¢SD and the PX of approximately $(
billion. The Utility held $1.2 billion (includingnterest) in escrow as of March 31, 2008, for payneéthe remaining net Disputed Claims. The amdwaid in
escrow is classified as Restricted cash in the €osed Consolidated Balance Sheets.

As of March 31, 2008, interest on the net Disputédnts balance, calculated at the FERC-orderedesteate, amounted to approximately $614 million
(classified as Interest payable in the Condenset@mlated Balance Sheets). The rate of intedatlly earned by the Utility on the escrowed antephowever, i
less than the FERC-ordered interest rate. Théytihs been collecting the difference betweenedimed amount and the accrued amount from custoribese
amounts are not held in escrow. If the amounhterest accrued at the FERC-ordered rate is grdetarthe amount of interest ultimately determiteetde owed to
generators, the Utility would refund to customang axcess net interest collected from custometee ultimate amount of any interest that the Ultifitay be
required to pay will depend on the final amountedfinds determined to be owed to the Utility.

PG&E Corporation and the Utility are unable to pecedvhen the FERC or judicial proceedings will mitely be resolved, and the amount of any potential
refunds that the Utility may receive or the amooinDisputed Claims, including interest, the Utiliggll be required to pay.
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NOTE 11: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have substantiahhcial commitments in connection with agreememtgred into to support the Utility's operating
activities. PG&E Corporation and the Utility alsave significant contingencies arising from thgiemtions, including contingencies related to gotses,
regulatory proceedings, nuclear operations, emglaoyatters, environmental compliance and remediationmatters, and legal matters.
Commitments
Utility
Third-Party Power Purchase Agreements

As part of the ordinary course o$ibess, the Utility enters into various agreemémisurchase electricity and makes payments undstirx power

purchase agreements. At March 31, 2008, the undiiged future expected power purchase agreementggyg based on March 31, 2008 forward prices were a
follows:

(in millions)
2008 $ 1,98¢
2009 2,447
2010 2,19¢
2011 2,12¢
2012 2,01t
Thereafter 16,58¢
Total $ 27,36

Payments made by the Utility undewer purchase agreements amounted to approxintted?8 million and $655 million for the three miesiended
March 31, 2008 and March 31, 2007, respectively. aheunts above do not include payments relateldet®WR purchases, since the Utility only acts aagant
for the DWR.

The following table shows the future fixed capagfyments due under qualifying facility (“QF”) costts that are treated as capital leases. Theserdasm
are also included in the thiggkrty power purchase agreements table above. iXéa ¢apacity payments are discounted to theirgmtegalue in the table below usi
the Utility’s incremental borrowing rate at the @éption of the leases. The amount of this disc@ishown in the table below as the amount represgtterest.

(in millions)

2008 $ 43
2009 50
2010 50
2011 50
2012 50
Thereafter 252
Total fixed capacity paymen 49€
Less: Amount representing interest 12E
Present value of fixed capacity payments $ 371

Minimum lease payments associated with the leasgatlin are included in Cost of Electricity on PG&B®Brporation’s and the Utility’s Condensed
Consolidated Statements of Income. In accordaniteS¥AS No. 71, the timing of the Utility’s recagion of the lease expense conforms to the ratenggaki
treatment for the Utility’s recovery of the costeléctricity. The QF contracts that are treatedagstal leases expire between April 2014 and Seipée 2021.

Capacity payments, which allow QFs to recover itmesit costs, are based on the QF’s total availedgdacity and contractual capacity
commitment. Capacity payments may be adjustdteilQF exceeds or fails to meet performance reqeintsrspecified in the applicable power purchaseeagent.

Natural Gas Supply and Transportation Commitments
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The Utility purchases natural gas directlynfrproducers and marketers in both Canada and tliedJBtates to serve its core customers. The @ontr
lengths and natural gas sources of the Utilitylsfplio of natural gas procurement contracts catfiate based on market conditions. The Utiligoalontracts for
natural gas transportation to transport naturalfigas the points at which the Utility takes deliyeaf natural gas (typically in Canada and the seettern United
States) to the points at which the Utility’s natugas transportation system begins.

At March 31, 2008, the Utility's undiscounted obligns for natural gas purchases and gas transiportervices were as follows:

(in millions)
2008 $ 1,247
2009 59¢
2010 93
2011 80
2012 49
Thereaftel 19¢
Total $ 2,261

Payments for natural gas purchases and gas traasporservices amounted to approximately $797ioniland $728 million for the three months ended
March 31, 2008 and March 31, 2007, respectively.

Contingencies
PG&E Corporation

PG&E Corporation retains a guarantee related timiceindemnity obligations of its former subsidiaNational Energy & Gas Transmission, Inc (‘NEGT"),
that were issued to the purchaser of an NEGT sigsgidompany. PG&E Corporation's sole remainingasure relates to any potential environmental altilbgs
that were known to NEGT at the time of the salertmitdisclosed to the purchaser, and is limite§t60 million. PG&E Corporation has not receiveg alaims no
does it consider it probable that any claims waélrbade under the guarantee. At March 31, 2008,BFPGé&rporation’s potential exposure under this guiawas
immaterial and PG&E Corporation has not made anyipion for this guarantee.

Utility
Application to Recover Hydroelectric Facility Divestiture Costs

On April 14, 2008, the Utility filed an applicatiomith the CPUC requesting authorization to recamproximately $47 million, including interest, biet
costs it incurred in connection with its effortsdetermine the market value of its hydroelectrinegation facilities in 2000 and 2001 in preparafionthe planned
divestiture of the facilities as directed by thel@@Pto further the development of a competitive gatien market in California. In 2003, the CPUCatatined that
the amount of these costs at the time, $34.8 mijllieas reasonable and authorized the Utility tokithese costs and seek authorization to recoesethosts in the
future if the hydroelectric generation facilitieesg ultimately not divested. The Utility continuesown its hydroelectric generation assets. Thétys application
requests that the CPUC issue a final decisionlyn2008. PG&E Corporation and the Utility are uret predict whether the CPUC will approve recowrthese
costs.

California Department of Water Resources Contracts

Electricity purchased under the DWR allocated amctiy with various generators provided approximatély% of the electricity delivered to the Utiliy'
customers for the three months ended March 31,.2008 DWR remains legally and financially respbiesifor its electricity procurement contracts. Tdity acts
as a billing and collection agent of the DWR's rmrequirements from the Utility's customers.

The DWR has stated publicly in the past that gmuts to transfer full legal title of, and respoiigibfor, the DWR power purchase contracts to the
California investor-owned electric utilities as sams possible. However, the DWR power purchastractis cannot be transferred to the Utility withthe consent
of the CPUC. The Chapter 11 Settlement Agreementiges that the CPUC will not require the Utilityaccept an assignment of, or to assume legahandial
responsibility for, the DWR power purchase consagiless each of the following conditions has beeh
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« After assumption, the Utility's issuer rating by dty’s Investors Service (“Moody's”) will be no legn A2 and the Utility's long-term issuer creditimg
by Standard and Poor’s Rating Service (“S&P”) Wil no less than A. The Utility’s current issudimg by Moody'’s is A3 and the Utility’s long-ternssuer
credit rating by S&P is BBB+

« The CPUC first makes a finding that the DWR powercpase contracts to be assumed are just and eddepand

« The CPUC has acted to ensure that the Utility reideive full and timely recovery in its retail efiécity rates of all costs associated with the D\WiRver
purchase contracts to be assumed without furtivézwe

On February 28, 2008, the CPUC issued a decisatrsthtes the CPUC will proactively investigate thiee DWR can terminate its obligations under the
power contracts, by assignment or otherwise.

Incentive Ratemaking for Energy Efficiency Programs

The CPUC has established an incentive ratemakirghamsm applicable to the California investor-ownétities’ implementation of their energy
efficiency programs funded for the 2006-2008 an@22B011 program cycles. The maximum amount of ingestthat the Utility may receive and the amourarof
reimbursement obligations the Utility may incur otlee 2006-2008 program cycle is $180 million. Hotual amount and timing of the financial impadt depend
on the level of energy efficiency savings actualthieved over the three-year program cycle, theuainaf the savings attributable to the Utility’seegy efficiency
programs, and when the applicable accounting stdrfdarecognizing incentives or reimbursement gdiions is met.

Nuclear Insurance

The Utility has several types of nuclear insurafoceghe two nuclear operating units at its Diablangon nuclear generating facilities (“Diablo Can$)oand
for its retired nuclear generation facility at Huohtt Bay (“Humboldt Bay Unit 3"). The Utility hassurance coverage for property damages and bssines
interruption losses as a member of Nuclear Elebttsarance Limited (“NEIL"). NEIL is a mutual inser owned by utilities with nuclear facilities. NEprovides
property damage and business interruption coverigp to $3.24 billion per incident for Diablo Cany. In addition, NEIL provides $131 million of grerty
damage insurance for Humboldt Bay Unit 3. Undés itfisurance, if any nuclear generating facilitgired by NEIL suffers a catastrophic loss causipgpéonged
outage, the Utility may be required to pay an addél premium of up to $38.5 million per one-yeatigy term.

NEIL also provides coverage for damages causecdtsycd terrorism at nuclear power plants. UnderThrrorism Risk Insurance Program Reauthorization
Act of 2007 (“TRIPRA"), acts of terrorism may begitified” by the Secretary of the Treasury. Faestified act of terrorism, NEIL can obtain compatisn from
the federal government and will provide up to thk policy limits to the Utility for an insured Igs If one or more non-certified acts of terrorisause property
damage covered under any of the nuclear insurasleggs issued by NEIL to any NEIL member, the nmantim recovery under all those nuclear insuranceigsli
may not exceed $3.24 billion within a 12-month pdrplus the additional amounts recovered by NElLtliese losses from reinsurance. (TRIPRA extelnels t
Terrorism Risk Insurance Act of 2002 through Decenti, 2014.)

Under the Price-Anderson Act, public liability ales from a nuclear incident are limited to $10.8idml. As required by the Price-Anderson Act, thigity
purchased the maximum available public liabilitgunance of $300 million for Diablo Canyon. Thedrale of the $10.8 billion of liability protectios ¢overed by a
loss-sharing program among utilities owning nuckeactors. Under the Price-Anderson Act, ownetigipation in this loss-sharing program is requifedall
owners of nuclear reactors that are licensed toadgedesigned for the production of electricalrgpeand have a rated capacity of 100 megawatts ("MW
higher. If a nuclear incident results in costexeess of $300 million, then the Utility may bepessible for up to $100.6 million per reactor, witlyments in each
year limited to a maximum of $15 million per incidauntil the Utility has fully paid its share ofeHiability. Since Diablo Canyon has two nucleaactors, each
with a rated capacity of over 100 MW, the Utility ynlae assessed up to $201.2 million per incidernt) payments in each year limited to a maximum & g8llion
per incident. Both the maximum assessment petaeand the maximum yearly assessment are adjimtéaflation at least every five years. The negheduled
adjustment is due on or before August 20, 2008.

In addition, the Utility has $53.3 million of lidliyy insurance for Humboldt Bay Unit 3 and has &@%nillion indemnification from the Nuclear Regudat
Commission for public liability arising from nuclecidents covering liabilities in excess of tH&3% million of liability insurance.
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Severance

In connection with the Utility’s initiatives to stamline processes and achieve cost and operafinigeties, the Utility is eliminating and consddithg
various employee positions. As a result, the tythias incurred severance costs and expects twét ihcur additional severance costs. The amafrititure
severance costs will depend on many variables,diat) whether affected employees elect to recesversnce benefits or reassignment, the numberailade
vacant positions for those seeking reassignmedtf@rthose employees who elect severance bentfis,years of service and annual salaries. Atdd&1, 2008,
the Utility estimated future severance costs veitige from $34 million to $48 million, given the wntainty of each of these variables. The Utiliasliecorded a
liability of $34 million as of March 31, 2008. Thellowing table presents the changes in the ligbfliom December 31, 2007:

(in millions)

Balance at December 31, 20 $ 30
Additional severance accru 6
Less: Payments (2
Balance at March 31, 2008 $ 34

Environmental Matters

The Utility may be required to pay for environmémtamediation at sites where it has been, or mayalpotentially responsible party under environraknt
laws. Under Federal and California laws, the ttithay be responsible for remediation of hazardmusstances at former manufactured gas plant piv@ger plant
sites, and sites used by the Utility for the steragcycling or disposal of potentially hazardowstenals, even if the Utility did not deposit thaaéstances on the
site.

The cost of environmental remediation is difficaltestimate. The Utility records an environmengahediation liability when site assessments ineicat
remediation is probable and it can estimate a rafgeasonably likely clean-up costs. The Utiligriews its remediation liability on a quarterlysim The liability
is an estimate of costs for site investigationsyadiation, operations and maintenance, monitoand,site closure using current technology, andidensg enacted
laws and regulations, experience gained at sirsitas and an assessment of the probable levevolviement and financial condition of other poteliaesponsible
parties. Unless there is a better estimate withismrange of possible costs, the Utility recottus ¢osts at the lower end of this range. Thety#@stimates the upper
end of this cost range using reasonably possilieomes that are least favorable to the Utilityis lteasonably possible that a change in thesm&sts may occur in
the near term due to uncertainty concerning thity¢i responsibility, the complexity of environmeahlaws and regulations, and the selection of danpe
alternatives.

The Utility had an undiscounted and gross enviramadeemediation liability of approximately $555Ihain at March 31, 2008, and approximately $528
million at December 31, 2007. The $555 millionraex at March 31, 2008 consists of:

« Approximately $228 million for remediation at thénKley and Topock natural gas compressor s

« Approximately $90 million related to remediationditested generation facilities;

« Approximately $185 million related to remediationsts for the Utility’s generation and other fa@i#, thirdparty disposal sites, and manufactured gas
sites owned by the Utility or third parties (incing those sites that are the subject of remediadiders by environmental agencies or claims byctiveen
owners of the former manufactured gas plant sites)

« Approximately $52 million related to remediatiorst®for fossil decommissioning sites.

Of the approximately $555 million environmental exfration liability, approximately $133 million hagen included in prior rate setting proceedingse T
Utility expects that an additional amount of appnoately $335 million will be recoverable in futurates. The Utility also recovers its costs fromsurance carriers

and from other third parties whenever possibley Amounts collected in excess of the Utility'smblite obligations may be subject to refund to custsm

The Utility's undiscounted future costs could iras®e to as much as $912 million if the other potdigtresponsible parties are not financially alole t
contribute to these costs, or if the extent of aonibation or necessary remediation is
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greater than anticipated. The amount of approxipa@912 million does not include any estimatedny potential costs of remediation at former mactufied gas
plant sites owned by others, unless the Utility assumed liability for the site, the current owhas asserted a claim against the Utility, or théthas otherwise
determined it is probable that a claim will be atesk

In July 2004, the U.S. Environmental Protection Age(“EPA”) published regulations under Section @)&f the Clean Water Act that apply to existing
electricity generation facilities that use overrbillion gallons of water per day, which typicallyalude some form of "once-through" cooling in whighter from
natural bodies of water is used to cool a geneggdtnility and the heated water is discharged battkthe source. The Utility's Diablo Canyon powéant is among
an estimated 539 generation facilities nationwids aire affected by this rulemaking. The EPA ratiohs are intended to reduce impacts to aquadiarosms by
establishing a set of performance standards foirgpwater intake structures. These regulatiofmnasite-specific compliance measures if a facsityost of
compliance is significantly greater than either leaefits to be achieved or the compliance costisidered by the EPA. The EPA regulations alsoratioe use of
environmental mitigation or restoration to meet pience requirements in certain cases. In resptmiee EPA regulations, in March 2008, the CalifarState
Water Resources Control Board (“Water Board”) petid a revised draft of its proposed policy forif6atia’s implementation of Section 316(b) that vaaiginally
issued in June 2006 and that proposes to elimthatEPA's site-specific compliance options, althotige draft state policy would permit environmemédtoration
as a compliance option for nuclear facilities ¥ ihstallation of cooling towers would conflict Wit nuclear safety requirement.

Various parties separately challenged the EPAslagigns in court and the EPA regulations were sndpd. The cases were consolidated in the U.StCou
of Appeals for the Second Circuit (“Second CirclitTn January 2007, the Second Circuit remandgwifséant provisions of the regulations to the EféA
reconsideration and held that a cost-benefit testdcnot be used to comply with performance stasslar to obtain a variance from the standards. Séeond
Circuit also ruled that environmental restoratiammot be used to comply with the standard. In&f08, the U.S. Supreme Court indicated it williesv the
Second Circuit decision regarding the cost-beneit. It is uncertain when the Supreme Courtiagile a decision. Depending on the form of thal fiagulations
that may ultimately be adopted by the EPA or theaBoard, the Utility may incur significant capiexpense to comply with the final regulations, e¥hthe Utility
would seek to recover through rates. If eitherfthal regulations adopted by the EPA or the Wateard require the installation of cooling tower$agdblo Canyon
and if installation of such cooling towers is nethnically or economically feasible, the Utility ynbe forced to cease operations at Diablo Canyon.

California Labor Code Issues

Approximately 12,929 of the Utility’'s employees a@vered by collective bargaining agreements. Bgg#s in California are entitled to an unpaid,
uninterrupted 30-minute duty-free meal period feery four hours of work. California Labor Code Sew 226.7 prohibits employers from requiring emyges to
work during any mandated meal. Employers whotéaprovide the mandated meal period must providesthployee with one additional hour of pay at the
employee's regular rate of compensation for eaalk @ay that the meal period is not provided. Ifg Employee worked during the 30-minute unpaid rpegbd,
the employer must also pay the employee for thig{j

In April 2007, the California Supreme Court ruléet this California law requiring employers to mayemployee an additional hour of pay for each work
day that a required meal period is not provided ‘iwage” rather than a penalty, subject to a thyes- statute of limitations rather than the onerygtatute of
limitations for penalty payments. Prior to thistéon, the Utility believed that its collectivergaining agreement with the International Brothedhof Electrical
Workers, Local 1245, AFL-CIO (“IBEW”"), which did ngrovide certain employee groups a continuous 80ita meal period, preempted state law.

In July 2007, the Utility established a joint conite® composed of the IBEW and Ultility representito review the Utility’s current collective bangiag
agreements to ensure compliance with Californiardddw in light of the California Supreme Courtiding. In June 2007, the Utility and the IBEW rbad an
agreement under which employees whose eight-hdits slo not allow for an uninterrupted 30-minuteahbreak will be paid one hour of pay for each 3bute
meal period missed going back 39 months. In caimewvith this agreement, the Utility has expenapgroximately $23 million through March 31, 2008 fo
payments to approximately 2,076 employees. Thityis continuing to investigate whether other doyees may be entitled to payment for a missecetayed
meal. Until this investigation is complete, thelitytis unable to determine the amount of losg thanay incur in connection with this matter. Thl&imate outcome
of this matter may have a material adverse impad®@&E Corporation’s and the Utility’s financial mdition or results of operations.

Tax Matters
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In the first quarter of 2008, PG&E Corporation fined a settlement with the Internal Revenue Ser{itRS”) appellate division for tax years 1997-
2000. This settlement did not result in materfemges to unrecognized tax benefits at Decembe(®, that PG&E Corporation recognized under FASB
Interpretation No. 48, “Accounting for Uncertairityincome Taxes” (“FIN 48").

In addition, during the first quarter of 2008, PG&Brporation reached a tentative settlement wighlRS for tax years 2001-2002 that would resolsees
raised by the IRS with respect to several significkeductions taken by PG&E Corporation relatelb$ses sustained at NEGT. The IRS has indicatdttintends
to allow deductions in its audits of PG&E Corpovats tax returns for tax years 2003-2004 thatsalowed in tax years 2001-2002. The tentativileseént also
would resolve certain issues related to the UtiliRemaining issues that are not part of the teretaettiement, including whether PG&E Corporatimentitled to
$104 million in synthetic fuel tax credits, will veferred to the IRS appellate division.

The IRS has indicated that it intends to completaidit examination of tax years 2003-2004 bythiirel quarter of 2008. The settlement of the 22002
audit and the 2003-2004 audit would be subjecpforaval by the U.S. Congress’ Joint Committee oxafian.

As a result of the anticipated resolution of th@ 22004 audits as described above, it is reasomaisyible that the liability associated with unigruaed
tax benefits could decrease in the next 12 mongrentamount ranging from $0 to $200 million for PE&orporation, and from $0 to $100 million for tdélity.

PG&E Corporation expects the IRS to begin its afaditax years 2005-2006 during the second quaftg008. The audit for the 2007 tax year will begi
shortly after PG&E Corporation files its tax retloy September 15, 2008. Finally, the 2008 tax yakibe under audit as part of the IRS’ Compliafkssurance
Process, a real-time audit process.

Currently, PG&E Corporation has $247 million of éedl capital loss carry forwards based on tax nstas filed from the disposition of NEGT stock in
2004, which, if not used by December 2009, williexp The settlement of the 2001-2002 audit togettith the completion of the 2003-2004 audit corddult in
utilization of a significant portion of the federapital loss carry forwards. However, becausesétgdement of the 2003-2004 audit remains unaerte benefits
have been recognized.

The California Franchise Tax Board is currentlyiind PG&E Corporation’s 2004 and 2005 combinedifGaiia income tax returns. To date, no
adjustments have been proposed. In addition tfetheral capital loss carry forwards, PG&E Corpiorahas $2.1 billion of California capital loss gaforwards
based on tax returns as filed, the majority of Whi€not used by 2008, will expire.

Legal Matters

PG&E Corporation and the Utility are subject toigas laws and regulations and, in the normal coafdrisiness, PG&E Corporation and the Utility are
named as parties in a number of claims and lawsuits

In accordance with SFAS No. 5, "Accounting for Gogéncies," PG&E Corporation and the Utility makpravision for a liability when it is both probable
that a liability has been incurred and the amodith@ loss can be reasonably estimated. Theséspoos are reviewed quarterly and adjusted to ceflee impacts «
negotiations, settlements and payments, rulingscadf legal counsel and other information andnésgertaining to a particular matter. In assegsirch
contingencies, PG&E Corporation's and the Utilipddicy is to exclude anticipated legal costs.

The accrued liability for legal matters is includad®G&E Corporation's and the Utility's Currenahilities - Other in the Condensed ConsolidatechBed
Sheets, and totaled approximately $56 million atdfie81, 2008 and approximately $78 million at Decengi, 2007.

After considering the above accruals, PG&E Corponaand the Utility do not expect that losses aisged with legal matters will have a material imipac
their financial condition or results of operations.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

PG&E Corporation, incorporated in California in 59% a holding company whose primary purpose tsold interests in energy-based businesses. PG&E
Corporation conducts its business principally tiglo&acific Gas and Electric Company (“Utility”) pablic utility operating in northern and centralli@ania. The
Utility engages in the businesses of electricitg aatural gas distribution; electricity generatipmcurement, and transmission; and natural gasupement,
transportation, and storage. PG&E Corporation tmecthe holding company of the Utility and its suliesiies on January 1, 1997. Both PG&E Corporadiod the
Utility are headquartered in San Francisco, Catifor

The Utility served approximately 5.1 million eldctty distribution customers and approximately milion natural gas distribution customers at Magdh
2008. The Utility had approximately $37.1 billionassets at March 31, 2008 and generated reverfiagproximately $3.7 billion in the three montimsled March
31, 2008.

The Utility is regulated primarily by the CalifomPublic Utilities Commission (“CPUC") and the FealeEnergy Regulatory Commission (“FERC”). The
Utility generates revenues mainly through the sale delivery of electricity and natural gas atsatet by the CPUC and the FERC. Rates are settatthe Utility
to recover the authorized “revenue requirementshfcustomers. Revenue requirements are desigratbiothe Utility an opportunity to recover itsasonable
costs of providing utility services, including aum of, and a fair rate of return on, its investinia utility facilities (“rate base”). Changesamy individual revenue
requirement affect customers' rates and could @tffecUtility's revenues. Pending regulatory pestiags that could result in rate changes and afffiecttility’s
revenues are discussed in PG&E Corporation’s amdJthity’s combined Annual Report on Form 10-K fitve year ended December 31, 2007, which, togettibr
the information incorporated by reference into stegbort, is referred to in this quarterly reportlaes “2007 Annual Report.” Significant developneetitat have
occurred since the 2007 Annual Report was filedh wite Securities and Exchange Commission (“SEG¥)d@scussed in this Quarterly Report on Form 10-Q.

This is a combined quarterly report of PG&E Corpioraand the Utility, and includes separate ConddrSonsolidated Financial Statements for each of
these two entities. PG&E Corporation's Condensemus@lidated Financial Statements include the adsoffPG&E Corporation, the Utility, and other wiyol
owned and controlled subsidiaries. The Utilitytn@ensed Consolidated Financial Statements in¢helaccounts of the Utility and its wholly ownediazontrollec
subsidiaries which the Utility is required to colidate under applicable accounting standards andhla interest entities for which the Utility islgect to a majorit
of the risk of loss or gain. This combined Managatts Discussion and Analysis of Financial Conditmd Results of Operations (“MD&AYf PG&E Corporatior
and the Utility should be read in conjunction witle Condensed Consolidated Financial Statementthandotes to the Condensed Consolidated Financial
Statements included in this quarterly report, atb asethe MD&A, Consolidated Financial Statements] Notes to the Consolidated Financial Statements
incorporated by reference in the 2007 Annual Report

Summary of Changes in Earnings per Common Share andet Income for the Three Months Ended March 31, 208

PG&E Corporation’s diluted earnings per common el{{&EPS”) for the three months ended March 31, 2088 $0.62 per share, compared to $0.71 per
share for the same period in 2007. For the threetins ended March 31, 2008, PG&E Corporation’'smzime decreased by approximately $32 million, 301 to
$224 million, compared to $256 million for the sapeiod in 2007. The decrease in diluted EPS &tdneome for the three months ended March 31, 2008
compared to the same period in 2007 is primarily tiuhigher expenses associated with the exterededling outage at the Diablo Canyon nuclear fgc{liDiablo
Canyon”)to replace the steam generators in Unit 2 (reptagea $27 million decrease in net income as coeghéw the same period in the prior year). Thers ma
comparable refueling outage in the first quarte2@¥7. In addition, the Utility incurred highepan-related costs in the first quarter of 2008 careg to the first
quarter of 2007, due to severe winter weatherdbatirred in January 2008 (representing a $25 mitliecrease in net income as compared to the satiog jpethe
prior year). These decreases to net income andnWEPSpartially offset by an increase associatal thie Utility’s return on equity (“‘ROE”) on capitamvestments
authorized by the CPUC in the Utility’s General &&tase (“GRC”) and by the FERC in the Utility’srtsmission owner (“TO”) rate case (representing &@2lion
increase in net income as compared to the samedperthe prior year).

Key Factors Affecting Results of Operations and Fiancial Condition

PG&E Corporation’s and the Utility’s results of epons and financial condition depend primarilywinether the Utility is able to operate its busges
within authorized revenue requirements, timely vecats authorized costs, and earn its
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authorized rate of return. A number of factorsenhad, or are expected to have, a significant ilmpad®G&E Corporation's and the Utility's result®perations
and financial condition, including:

The Outcome of Regulatory Proceedings and the ltngfeRatemaking MechanismsThe amount of the Utility’s revenues and the amimf costs that the
Utility is authorized to recover from customers prignarily determined throughregulatory proceedings. Most of the Utility’s rene requirements are
based on its costs of service, in proceedings aathe GRC and TO rate cases. From time to tineeUtility also files separate applications reqimesthe
CPUC or the FERC to authorize additional reveng@irements for specific projects, such as new pguaants, gas or electric transmission projects,taed
advanced metering infrastructure. The Utility’seBues can also be affected by incentive ratemakingh as the CPUC’s customer energy efficiency
shareholder incentive mechanism. The CPUC expea@ddpt revised assumptions for evaluating and umggsenergy savings by June 30, 2008 and to
complete its verification of installed energy eificcy measures by July 15, 2008. The amount @itiges the Utility may receive and the amountrof a
reimbursement obligations the Utility may incurlvdépend on the level of energy efficiency saviagsially achieved over the three-year program sycle
(2006-2008 and 2009-2011) and the effectivenesiseofitilities’ programs in achieving the savingaséd on the revised assumptions and verification
results. Among other anticipated regulatory fiinthe Utility’s application to the CPUC for fundimuthorization for its 2009-2011 energy efficiency
programs is due June 23, 2008. (“Regulatory Mattel” below.)

Capital Structure and Return on Common Equithe Utility’s authorized capital structure includes a 52% comeguity component. For 2008, the Util
is authorized to earn an ROE of 11.35% on its eteahd natural gas distribution and electric gatien rate base. On April 29, 2008, a proposedsaet
was issued recommending the adoption of a new yeiti cost of capital mechanism to replace the CBld@nual cost of capital proceeding. Under the
proposed decision, the Utility’s 2008 authorizedtaaf capital would be maintained through 2010gsslthe annual automatic adjustment mechanism is
triggered. The Utility’s 2008 capital structure e maintained through 2010, unless the Utiliplaes for an adjustment sooner based on extraanylin
circumstances. (See “Regulatory Matters” belom)Séptember 2007, the FERC accepted the Utiligdmiest to earn a ROE of 12% on its electric
transmission rate base, as part of the TO rate effeetive March 1, 2008, subject to hearing afdnd.

The Ability of the Utility to Control Costs Whilmproving Reliability. The Utility’s revenue requirements are primasgt based on forecasted operating
expenses and capital expenditures. The Utilitgi®nue requirements are designed to allow thetyJtdiearn an ROE, as well as to recover deprexiati
tax, and interest expense associated with authtbdapital expenditures. Material differences betwthe forecasted and actual amounts or timing of
expenditures can materially affect the Utility’dslé to earn its authorized rate of return. Thglity implemented various initiatives designedinorease
cost efficiencies, achieve operational excelleace, improve customer service. One major initialhwelving new work processes, information systemd
technology has resulted in delays and increased tmsespond to customer requests for new seraltfequgh the Utility has made progress in remeglyive
problems. The Utility will continue its efforts tdentify and implement additional operational @fincies to achieve future sustainable cost-savangsto
offset increased spending to address operatiosiad$sand the increasing cost of materials. (SesulReof Operations — Operating and Maintenance”
below.)

In addition to capital expenditures authorized iy €CPUC in the GRC and by the FERC in the TO rases, the CPUC has authorized the Utility to make

substantial capital expenditures for the SmartMBfexdvanced metering project, to invest in new gei@raesources, and to improve existing generation
facilities. The Utility has incurred, and anticipa that it will continue to incur, a higher lewlcapital expenditures than the authorized amouAtthough
the Ultility incurs depreciation, property tax, anterest expense associated with this higher lefrehpital expenditures, the Utility’s authorizexvenue
requirements do not provide for the recovery oR®E on the higher level of capital expendituresl autded to rate base in future rate cases. THigylst
financial condition and results of operations W#l impacted by the amount of revenue requiremergsuthorized to recover, the amount and timihigso
capital expenditures, and whether the Utility ifeatb manage its operating costs and capital expged within authorized revenues
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« The Amount and Timing of Debt and Equity Finandiegds. During the first quarter of 2008, the Utility issd $600 million of long-term debt to finance
capital expenditures and for working capital. (Skete 4 of the Notes to the Condensed Consolidaieahcial Statements.) The Utility’s needs for
additional financing during 2008 and future yeail e affected by the amount and timing of capé&apenditures, as well as by the amount and tirafng
interest payments related to the remaining dispci@ichs made by electricity suppliers in the Uyt proceeding under Chapter 11 of the U.S. Bantesup
Code (“Disputed Claims”). (See Note 10 of the Ndtethe Condensed Consolidated Financial Statem)ehit addition, the Utility’s financing needs e
affected by when certain pollution control bondgragating $454 million that the Utility repurchasating March and April 2008 are resold. The Wil
financial condition and results of operations Ww# affected by the interest rates, timing, and $eamd conditions of any such financing. The timamgl
amount of PG&E Corporation’s future equity conttibuas to the Ultility will affect the timing and arant of any new PG&E Corporation equity issuances
and/or debt issuances which, in turn, will affe@&E Corporation’s results of operations and finahcondition. (See “Liquidity and Financial Resces”
below.)

In addition to the key factors discussed above, EG&%rporation’s and the Utility’s future resultsageration and financial condition are subjecti® itisk
factors discussed in the section entitled “Riskt&@t in the 2007 Annual Report.

FORWARD-LOOKING STATEMENTS

This combined Quarterly Report on Form 10-Q, inglgdhe MD&A, contains forward-looking statemerttsit are necessarily subject to various risks and
uncertainties. These statements are based omtestmates, expectations, and projections ahdutd events, and assumptions regarding thesesardt
management's knowledge of facts as of the dateiofeéport. These forward-looking statements eelaf among other matters, anticipated costs avidgsa
associated with the Utility’s efforts to implemenfitanges to its business processes and systemsatesticapital expenditures, estimated environmeaitaédiation
liabilities, estimated tax liabilities, the antielfgd outcome of various regulatory and legal proicess, future cash flows, and the level of futugeity or debt
issuances, and are also identified by words such as
“assume,” “expect,” “intend,” “plan,” “project,” “blieve,” “estimate,” “predict,” “anticipate,” “aifi,'may,” “might,” “should,” “would,” “could,” “goal,” “potential,”
and similar expressions. PG&E Corporation and tity are not able to predict all the factors tiaay affect future results. Some of the factbet tould cause
future results to differ materially from those eagsed or implied by the forward-looking statementsrom historical results, include, but are riotited to:

. the Utility’s ability to manage capital expenditarend operating costs within authorized levelsragdver costs through rates in a timely manner;
. the outcome of regulatory proceedings, includingddeg and future ratemaking proceedings at the CBbiCthe FERC;

. the adequacy and price of electricity and natuaal gupplies, and the ability of the Utility to mgaaand respond to the volatility of the electriatyd
natural gas market

. the effect of weather, storms, earthquakes, fitesds, disease, other natural disasters, explssiaccidents, mechanical breakdowns, acts of temor
and other events or hazards on the U’s facilities and operations, its customers, andltparties on which the Utility relie

. the potential impacts of climate change on theityl electricity and natural gas businesses;

. changes in customer demand for electricity andrabgas resulting from unanticipated populatiorvgtoor decline, general economic and financial
market conditions, changes in technology, includmgdevelopment of alternative energy sourcestter reasons

. operating performance of Diablo Canyon, the oceweeof unplanned outages at Diablo Canyon, orghmporary or permanent cessation of operatio
Diablo Canyon

. whether the Utility can maintain the cost efficiggwit has recognized from its completed initiasite improve its business processes and cust
service and identify and successfully implementtiatthl cos-saving measure
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. whether the Utility incurs substantial unanticiphéxpense to improve the safety and reliabilitjt®€lectric and natural gas distribution systems;
. whether the Utility achieves the CPUC’s energyoédficy targets and recognizes any incentives tiigylhay earn in a timely manner;
. the impact of changes in federal or state lawsheir interpretation, on energy policy and the tatian of utilities and their holding companic

. the impact of changing wholesale electric or gasketarules, including new rules of the Californfépendent System Operator (“CAISO”) to
restructure the California wholesale electricityrked;

. how the CPUC administers the conditions impose®@&.E Corporation when it became the Utility’s holgicompany;

. the extent to which PG&E Corporation or the Utilitigurs costs and liabilities in connection witliglation that are not recoverable through ratesnfr
insurance, or from other third parti

. the ability of PG&E Corporation and/or the Utility access capital markets and other sources oit émealtimely manner on favorable terms;
. the impact of environmental laws and regulationd e costs of compliance and remediation;
. the effect of municipalization, direct access, camity choice aggregation, or other forms of bypass}
. the impact of changes in federal or state tax Ipobcies, or regulation:
For more information about the magn#icant risks that could affect the outcome leése forward-looking statements and PG&E Corpanatiand the

Utility's future financial condition and results operations, see the discussion under the hea®is Factors” in the 2007 Annual Report. PG&E Qugtion and
the Utility do not undertake an obligation to upgldrward-looking statements, whether in respoaseetv information, future events or otherwise.
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RESULTS OF OPERATIONS

The table below details certain items from the agganying Condensed Consolidated Statements of ladonthe three months ended March 31, 2008 and

2007:
Three Months ended March 31.
2008 2007

(in millions)
Utility
Electric operating revenuu $ 251<2 $ 2,17¢
Natural gas operating revent 1,21¢ 1,181

Total operating revenues 3,73¢ 3,35¢
Cost of electricity 1,027 723
Cost of natural ga 775 754
Operating and maintenan 1,03¢ 91¢
Depreciation, amortization, and decommissioning 402 42¢

Total operating expenses 3,24( 2,82t
Operating incom: 492 531
Interest incom: 24 48
Interest expens (180 (182)
Other income, nét) 16 6
Income before income tax 353 403
Income tax provision 12C 14E
Income available for common stock $ 232 % 258
PG&E Corporation, Eliminations, and Other @
Operating revenue $ - $ -
Operating expenses - 2
Operating los! - )
Interest income 2 4
Interest expens @) 8)
Other expense, net (14) (2)
Loss before income taxi (29 (8)
Income tax benefit (10) (6)
Net loss $ 9 $ (2)
Consolidated Total
Operating revenue $ 3,73:  $ 3,35¢
Operating expenses 3,24( 2,821
Operating incom 492 52¢
Interest income 26 52
Interest expens (187) (290)
Other income, néP 2 4
Income before income tax 334 39E
Income tax provision 11C 13¢
Net income $ 224 $ 25€

Dncludes preferred stock dividend requirement agmoéxpense.
@ pG&E Corporation eliminates all intercompany trantigms in consolidation.
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Utility

The following presents the Utility's operating riéstdior the three months ended March 31, 2008 &7 2
Electric Operating Revenues

The Utility provides electricity to residential,dastrial, and small and large commercial custorttersugh its own generation facilities and throughtcacts
with third parties under power purchase agreementsddition, the Utility relies on electricity gvided under long-term contracts entered into leyGhlifornia
Department of Water Resources (“DWR”) to meet aemalt portion of the Utility’s customers’ demandodd”). The Ultility’s electric operating revenuesnsist of
amounts charged to customers for electricity geiterand procurement and for electric transmissiod distribution services.

The following table provides a summary of the Wl electric operating revenues:

Three Months Ended

March 31,
(in millions) 2008 2007
Electric revenue $ 2,841 $ 2,72¢
DWR pass-through revenugs (327) (551)
Total electric operating revenues $ 251, $ 2,17t
Total electricity sales (in Gigawatt hou 17,33¢ 14,77¢

@ These are revenues collected on behalf of the DuVRIéctricity allocated to the Utility’s customarader contracts between the DWR and power sugpberd
are not included in the Utility's Condensed Cordaikd Statements of Incon

The Utility’s electric operating revenues increagethe three months ended March 31, 2008 by apmately $339 million, or approximately 16%,
compared to the same period in 2007 mainly dubeddllowing factors:

. Electricity procurement costs, which are passealitjin to customers, increased by approximately $2din. (See “Cost of Electricity” below.)

. Electric operating revenues from public purpose emergy efficiency programs increased by approxeéiga73 million due to new programs, such as
California Solar Initiative program, and expendésirelating to existing programs. (See Note :hiefNotes to the Condensed Consolidated Financial
Statements.

. Base revenue requirements increased as a restitiibn adjustments as authorized in the 2007 Gir@pproximately $26 million.
. Electric transmission revenues increased by apprataly $15 million as authorized in the TO rateecas

These increases were partially offset by the foithmw

. Revenues intended to cover payment of the Rate d@edbonds (“RRBs”) and associated bond expenseredsed by approximately $70 million due to
the maturity of the RRBs in December 20

. Other electric operating revenues, including reesneollected for payment of the Energy Recovery®dfiERBs”) due to their declining balance,
decreased by approximately $3 millic

The Utility’s electric operating revenues for therijpd 2008 through 2010 are expected to increasaythorized by the CPUC in the 2007 GRC. The
Utility’s electric operating revenues for 2008 dntlire years are also expected to increase asradtidy the FERC in the TO rate cases. In additioe Utility
expects to continue to collect revenue requiremeatitged to CPUC-approved capital expendituredudieg the new Utility-owned generation projectsldhe
SmartMeter™ project. Revenue requirements associated witharesxpanded public purpose programs, such as tli@& Solar Initiative, will result in
increased electric operating revenues. Revenuerezgents associated with demand response (“DRSgnams, such as the Air Conditioning Direct LoadCal
program, will also result in increased electric i@pi@g revenues.
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Finally, because the Utility’s electric opéngtrevenues includes amounts collected from custero recover the Utility’s electricity procureneosts,
future electric operating revenues will be impadtgcdthanges in the Utility’s cost of electricity iwh the Utility expects will increase. In partien) electric
operating revenues will increase to reflect theitaathl $531 million of revenue requirements thellPhas authorized the Utility to collect from custers to pay
for additional procurement costs the Ultility expgeict incur in 2008 to purchase electricity thatvasly had been provided to the Utility's custosender a power
purchase agreement between the DWR and Calpineo@xign. This contract was terminated in Decen#t®)7. Because the Utility acts as an agent foDWR,
amounts collected from the Utility’s customerségaaver the DWR’s revenue requirements under tmeiteited contract had been excluded from the Usligfectric
operating revenues. As the Utility purchases @ptaent power, the Utility's electric operating newes will increase as it recovers the cost of dpacement power
from customers.

Cost of Electricity

The Utility's cost of electricity includes eleciticpurchase costs, hedging costs, and the cdsebfised by its generation facilities or supplieather
facilities under tolling agreements. It excludests associated with the Utility’s own generatiaailities, which are included in Operating and Mairance expense
in the Condensed Consolidated Statements of Incarhe. Utility’s cost of purchased power and thetadguel used in Utility-owned generation are gabthrough
to customers. The cost of electricity provided emgower purchase agreements between the DWR aiodisg@ower suppliers is also excluded from thetyJsi cost
of electricity.

The following table provides a summary of the Wil cost of electricity and the total amount amdrage cost of purchased power:

Three Months Ended

March 31,

(in millions) 2008 2007
Cost of purchased pow $ 1,03t % 72€
Proceeds from surplus sales allocated to the Y (46) (40)
Fuel used in owned generation 35 37

Total cost of electricity $ 1,027 $ 723
Average cost of purchased power per kWh $ 0.08¢ $ 0.09(
Total purchased power (in millions of kWh) 11,757 8,05¢

The Utility's total cost of electricity increasadthe three months ended March 31, 2008 by appiateiyn $304 million, or 42%, compared to the same
period in 2007. This increase was primarily drivgna 3,703 million kilowatt-hour (“kWh")or 46%, increase in the total volume of purchasmeagr. Following th
DWR'’s termination of its power purchase agreemeittt @alpine Corporation, the volume of power praddy the DWR to the Utility’s customers decreasAd.a
result, the Utility was required to increase itsghases of power from third parties to meet custdosl. The Utility also increased the volume ofyer it
purchased from third parties due to the schedulgalge at Diablo Canyon Unit 2 throughout Februamy Blarch for refueling and the steam generator oephent.
No similar outage occurred in the first quarte2007. (Se¢‘Capital Expenditures” below.)

The Utility's cost of electricity in 2008 and futuyears will depend upon electricity and natural gaces, the level of hydroelectric and nuclean@othat
the Utility produces, the cost of procuring moreeeable energy, and changes in customer demanaiddition, cost of electricity will be impacted tgrmination o
DWR contracts.

The Utility’s future cost of electricity also mag affected by federal or state legislation or rudéch may be adopted to regulate the emissions of
greenhouse gases from the Utility’s electricity eretting facilities or the generating facilitiesrfravhich the Utility procures electricity. As dited by recent
California legislation, the CPUC has already addte interim greenhouse gas emissions performaandard that would apply to electricity procuredyenerated
by the Utility.

Natural Gas Operating Revenues

The Utility sells natural gas and natural gas tpantation services. The Ultility’s transportati@naces are provided by a transmission system and a
distribution system. The transmission system arts gas throughout California for delivery to th#lity's distribution system which, in turn, dedirs natural gas
end-use customers. The transmission system alseidenatural gas to large end-use customers wica@nnected directly to the transmission systémaddition,
the Utility delivers natural gas to off-system met primarily in southern California, in competitiwith interstate pipelines.

The Utility's natural gas customers consist of tategories: core and non-core customers. Theatmtemer class is comprised mainly of residential a
smaller commercial customers. The non-core custatass is comprised of industrial and larger comuiaé customers. The Utility provides natural gas
transportation services to all core and mone customers connected to the Utility's systeitsigervice territory. Core customers can purehregural gas from eith
the Utility or alternate energy service providef$e Utility does not procure natural gas for naneccustomers. When the Utility provides both sgaortation and
natural gas supply, the Utility refers to the congdl service as bundled natural gas service. BedhaedUtility sells most of its transportation sees under
volumetric rates, the Utility is exposed to volunietevenue risk.
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The following table provides a summary of the Wl natural gas operating revenues:

Three Months Ended

March 31,
(in millions) 2008 2007
Bundled natural gas revent $ 1,142 $ 1,10:
Transportation servi-only revenue: 77 78
Total natural gas operating revenue: $ 121¢ $ 1,181
Average bundled revenue per Mcf of natural gas $ 10.11 $ 9.8t
Total bundled natural gas sales (in millions of 113 112

The Utility's natural gas operating revenues inseean the three months ended March 31, 2008 broappately $38 million, or 3%, compared to the same
period in 2007. This was primarily due to an ire in bundled natural gas revenues of approxisn&89 million, or 4%, as a result of increaseshia ¢tost of
natural gas, which are passed through to custoneraddition, this increase was due to increases lspevenue requirements as a result of attriiustments as

authorized in the 2007 GRC and an increase in teveequirements relating to the SmartMJ{:\éproject.
Future natural gas operating revenues will be irrgghby changes in the cost of natural gas, thetyJsilgas transportation rates, natural gas thrpugh

volume, and other factors. For 2008 through 2@1® Gas Accord IV settlement agreement providesifooverall modest increase in the revenue reqeinésrand
rates for the Utility’s gas transmission and steragrvices. In addition, the Utility’s natural ggserating revenues are expected to increase thr2Q0 as a result

of revenue requirement increases authorized b #1dC in the 2007 GRC and as a result of revenuginegent increases relating to the SmartMEMeproject.
Cost of Natural Gas

The Utility's cost of natural gas includes the fnaige costs of natural gas and transportation oostgterstate pipelines and intrastate pipelinaselicludes
the transportation costs for non-core customerg;twére included in Operating and Maintenance es@émthe Condensed Consolidated Statements ofni@co

The following table provides a summary of the Wl cost of natural gas:

Three Months Ended

March 31,
(in millions) 2008 2007
Cost of natural gas so $ 754 $ 70€
Cost of natural gas transportation 21 48
Total cost of natural gas $ 77t $ 754
Average cost per Mcf of natural gas sold $ 6.67 $ 6.3C
Total natural gas sold (in millions of Mcf) 113 112

The Utility's total cost of natural gas increasedhie three months ended March 31, 2008 by appmateim$21 million, or 3%, compared to the sameqgkri
in 2007, primarily due to an increase in the avenagirket price of natural gas purchased of apprately $0.37 per thousand cubic feet (“Mcf”), or 6%verage
market prices were higher in the beginning of 2B88ause the temperature was colder in the cemadastern regions of the United States, as comparte sam
period in 2007. This increase was partially offsgt refund received as part of a settlement WitnsCanada’s Gas Transmission Northwest Corpor&tio2007
gas transmission capacity rates as approved byERC.

The Utility's cost of natural gas in subsequentqaks, which will be passed through to customerd,bei impacted by both North American and global
market forces. Market forces include supply avality, customer demand, liquid natural gas avaligh natural gas storage, and industry perceptiofrisks that
may affect either, such as the possibility of heamnies in the gas-producing regions of the Gulf ekido or of protracted heat waves that may incrgasefired
electric demand from high air conditioning loads.

Operating and Maintenance
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Operating and maintenance expenses canaisty of the Utility's costs to operate and maintits electricity and natural gas facilities, tmuser
accounts and service expenses, public purposegrogrpenses, and administrative and general expe@enerally, these expenses are offset by camekspg
revenues authorized by the CPUC and the FERC inwsproceedings.

The Utility’s operating and maintenance expenseseised by approximately $117 million, or 13%,he three months ended March 31, 2008 compared to
the same period in 2007. Expenses increased maurgyto the following factors:

. Customer efficiency incentive program expensesiased by approximately $76 million primarily duarioreased customer participation and increased
marketing of new and existing prograr

. Costs related to the planned refueling outage ablbiCanyon Unit 2 were approximately $45 millior2008. There was no similar outage during
first quarter of 2007

. Labor costs increased by approximately $38 milfimmthe repair and restoration of electric disttibn systems and responding to customer inquirses
result of the January 2008 winter storm. There m@similar storm in the same period in 20

The above increases, totaling $159 million, wefeeifby an aggregate decrease of $42 million, smpring changes in the accrued liability for certai
litigation matters and other miscellaneous opegaind maintenance expenses that were lower thasothparable period in 2007. None of the items ausing the
aggregate decrease were individually material.

Operating and maintenance expenses dueirded by wage inflation, benefits, property taxies timing and length of Diablo Canyon refuelmgages,
environmental remediation costs, legal costs, ri@teosts, and various other administrative ancegarexpenses. The Utility anticipates that i wicur higher
material, permitting, and labor costs in the futasewell as higher costs to operate and maintsiaging infrastructure. The Utility may make agtdial payments to
employees for missed or delayed meals to complly @dlifornia labor law as the Utility’s investigati into this matter continues. (See Note 11 ofNbées to the
Condensed Consolidated Financial Statements fagcaission of California labor code issues.) Initiald, the Utility may incur costs, not includedfiorecasts used
to set rates in the GRC, to address safety armbility issues in the Utility's electric and natugas distribution system depending on the outcofrits review of its
operating practices and procedures following reeéattric transformer failures and the discovest #ome natural gas maintenance records did natatety reflec
field conditions. (See "Risk Factors" in the 200¥hual Report.) The Utility also expects that ithimcur higher expenses in subsequent periodotoply with the
requirements of renewed hydroelectric generaticenises and to complete the construction of theask storage facility at Diablo Canyon. The Utiktyll continue
its efforts to identify and implement additionalesptional efficiencies to achieve future sustaieatust-savings and to offset increased spendiagdoess
operational issues and increasing cost of materials

Depreciation, Amortization, and Decommissioning

In the three months ended March 31, 2008, thetisldepreciation, amortization, and decommissigrirpenses decreased by approximately $27 million,
or 6%, as compared to the same period in 2007,lyndire to a decrease in amortization expense afoppately $64 million related to the RRB regulator
asset. The RRB regulatory asset was fully recavdmough rates when the RRBs matured in Decem®@T and, as a result, no amortization was recoirded
2008. This decrease was partially offset by ottemreciation, amortization, and decommissioningeesps, which increased by approximately $37 millmarily
relating to plant additions and depreciation rdétenges in 2007 and authorization of the 2007 GRCtlae current TO rate case.

The Utility’s depreciation, amortization, and deguaissioning expenses in subsequent years are exjeciecrease as a result of an overall increase in
capital expenditures and implementation of deptexiaates authorized by the 2007 GRC decisionfahde TO rate cases.

Interest Income
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In the three months ended March 31, 2008, tiilgy$ interest income decreased by approximat2yd million, or 50%, as compared to the same gerio
in 2007. The Utility received approximately $16lman in the three months ended March 31, 2007teeldo the settlement of Internal Revenue Servie¥(")
refund claims with no similar refund in 2008. lddition, other interest income decreased by apprately $8 million, primarily due to lower interesdrned due to
lower interest rates on funds held in escrow rel&eDisputed Claims and settlements in 2007 thdticed the amounts held in escrow.

The Utility’s interest income in 2008 and futureipes will be primarily affected by changes in #mount of escrowed funds related to Disputed Claims
and interest rate levels.

Interest Expense

In the three months ended March 31, 2008, thetlJtlinterest expense decreased by approximatelyii®n, or 1%, as compared to the same period in
2007, primarily due to the following factors:

. Interest expense decreased by approximately $®&milue to the reduction in outstanding ERBs amdntiaturity of the RRBs in December 20

. Interest expense on balances in certain reguldi@gncing accounts decreased by approximately $®mdue to lower average interest rates on the
regulatory balancing accoun

. Other interest expense decreased by approximabetyilion, primarily due to a lower average outstany commercial paper balance.

These decreases were partially offset by an additiapproximately $18 million in interest expenskated to $1.8 billion in Senior Notes issued i@2@nd
in March 2008.

The Utility’s interest expense in 2008 and futuegipds will be impacted by changes in interestgatethe Utility’s short-term debt and a portiontsfiong-
term debt bear variable interest rates, as welyashanges in the amount of debt, including debkeeted to be issued in subsequent periods to feneaygital
expenditures.

Income Tax Expense

In the three months ended March 31, 2008, thetysilincome tax expense decreased by approxim@&symillion, or 17%, as compared to the same pe
in 2007. The $50 million reduction in pre-tax inoe decreased income tax expense by approximat8lynfilion. In addition, income tax expense deceeblsy $9
million as a result of an IRS audit settlement heatduring the three months ended March 31, 20G8similar amount was recorded in the same period i
2007. These decreases were partially offset ip@aease in income tax expense of approximatelyn#izon, mainly due to a decrease in tax-deductible
decommissioning expense in the three months endgedhvB1, 2008 compared to the same period in 200&. effective tax rates for the three months erddarth
31, 2008 and 2007 were 33.6% and 35.7%, respegtivel
PG&E Corporation, Eliminations, and Other
Operating Revenues and Expenses

PG&E Corporation's revenues consist mainly of ig§i to its affiliates for services rendered, allbiich are eliminated in consolidation. PG&E
Corporation's operating expenses consist maingmgfloyee compensation and payments to third pddiegoods and services. Generally, PG&E Corporedi
operating expenses are allocated to affiliateses€hallocations are made without mark-up and arerelted in consolidation. PG&E Corporation’s irest expense
relates to its 9.50% Convertible Subordinated Natesis not allocated to affiliates.

There were no material changes to PG&E Corporaioperating income in the three months ended Mat¢t2008 as compared to the same period in .
LIQUIDITY AND FINANCIAL RESOURCES

Overview
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At March 31, 2008, PG&E Corporation and its sulegigis had consolidated cash and cash equivaleafgpobximately $253 million and restricted cash of
approximately $1.3 billion. At March 31, 2008, P&&orporation on a stand-alone basis had cashastdexjuivalents of approximately $191 million; thdity
had cash and cash equivalents of approximatelyn$B®n and restricted cash of approximately $1ilBdn. Restricted cash primarily consists of apxmately
$1.2 billion of cash held in escrow pending theohaion of the remaining Disputed Claims as welblaposits made under certain third-party agreemd?@&&E
Corporation and the Utility maintain separate baokounts. PG&E Corporation and the Utility primyamvest their cash in money market funds.

As of March 31, 2008, the Utility had $220 milliohletters of credit and no borrowings outstandimgler its $2.0 billion working capital facility (“w&ing
capital facility”). As of March 31, 2008, the Utility also had $73 noifliof outstanding commercial paper. The Utilityatsethe amount of its outstanding commer
paper as a reduction to the amount available uitslerorking capital facility. As of March 31, 200 Utility had $1.7 billion of shorierm debt capacity availab

As of March 31, 2008, PG&E Corporation had no lstircredit and no borrowings outstanding unde$280 million working capital facility.

During March and April 2008, the Utility repurchas®454 million of pollution control bonds series0B0A-G (“PC2005 bonds”) issued by the California
Infrastructure and Economic Development Bank toimize its interest rate risk arising from the ctetbwngrade of the bond insurer and dislocatioth@auction
rate market. The repurchases were financed thrawgdmbination of long-term and short-term debie Dtility will hold the PC2005 bonds in treasurhe Utility
expects that the PC2005 bonds will be resold du2D@B, depending on conditions in the tax-exemptlomarket. The proceeds will be used to repaytdkam
debt.

On March 3, 2008, the Utility issued $200 milliorinzipal amount of 5.625% 10-year Senior Notes alué&lovember 30, 2017, which increased the amount
of the 5.625% Senior Notes issued on December@¥,20 $700 million. Also on March 3, 2008, the f§iissued $400 million principal amount of 6.35%-Bear
Senior Notes due on February 15, 2038. The Utikpects it will issue an additional $250 millian$450 million of Senior Notes in 2008 primarilyfinance
capital expenditures.

The amount and timing of the Utility’s future fineing needs will depend on various factors, including:tfe timing and amount of forecasted capital
expenditures and any incremental capital experefitbeyond those currently forecasted; (2) the atnmfurash internally generated through normal bessn
operations; (3) the timing of the resolution of isputed Claims (upon settlement or the conclusioithe FERC and judicial proceedings) and the armhotiinteres
on these claims that the Utility will be requiredgay; and (4) the timing of the resale of the Ri&2Bonds. (See Note 10 of the Notes to the Conde@sasolidated
Financial Statements.)

On February 25, 2008, PG&E Corporation contribiggdity of $50 million to the Utility in order to rirgain the 52% common equity target authorized by
the CPUC and to ensure that the Utility has adegeoapital to fund its capital expenditures. During three months ended March 31, 2008, PG&E Catjmor
issued 1,086,926 shares of common stock upon eeeofiemployee stock options, for the account d{kOparticipants and under its Dividend Reinvesitrend
Stock Purchase Plan, generating approximately $#B@mof cash. PG&E Corporation expects to isadelitional common stock, debt, or other securitiepending
on market conditions, to fund a portion of the ititis future equity needs.

Dividends

During the three months ended March 31, 2008, tiiléypaid common stock dividends totaling $153lion, including $142 million of common stock
dividends paid to PG&E Corporation and $11 millafrcommon stock dividends paid to PG&E Holdings@,la wholly owned subsidiary of the Utility.

On January 15, 2008, PG&E Corporation paid comntecksdividends of $0.36 per share, totaling $13Miomi, including $9 million of common stock
dividends paid to EIm Power Corporation, a wholyned subsidiary of PG&E Corporation. On April 2§08, PG&E Corporation paid common stock divideofds
$0.39 per share, an increase of $0.03 per sharalw@revious level of $0.36 per share, totaliag@million, including $10 million paid to EIm Pow€orporation.

On February 15, 2008, the Utility paid cash dividemo holders of various series of preferred stndke aggregate amount of $3 million. On Febri2dy

2008, the Board of Directors of the Utility decldrividends on all outstanding series of its preféistock. The dividends, totaling $4 million, aeaeyable on May
15, 2008, to shareholders of record on April 3M&0
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Utility
Operating Activities

The Utility's cash flows from operating activitipsmarily consist of receipts from customers leagments of operating expenses, other than expsosés
as depreciation that do not require the use of.cash

The Utility's cash flows from operating activitits the three months ended March 31, 2008 and 2@6€ as follows:

Three Months Ended

March 31,
(in millions) 2008 2007
Net income $ 23€ $ 261
Adjustments to reconcile net income to net caskigdea by operating activitie 682 665
Net effect of changes in operating assets anditiabi
Accounts receivabl 88 237
Inventories 107 75
Accounts payabl 14¢ (99)
Income taxes receivable/payal (20) 41
Regulatory balancing accounts, (35€) (27E
Other current asse 104 174
Other current liabilitie: 65 (98)
Other (2) (7)
Net cash provided by operating activities $ 1,05¢ $ 974

In the three months ended March 31, 2008, net pashded by operating activities increased by agipnately $80 million from the same period in 2007,
primarily due to an approximately $230 million reureceived from the California Energy Commissit®@EC") that will be refunded to customers in 200Bhe
$230 million CEC refund was offset by a decreasepgroximately $70 million in energy supplier sattients and a decrease of approximately $35 mitlicn
to lower pension contributions.

Investing Activities

The Utility's investing activities consist of congttion of new and replacement facilities necessageliver safe and reliable electricity and natgras
services to its customers. Year-to-year variantessh used in investing activities depend prilpampon the amount and type of construction adésitwhich can
be influenced by the need to make electricity aagiral gas reliability improvements as well as toymms and other factors.

The Utility's cash flows from investing activitiésr the three months ended March 31, 2008 and 269@ as follows:

Three Months Ended

March 31,
(in millions) 2008 2007
Capital expenditure $ (853 $ 673
Net proceeds from sale of ass 6 4
Decrease (increase) in restricted c 2 (12)
Other investing activities 47 (18)
Net cash used in investing activitie $ (796) $ (698)

Net cash used in investing activities increasedpyroximately $100 million in the three months ehtitarch 31, 2008 compared to the same period in
2007, primarily due to an increase of approxima$lg0 million in capital expenditures for the Snvieter™ installation project, generation facilityespuling,
replacing and expanding gas and electric distrilousystems, and improving the electric transmissifmastructure. (See “Capital Expenditures” belpw

Financing Activities
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The Utility’s cash flows from financing activitider the three months ended March 31, 2008 and 2@6@ as follows:

Three Months Ended

March 31,

(in millions) 2008 2007
Repayments under accounts receivable facility aodkiwvg capital facility $ (250 $ (300)
Net repayment of commercial paper, net discoudomillion in 2007 (19¢) (42%)
Proceeds from issuance of long-term debt, netefjprm, discount, and issuance costs of $2 millio20d08 and $10 millior
in 2007 59¢ 69C
Long-term debt matured, redeemed, or repurch (300) -
Rate reduction bonds matur - (75)
Energy recovery bonds matur (83) (83)
Equity infusion from PG&E Corporatic 50 -
Common stock dividends pa (142 (227)
Preferred stock dividends pe ?3) ?3)
Other (7) 14

Net cash used in financing activitie: $ (335 $ (309)

In the three months ended March 31, 2008, net gast in financing activities increased by approxétya$26 million compared to the same period in
2007. This was mainly due to the following factors

« In March 2008, the Utility repurchased $300 milliohPC2005 bonds, with no similar repurchase in7200

« Proceeds from the issuance of Senior Notes wenezippately $92 million less in the three months ethdlarch 31, 2008 as compared to the same peri
2007.

« The Utility’s net repayments of commercial paper were apprdgign@227 million less in the three months endedda&81, 2008 as compared to the si
period in 2007

« The RRBs were fully repaid in December 2007. Assult, there were no debt repayments in 2008 apared to $75 million in payments for the th
months ended March 31, 20(

« The Utility received an equity infusion of $50 riolh from PG&E Corporation in February 2008, withsimilar infusion during the same period in 2007.

PG&E Corporation
Operating Activities

PG&E Corporation's consolidated cash flows fromrapeg activities consist mainly of billings to thkility for services rendered and payments for
employee compensation, and goods and servicesdgty others to PG&E Corporation. PG&E Corporatso incurs interest costs associated with itg.de

PG&E Corporation, on a stand-alone basis, did aserany material cash flow associated with opegadttivities for the three months ended March 31,
2008 and 2007.

Investing Activities

Other than payment of dividends, PG&E Corporatama stand-alone basis, did not have any mateagd low associated with investing activities foe t
three months ended March 31, 2008 and 2007.

Financing Activities

PG&E Corporation's primary sources of financingdsnon a stand-alone basis, are dividends frontli¢y, equity issuances, and external
financing. PG&E Corporation’s uses of cash, otead-alone basis, primarily relate to the paymémtoonmon stock dividends and common stock repuehas

PG&E Corporation, on a stand-alone basis, did aselany material cash flow associated with finag@ativities for the three months ended March 31,
2008 and 2007.
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CONTRACTUAL COMMITMENTS

PG&E Corporation and the Utility enter into contiaad obligations and commitments in connection waitisiness activities. These future obligations
primarily relate to financing arrangements (sucloag-term debt, preferred stock, and certain foofnegulatory financing), purchases of transp@tatapacity,
natural gas and electricity to support customerateinand the purchase of fuel and transportaticupport the Utility's generation activities. lddition to those
commitments disclosed in the 2007 Annual Reporttande arising from normal business activities, EE3@orporation and the Utility’'s commitments at MaR1,
2008 include $200 million of 5.625% Senior Noteg tNovember 30, 2017 and $400 million of 6.35% SeNiates due February 15, 2038. (See Notes 4,,5rid
11 of the Notes to the Condensed Consolidated Eiab8tatements and the 2007 Annual Report foh&rrtiscussion.)

CAPITAL EXPENDITURES

The Utility expects that capital expenditures wollal approximately $3.6 billion in 2008. Duringetthree month ended March 31, 2008, the Utilitymed
capital expenditures of approximately $853 milli@®ee “Liquidity and Financial Resources — Inveg#ctivities" above.)

The Utility forecasts that it will make various d¢@binvestments in its electric and gas transmissind distribution infrastructure to maintain @amhance
system reliability and customer service, to ext#allife of or replace existing infrastructureaid new infrastructure to meet already authorizewth, and to
implement various initiatives designed to achieperating and cost efficiencies. The Utility alsaywequest the CPUC to authorize additional capitpkenditures,
outside of the next GRC, to make the Utility’s éticdistribution reliability level more comparabtie that of other California investor-owned utéisiand other
utilities in the United States. The Ultility haselpeexploring obtaining regulatory approval for pitial investments in electric transmission projectduding a
proposed new 1,000-mile, 500-KV transmission limeun from British Columbia Canada to Northern €@ahia. On April 17, 2008, the FERC granted pdrthe
Utility’s request to allow recovery of prudentlycurred pre-commercial and abandonment costs refatiils proposed electric transmission line. Thidity cannot
predict whether the other conditions to the develept of this proposed electric transmission link lpg met.

PG&E Corporation also has been exploring poteiiiastments in natural gas transmission pipelimgepts, but it has decided not to pursue an investm
in El Paso Corporation’s proposed Ruby Pipeline April 30, 2008, PG&E Corporation terminated thtdr of intent it had entered into in December?2@h EI
Paso Corporation to acquire an interest in the ggeg Ruby Pipeline. The Utility will continue teeik CPUC approval of its natural gas transportatamtract,
entered into in December 2007, for firm servicéitsgon the proposed Ruby Pipeline for a 15-yean msmmencing in 2011 when the pipeline is propdedue
placed into service. PG&E Corporation continuepursue the development of the proposed 230-naitéfi® Connector Gas Pipeline, along with Fort Glgic
Energy Partners, L.P. and Northwest Pipeline Capam. The development of the Pacific Connectos Bieline is dependent upon the development adahgan
Cove liguefied natural gas terminal by Fort Chic&guotners, L.P. and the satisfaction of other danth and requirements.

Diablo Canyon Steam Generator Replacement Project

In November 2005, the CPUC authorized the Utilityeplace the steam generators at the two nucpeEaating units at Diablo Canyon (Units 1 and 2he T
CPUC authorized the Utility to recover costs ostproject of up to $706 million from customers with further reasonableness review; if costs extieisthreshold
the CPUC authorized the Utility to recover costsipfto $815 million, subject to reasonablenessewe\df the full amount. As of December 31, 2008, thility has
spent approximately $300 million, including progremyments, under contracts for the eight stearargéors that the Utility has ordered. The Utibiyticipates the
future expenditures will be approximately $373 mill The Utility installed four of the new stearangrators in Unit 2 during the refueling outage tegan in
February 2008 and ended in April 2008. The remgimiew generators in Unit 1 are expected to baliestin 2009.

In March 2008, the Utility and thea3tal Law Enforcement Action Network (“CLEANSEttled a complaint that CLEAN had filed in the 8pr Court for
the County of San Francisco challenging permits tte Utility had obtained from the California CtelSCommission and San Luis Obispo County relabetthé
steam generator replacement project. CLEAN hasealjto dismiss its complaint, and the Utility hgsead to fund programs to benefit the coastal aadma
environment.

New Generation Facilities

Colusa Power Plant
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On February 29, 2008, the CPUC authorized thetytiti begin the construction of the Colusa Proja@57-megawatt (“MW") combined cycle generating
facility to be located in Colusa County, Californé@ntingent on its environmental certificationtbg CEC and the CPUC'’s consideration of that deatifon. On
April 23, 2008 the CEC issued a final decision grajman environmental certification of the projedthe Utility has requested the CPUC to issueiiisl f
authorization for the Utility to begin constructiohthe project.

The Utility’s recovery of costs related to the CzduProject is subject to the initial capital casiits and operations and maintenance ratemakingaqarsly
approved by the CPUC. Subject to the timely isseafmther required permits, meeting operationglgoeance requirements and other conditions, aniicipated
that the Colusa Project will commence operatior0h0.

Potential New Utility-Owned Generation

On March 19, 2008, the Utility filed a revised 200@ng-Term Procurement Plan (“LTPP”) covering tlegipd from 2007 through 2016 to conform to
modifications required by the final CPUC decisiesued in December 2007. The revised plan updagedtility’s planning criteria and need determinations ove
10-year LTPP period. On April 1, 2008, the Utilissued a request for offers (“RFO”) for 800 todQ2MW of dispatchable and operationally flexiblengeation
resources by 2015 beyond the Utility's plannedtamd of renewable resources. Through this RFE Litility seeks to meet this electricity need thgbypower
purchase agreements or purchase and sale agregomaates which a new generating facility is constedcby a third party and sold to the Utility aftee commercie
operational performance standard is met).

On March 7, 2008, the Utility also issued an RF©800,000 to 1,600,000 MWh of renewable generatidmeicome operational beginning in 2008 and
beyond through power purchase agreements and pereima sale agreements.

The Utility has previously entered into several powurchase agreements with third parties that@méngent on the third party’s development of tieev
generation facility to provide the power to be gwased by the Utility under the agreement. To #terd that third parties fail to develop the newemtion facility
due to financial, permitting or other reasons, Utiéity may seek CPUC authorization to develop ogaire new generation facilities to ensure thatUkéty is able
to meet its customers’ demand.

PG&E Corporation and the Utility cannot predict thaent to which any of the RFOs described abovier@sult in Utility-owned generation projects et
extent to which future customer demand will be thebugh new utility-owned generation projects orichtthe Utility would be authorized to earn an ROE.

OFF-BALANCE SHEET ARRANGEMENTS

For financing and other business purposes, PG&p@ation and the Utility maintain certain arrangensethat are not reflected in their Condensed
Consolidated Balance Sheets. Such arrangememistdepresent a significant part of either PG&E fwation's or the Utility's activities or a sige#int ongoing
source of financing. These arrangements enableEPGd&rporation and the Utility to obtain financingexecute commercial transactions on more favorable
terms. For further information related to lettéicoedit agreements and the credit facilities, hee2007 Annual Report and Note 4 of the Notesi¢oQondensed
Consolidated Financial Statements.

Credit Risk

Credit risk is the risk of loss that PG&E Corpooatiand the Utility would incur if customers or coemparties failed to perform their contractual
obligations. The Ultility is exposed to a concetitraof credit risk associated with receivablesrirthe sale of natural gas and electricity to residéand small
commercial customers in northern and central Qalifo This credit risk exposure is mitigated bguiing deposits from new customers and from trousgomers
whose past payment practices are below standamatérial loss associated with the regional cometioh of retail receivables is not consideredliike

Additionally, the Utility has a concentration ofedit risk associated with its wholesale customads@unterparties mainly in the energy industrgluding
other California investor-owned electric utilitieaunicipal utilities, energy trading companiesaficial institutions, and oil and natural gas prdiduccompanies
located in the United States and Canada. Thisezuration of counterparties may impact the Utiityverall exposure to credit risk because countdgsanay be
similarly affected by economic or regulatory chaggar other changes in conditions. If a countaypl@iled to perform on its contractual obligatitmdeliver
electricity, then the Utility may find it necessaoyprocure electricity at current market pricekjeh may be higher than the contract prices. Gediated losses
attributable to receivables and electric and gasymement activities from wholesale customers anthterparties are expected to be recoverable fimtomers
through rates and are not expected to have a mkit@pact on net income.
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The Utility manages credit risk associatechiitis wholesale customers and counterparties hgraeg credit limits based on evaluations of tHgiancia
conditions, net worth, credit ratings, and othedircriteria as deemed appropriate. Credit liraitd credit quality are monitored periodically andetailed credit
analysis is performed at least annually. Furttier Utility ties many energy contracts to masteeaments that require security (referred to asditllateral”) in
the form of cash, letters of credit, corporate gnéges of acceptable credit quality, or eligibleusigies if current net receivables and replacencest exposure
exceed contractually specified limits.

The following table summarizes the Utility's neg¢dit risk exposure to its wholesale customers anohierparties, as well as the Utility's credit ristposure
to its wholesale customers or counterparties wigheater than 10% net credit exposure, at Marcl2328 and December 31, 2007:

Net Exposure

) Number of to
Gross Credit Wholesale Wholesale
Exposure ) Customer or Customer or
Before Credit Net Credit Counterparties Counterparties
(in millions) Collateral ) Credit Collateral Exposure @ >10% >10%
March 31, 2008 $ 847$ 152 $ 694 1$ 87
December 31, 200° $ 311% 91 $ 22C 23 111

W Gross credit exposure equals mark-to-market vatugnancially settled contracts, notes receivaatel net receivables (payables) where netting isr@ctually
allowed. Gross and net credit exposure amountstegbabove do not include adjustments for time eauliquidity.

@ Net credit exposure is the gross credit exposureiscredit collateral (cash deposits and lettegedit). For purposes of this table, parental gotees are not
included as part of the calculatic

CONTINGENCIES

PG&E Corporation and the Utility have significamintingencies that are discussed in Notes 10 araf tfe Notes to the Condensed Consolidated Financia
Statements.

REGULATORY MATTERS

The Utility is subject to substantial regulatioBet forth below are matters pending before the CRbkCresolution of which may affect the Utilitgad
PG&E Corporation's results of operations or finahcondition.

2008 Cost of Capital Proceeding

On April 29, 2008, a proposed decision was issndtié second phase of the CPUC’s 2008 Cost of &lgpibceeding that recommends a uniform multi-
year cost of capital mechanism for the Utility @ahd other two California investor-owned electritities that would replace the annual cost of calpit
proceeding. The utilities would be required te fillll cost of capital applications by April 20 e¥ery third year. The first application would heecbn April 20,
2010. (Under the current regulatory scheduleatieual cost of capital application is due May @ath year, to become effective on January 1 ofdfleving year.
In December 2007 the CPUC waived the requiremerthiutilities to file their 2009 Cost of Capitgbplications by May 8, 2008.) The proposed denisiould
permit the utilities to file a cost of capital afmaition earlier in extraordinary circumstances.

Under the proposed decision, the Utility’s 2008tad<capital (including an 11.35% ROE) would be mained through 2010, unless the annual automatic
adjustment mechanism described below is triggéFkd.Utility’s 2008 capital structure (including 2% equity component) would be maintained through020
unless the Utility applies for an adjustment sodresed on extraordinary circumstances.

The proposed cost of capital mechanism would udatarest rate index, the 12-month October throBghtember average of the Moody's Investors Service
("Moody's") Aa utility bond index (for A credit-radeutilities) or the Moody’s Baa utility bond indefo( B credit-rated utilities), to trigger changestihe authorized
cost of debt, preferred stock, and equity. Thepsed decision states that in any year in whiclcthieent index increases or decreases by morelfb@masis points
(the “deadband”) from the applicable Moody’s bencHmehe cost of equity would be adjusted by ond-bfthe difference between the benchmark and theeat
index. Itis unclear in the proposed decision Weetuch adjustment would be based on one-haltfeofiutll difference between the current index arelibnchmark,
or one-half of the amount that the current
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index exceeds the 100 basis point deadband. liti@udf the mechanism is triggered, the costtoofyterm debt and preferred stock would be adjustedftect the
actual August month-end embedded costs in thatamaforecasted interest rates for variable longrt@ebt and any new long-term debt and preferreckst
scheduled to be issued.

Comments on the proposed decision are due on Ma0DB. PG&E Corporation and the Utility are uratd predict whether the CPUC will adopt the
proposed decision.

Spent Nuclear Fuel Storage Proceeding

Because the U.S. Department of Energy has faile@telop a permanent national repository for thena spent nuclear fuel and high-level radioativ
waste produced by the nation's nuclear electrieggion facilities, the Utility has been storingeapnuclear fuel and high-level radioactive wastitting from its
nuclear operations at Diablo Canyon in on-siteagferpools. The Ultility believes that the existapgnt fuel pools at Diablo Canyon have sufficieapacity to
enable the Utility to operate Diablo Canyon untiit@er 2010 for Unit 1 and May 2011 for Unit 2. Tb#lity is also constructing a dry cask storageilfty at
Diablo Canyon to store spent nuclear fuel, whigxpects to complete by the end of 2008.

Although the Utility expected to begin loading speaclear fuel in 2008, the Utility currently expethat the dry cask storage facility and modifimad to
the power plant to support dry cask storage prangssill be completed in late 2008 and that thei@imovement of spent nuclear fuel to dry caskagie will begin
in June 2009. If the Utility is unable to compléte facility and load spent fuel into the dry casrage facility by October 2010 for Unit 1 or M2§11 for Unit 2,
the Utility would have to curtail or halt operat®m the unit until such time as additional safeage for spent fuel is made available.

Also, on April 30, 2008, in connection with the plarg appeal of the 2004 decision by the NuclearuRegry Commission ("NRC") to grant the Utility a
permit to construct the dry cask storage facilifig NRC set a hearing date of July 1, 2008 for argiment on whether the NRC staff sufficiently @dded the
latent health impacts and damage to property aftarpiial radiological release in its supplementalimnmental assessment report that concluded theoéd be no
significant environmental impacts from potentiatéeist acts directed at the Diablo Canyon dry cstskage facility. It is expected that the NRd wgsue a final
decision in the fourth quarter of 2008.

Energy Efficiency Programs and | ncentive Ratemaking

In January 2008, the CPUC issued a final decisiodifying the incentive ratemaking mechanism it paelviously adopted with respect to the California
investor-owned utilities’ implementation of thel@@5-2008 and 2009011 energy efficiency program cycles. The Jan@@f8 CPUC decision required the CPL
Energy Division to update the assumptions usedtimate the amount of energy savings per efficianegsure over the 3-year program period and theianud
the estimated savings that can be attributed tatiliges' programs, for purposes of assessingaoimterim basis, whether the utilities are eaditlo incentives or a
required to reimburse customers. (Under the intetaim process, 35% of the incentives or reimbuesgobligations calculated for each interim clairifi ne “held
back” until completion of measurement studies yani the actual energy savings for the entire tyesr program cycle.) It is expected that the CRUICadopt
revised assumptions by June 30, 2008 and thatB#33will complete its verification of the utilitiemstalled energy efficiency measures by July 2@)8. The
revised assumptions and verification results wallused to evaluate and measure the savings regfrtim the Utility's 2006-2008 and 2009-2011 enegfficiency
programs. It is expected that this evaluation medsurement process for 2006-2007 programs wibbepleted by September 30, 2008 and that the ywilduld
submit its interim claim shortly thereafter. Thélity’s application seeking CPUC approval of thélity’ s energy efficiency programs and funding for thet mgcle
of energy efficiency programs (2009-2011) is dueeJ®3, 2008. A final CPUC decision regarding ti@®22011 programs is expected to be issued ir2[208.

The amount of any shareholder incentitesltility may receive or the amount of any reingement obligations the Utility may incur, will dejzeon
the form of revised assumptions the CPUC adopgsletvel of energy efficiency savings actually agkik over the three-year program cycle, and the atafithe
savings attributable to the Utility’s energy eféiocy programs based on the revised assumptiongeaifidation results.

Application to Recover Hydroelectric Facility Divestiture Costs

On April 14, 2008, the Utility filed an applicatiomith the CPUC requesting authorization to recamproximately $47 million, including interest, biet
costs it incurred in connection with its effortsdetermine the market value of its

49




hydroelectric generation facilities in 2000 and 200 preparation for the planned divestiture of figlities as directed by the CPUC to further tlewelopment of a
competitive generation market in California. IM030the CPUC determined that the amount of thests @t the time, $34.8 million, was reasonablearttorized
the Ultility to track these costs and seek authtineao recover these costs in the future if thdrbglectric generation facilities were ultimatelyt wivested. The
Utility continues to own its hydroelectric geneaattiassets. The Utility's application requests thatCPUC issue a final decision in July 2008. PG&dEporation
and the Utility are unable to predict whether tH&UT will approve recovery of these costs.

RISK MANAGEMENT ACTIVITIES

The Utility and PG&E Corporation, mainly througk @wnership of the Utility, are exposed to marksk,rwhich is the risk that changes in market
conditions will adversely affect net income or célsivs. PG&E Corporation and the Utility face matkisk associated with their operations, financing
arrangements, the marketplace for electricity, redtyas, electricity transmission, natural gasdpamtation and storage, other goods and serviodsoiher aspects
their businesses. PG&E Corporation and the Utiétegorize market risks as price risk and intenastrisk. For a comprehensive discussion of PG&E
Corporation’s market risk, see the “Risk Managenfetivities” section of the MD&A in the 2007 AnnuReport. The following disclosures omit certain
information that has not changed since the 2007uAhReport was filed with the SEC.

Price Risk
Electricity Procurement

The Utility relies on electricity from a diverse xrof resources, including third-party contractscamts allocated under DWR contracts, and the ylit
own electricity generation facilities. A failure perform by any of the counterparties to eledtripurchase contracts or the DWR allocated corgnaculd reduce
the size of the Utility’s electricity supply portfo.

The Utility expects to satisfy at least some offilvecasted short position through the CPUC-apmt@antracts it has entered into in accordance igth
CPUC-approved long-term procurement plan. As dised above, the Utility filed a revised 2006 LTRMMiarch 2008 and issued a new RFO on April 1, 2008
800 to 1,200 MW of dispatchable and operationdélyible resources by 2015. The Utility recovers tlosts incurred under these contracts and otbetrieity
procurement costs through retail electricity rateg are adjusted whenever the forecasted aggregatecollections or under-collections of the Wyils procurement
costs for the current year exceed 5% of the USliprior year generation revenues, excluding ge¢ioeraevenues for DWR contracts. As long as tloest recovery
mechanisms remain in place, adverse market priaeggs are not expected to impact the Utility'smadme. The Utility is at risk to the extent thlaé CPUC may
in the future disallow portions or the full cosfsppocurement transactions.

Under California’s greenhouse gas emissions lagvStiate is considering a “cap and tragedgram that if adopted, could require entitiesutatgd under tr
law, including power generators and the Utilityptmcure greenhouse gas emissions allowances liegimm2012. Costs of such allowances could ineeghe
Utility’s electricity procurement costs, but theasenable costs of these allowances would be expaxtee recovered through retail electricity rates.

Electric Transmission Congestion Rights

Among other features, the Market Redesign and Taolgy Upgrade (“MRTU”) initiative provides that eleic transmission congestion costs and credits
will be determined between any two locations arargld to the market participants, including loawisg entities (“LSEs”)taking energy that passes between t
locations. The CAISO also will provide CongestRavenue Rights (“CRRs”) to allow market particignicluding LSEs, to hedge the financial risk @180-
imposed congestion charges in the MRTU day-ahealdlehamhe CAISO releases CRRs through an annuateordhly process, each of which includes both an
allocation phase (in which LSEs receive CRRs atosi) and an auction phase (priced at market, eaitbale to all market participants).

The Utility has been allocated and has acquirecduiion certain CRRs as of March 31, 2008 andigraties acquiring additional CRRs through the
allocation and auction phases prior to the MRTUafe date. The anticipated MRTU effective date haen delayed and a revised date has not yetdisdosed
by the CAISO. During the first quarter of 2008g tlitility participated in an auction to acquire éiahal firm electricity transmission rights (“FTR<0 hedge its
financial risk until the MRTU becomes effective.

The CRRs are accounted for as derivative instrusnamd are recorded in PG&E Corporation’s and thigyk
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Condensed Consolidated Balance Sheets at fair.vdlbe fair value of CRRs increased significantiynpared to December 31, 2007 due to the adoption of
Statement of Financial Accounting Standards (“SPA$3. 157, “Fair Value Measurements” (“SFAS No. 1)5ah January 1, 2008. (See Note 2 and 8 of thiedlo
to the Condensed Consolidated Financial Statenfientarther discussion.) Changes in the fair vadfithe CRRs are deferred and recorded in regylaocounts &
they are recoverable through rates.

Natural Gas Transportation and Storage

The Utility uses value-at-risk to measure the shalders' exposure to price and volumetric risksiltégy from variability in the price of and demafut
natural gas transportation and storage servicestheéd impact revenues due to changes in markeggeand customer demand. Valueist-measures this expos!
over a rolling 12-month forward period and assuthas the contract positions are held through exipina This calculation is based on a 99% confidelevel,
which means that there is a 1% probability thatithygact to revenues on a pre-tax basis, over tfiagd.2-month forward period, will be at leastlagge as the
reported value-at-risk. Value-at-risk uses madegt to quantify the Utility’s price exposure. Wihmarket data is not available, the Utility usestdrical data or
market proxies to extrapolate the required markéd.dValue-at-risk as a measure of portfolio Hak several limitations, including, but not limitee inadequate
indication of the exposure to extreme price moveiand the use of historical data or market protias may not adequately capture portfolio risk.

The Utility's value-at-risk calculated under thethoelology described above was approximately $28aniand $31 million at March 31, 2008 and
December 31, 2007, respectively. The Utility'shhilpw, and average value-at-risk during the yeaded March 31, 2008 and December 31, 2007 were
approximately $30 million, $22 million, and $26 hah; and $39 million, $21 million, and $29 milliprespectively.

On April 29, 2008 the Utility began using é@®%onfidence level to calculate value-at-risk fsrnatural gas and transportation services comsigii¢h
the CPUC's use of a 95% confidence level in calimgavalue-at-risk for the Utility's electricity pifolio.
Convertible Subordinated Notes

At March 31, 2008, PG&E Corporation had outstandipgroximately $280 million of 9.50% Convertiblet®udinated Notes that are scheduled to mature
on June 30, 2010. Interest is payable senmually in arrears on June 30 and December 3¢sd Bonvertible Subordinated Notes may be convéatetie option ¢
the holder) at any time prior to maturity into 1885059 shares of PG&E Corporation common stocl,anversion price of $15.09 per share. The caimerprice
is subject to adjustment for significant changethamnumber of outstanding shares of PG&E Corpmm&icommon stock. In addition, holders of the Gatible
Subordinated Notes are entitled to receive “passdtih dividends” determined by multiplying the ca¥idend paid by PG&E Corporation per share of own
stock by a number equal to the principal amournhefConvertible Subordinated Notes divided by tieversion price. On January 15, 2008 and April2(8)8,
PG&E Corporation paid a total of approximately $alion of “pass-through dividends.”

In accordance with Statement SFAS No. 133 “Accagntor Derivative Instruments and Hedging Activsti€“SFAS No. 133"), the dividend participation
rights component of the Convertible SubordinatedeNlds considered to be an embedded derivativauimsint and, therefore, must be bifurcated from the
Convertible Subordinated Notes and recorded avfdire in PG&E Corporation's Condensed Consolid&irdncial Statements. Dividend participation tgyare
recognized as operating cash flows in PG&E Corpamat Condensed Consolidated Statements of Cashsk-I€hanges in the fair value are recognized i&PG
Corporation's Condensed Consolidated Statementsofie as a non-operating expense or income (ierQticome, Net). At March 31, 2008, the totalrestied
fair value of the dividend participation rights cpament, on a pre-tax basis, was approximately $il®m of which $27 million was classified as arcent liability
(in Current Liabilities - Other) and $36 millionas classified as a noncurrent liability (in NonemtrLiabilities - Other) in the accompanying Consteth
Consolidated Balance Sheets. At December 31, 20868%ptal estimated fair value of the dividend jggwation rights component, on a pre-tax basis, was
approximately $62 million, of which $25 million watassified as a current liability (in Current Liktiies - Other) and $37 million was classifiedasoncurrent
liability (in Noncurrent Liabilities - Other) in thhaccompanying Consolidated Balance Sheets. HBeeutt factor used to value these rights was afjust January
1, 2008 in order to comply with the provisions &8 No. 157, resulting in a $6 million increasevalue, of which approximately $1 million was cldi&sd as a
current liability (in Current Liabilities - Othegnd $5 million was classified as a noncurrent lighfin Noncurrent Liabilities - Other) in the a@mpanying
Condensed Consolidated Balance Sheets. (See Ndt#& Notes to the Condensed Consolidated FiahStatements for further discussion of the impletagon
of SFAS No. 157.)

Interest Rate Risk
Interest rate risk sensitivity analysis is used@asure interest rate risk by computing estimaleahges in cash flows as a result of assumed chamges

market interest rates. At March 31, 2008, if intrates changed by 1% for all current variaktie dabt issued by PG&E Corporation and the Utiling change
would affect net income by approximately $4 millidrased on net variable rate debt and other irtteates sensitive instruments outstanding.
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CRITICAL ACCOUNTING POLICIES

The preparation of Condensed Consolidated FinaSt&tements in accordance with accounting prinsigknerally accepted in the United States of
America involves the use of estimates and assumgptitat affect the recorded amounts of assetsiabitities as of the date of the financial statetseand the
reported amounts of revenues and expenses duengplorting period. The accounting policies dématibelow are considered to be critical accourpimigcies due
in part, to their complexity and because their mapion is relevant and material to the financiasition and results of operations of PG&E Corpamatnd the
Utility, and because these policies require theaiseaterial judgments and estimates. Actual tssuby differ substantially from these estimat€bese policies
and their key characteristics are discussed inldetdne 2007 Annual Report. They include:

« regulatory assets and liabilities;

« unbilled revenues;

« environmental remediation liabilities;

« asset retirement obligations;

« income taxes; and

« pension and other postretirement benefits.

On January 1, 2008, PG&E Corporation and the Ytddlopted the provisions of SFAS No. 157, “FairaéaMeasurements” (See New Accounting
Pronouncements in the Management Discussion antyg¢isaNote 2, and Note 8 of the Notes to the Coseéd Consolidated Financial Statements for further
discussion), which are also considered criticabaating policies. Additionally, PG&E Corporationdithe Utility adopted the provisions of Finandkicounting
Standards Board (“FASB”) Staff Position on Intetpt®n 39, “Amendment of FASB Interpretation No” 88ee Note 2 of the Condensed Consolidated Fimhnci
Statements for further discussion).

For the period ended March 31, 2008, there wereéhaoges in the methodology for computing critical@mting estimates, no additional accounting
estimates met the standards for critical accourgmigies, and there were no material changeseontiportant assumptions underlying the criticaloacting
estimates.

NEW ACCOUNTING POLICIES
Fair Value Measuremen

On January 1, 2008, PG&E Corporation and the Ytidopted the provisions of SFAS No. 157. SFAS M. establishes a fair value hierarchy that
prioritizes inputs to valuation techniques usedasure fair value. The objective of a fair vatlusasurement is to determine the price that wouldbeived to sell
an asset or paid to transfer a liability in an olyd&ransaction between market participants attleasurement date, or the “exit price.” The hidramgives the
highest priority to unadjusted quoted prices invactnarkets for identical assets or liabilities Ykl measurements) and the lowest priority to seolmble inputs
(Level 3 measurements). Assets and liabilitiesctassified based on the lowest level of input thatignificant to the fair value measurement. Retes 2 and 8 of
the Notes to the Condensed Consolidated Finantagédi®ents for further discussion on SFAS No. 183 .Level 3 measurements are based on unobservghlesj
significant judgment may be used in the valuatibthese instruments. Accordingly, the followindl@sets forth the fair values of instruments dfaesbas Level 3
within the fair value hierarchy, along with a bragscription of the valuation technique for eagbetpf instrument:

Level 3 Instruments at Fair Value

Value as of
(in millions) March 31, 200¢
Nuclear Decommissioning Fun $ 7
Long Term Disability Trus 103
Price Risk Management Instrume 29¢
Dividend Participation Right (63)
Other (2
Total Level 3 $ 344
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Level 3 fair value measurements represent 13%eofdtal net value of all fair value measurement8@&E Corporation. During the three month period
ended March 31, 2008, there were no material ineseasdecreases in Level 3 assets or liabilitissltiag from a transfer of assets or liabilitiesrfr, or into, Level
1 or Level 2. The majority of these instruments accounted for in accordance with SFAS No. 71 ctAmting for the Effects of Certain Types of Regjola” as
amended, as they are expected to be recoverefuodesl through regulated rates. Therefore, chaimgiee aggregate fair value of these assets abdilies
(including realized and unrealized gains and lgsaesrecorded within regulatory accounts on tHar sheet with the exception of the dividendipigetion rights
which are held by PG&E Corporation. The changdbéndividend participation rights are reflecteddther Income, Net in PG&E Corporation’s Condensed
Consolidated Statements of Income. Additionalhamges in the fair value of the Level 3 Instrumelisnot have a material effect on liquidity angbital resources
as of March 31, 2008.

Nuclear Decommissioning Funds and Long Term Disabty Trust

The nuclear decommissioning funds and the largy disability trust primarily hold equities, dedgtcurities, mutual funds, and life insurance pedic Thes
instruments are generally valued based on unadjystees in active markets for identical transawtior unadjusted prices in active markets for simil
transactions. Commingled funds within these truspsesent the Utility’s shares of money marketiuheld. Due to liquidity restrictions and lackaof active
market for individual shares of money market furmsnmingled funds are classified as Level 3. Thedl 3 nuclear decommissioning fund assets di¢hahge
significantly from January 1, 2008 to March 31, 80he Level 3 long-term disability trust assetsréased from $69 million at January 1, 2008 to3®hdlion at
March 31, 2008. The $34 million increase was prifpatue to purchases of commingled fund investments.

Price Risk Management Instruments

The price risk management instrument category nspsed of physical and financial derivative contsancluding futures, forwards, options, and swaps
that are both exchange-traded and over-the-co(f@diC") traded contracts. When necessary, PG&EpBmation and the Utility generally use similar misdi®
value similar instruments. Since the Utility’s ¢xatts are used within the regulatory frameworgutatory accounts are recorded to offset the aasetigains and
losses of these derivatives, which will be reflddtefuture rates. The Level 3 price risk manageniestruments increased from $115 million as ofuay 1, 2008
to $299 million as of March 31, 2008. This $184limil increase was primarily due to an increaseoimmodity prices on March 31, 2008 as compared toalar,
2008.

All options (exchange-traded and OTC) are valuedguthe Blacks Option Pricing Model and classified as Level 3amgements primarily due to volatili
inputs.

CRRs, FTRs, and DR Contracts are new and/or comptsuments that have immature or limited mark€@®Rs allow market participants, including
LSEs, to hedge the financial risk of CAISO-imposedgestion charges in the MRTU day-ahead markeRsFalllow market participants, including LSEs to ¢ed
financial risk of CAISO-imposed congestion chargethe day-ahead market prior to the operatiohefMRTU day-ahead market. DRs allow market paraicig,
including LSEs to hedge financial risk associatéith\wcreased energy prices resulting from incrdat®mand on the electricity grid. As the marketstiiese
instruments have minimal activity, observable isputay not be available in pricing these instrumeiitserefore, the pricing models used to valuedhestruments
often incorporate significant estimates and assiamgthat market participants would use in priding instrument. Accordingly, they are classifisd_avel 3
measurements. When available, observable marketisiased to calibrate pricing models.

The remaining Level 3 price risk management inseois are OTC derivative instruments that are valisidg pricing models based on the net presene
of estimated future cash flows based on brokereatat quotations. Such instruments are generlagsified within Level 3 of the fair value hieraych

Dividend Participation Rights

The dividend participation rights of the Convertit8ubordinated Notes are considered to be embetigtadtive instruments in accordance with SFAS No.
133 and, therefore, are bifurcated. They are ¥bhased on the net present value of estimatedefeash flows using internal estimates of company
dividends. These rights are recorded in the Cuitribilities-Other and Noncurrent Liabilities- Gthfinancial statement in the Condensed Consolitlaieancial
Statements. See Note 4 of the Notes to the CordeBsnsolidated Financial Statements for furthsculsion of these instruments.

See Notes 2 and 8 of the Notes to the Condensesioidated Financial Statements for further disaussin other new accounting policies.
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ACCOUNTING PRONOUNCEMENTS ISSUED BUT NOT YET ADOPTE D
Disclosures about Derivative I nstruments and Hedging Activities - an amendment of FASB Statement No. 133

In March 2008, the FASB issued SFAS No. 161, “Disares about Derivative Instruments and Hedgingvaiets, an amendment of SFAS No. 133or
(“SFAS No. 161"). SFAS No. 161 amends and expdhdslisclosure requirements of SFAS No. 133. Atityeis required to provide qualitative disclosusgsout
objectives and strategies for using derivativesngjtative disclosures on fair value amounts of gaiths and losses on derivative instruments, asclatiures relatir
to credit-risk-related contingent features in detive agreements. SFAS No. 161 is effective prasgaly for fiscal years beginning after Novembér 1
2008. PG&E Corporation and the Utility are curhgrivaluating the impact of SFAS No. 161.

ENVIRONMENTAL MATTERS

The Utility may be required to pay for environmdmtamediation at sites where it has been, or mawlpotentially responsible party under environraknt
laws. Under Federal and California laws, the ttithay be responsible for remediation of hazardmusstances at former manufactured gas plant piv@ger plant
sites, and sites used by the Utility for the steragcycling or disposal of potentially hazardowstenals, even if the Utility did not deposit thaagéhstances on the
site.

The cost of environmental remediation is diffidaltestimate. The Utility records an environmengahediation liability when site assessments indicat
remediation is probable and it can estimate a rafigeasonably likely clean-up costs. The Utiligviews its remediation liability on a quarterlysis| The liability
is an estimate of costs for site investigationsygdiation, operations and maintenance, monitoang, site closure using current technology, andidensg enacted
laws and regulations, experience gained at sirsitas and an assessment of the probable leveVolviement and financial condition of other poteltyiaesponsible
parties. Unless there is a better estimate withisirange of possible costs, the Utility recoitus ¢osts at the lower end of this range. Thety#stimates the upper
end of this cost range using reasonably possilieomes that are least favorable to the Utilityis lteasonably possible that a change in thesa&®s may occur in
the near term due to uncertainty concerning thityJsi responsibility, the complexity of environntahlaws and regulations, and the selection of d@npe
alternatives.

The Utility had an undiscounted and gross enviramadeemediation liability of approximately $555lhain at March 31, 2008, and approximately $528
million at December 31, 2007. The $555 millionraed at March 31, 2008 consists of:

« Approximately $228 million for remediation at théniKley and Topock natural gas compressor sites;
« Approximately $90 million related to remediationditested generation facilitie
« Approximately $185 million related to remediatiomsts for the Utility’s generation and other fadl, thirdparty disposal sites, and manufactured gas
sites owned by the Utility or third parties (inciod those sites that are the subject of remediaiidiers by environmental agencies or claims byctireen
owners of the former manufactured gas plant sites)
« Approximately $52 million related to remediatiorst®for fossil decommissioning sites.
Of the approximately $555 million environmental exdiation liability, approximately $133 million hagen included in prior rate setting proceedingse T
Utility expects that an additional amount of appneately $335 million will be recoverable in futurates. The Utility also recovers its costs fromsuirance carriers
and from other third parties whenever possibley Amounts collected in excess of the Utility'smlie obligations may be subject to refund to custsm
The Utility's undiscounted future costs could irese to as much as $912 million if the other posdigtresponsible parties are not financially alole t
contribute to these costs, or if the extent of aonhation or necessary remediation is greater émaicipated. The amount of approximately $912iomlldoes not

include any estimate for any potential costs ofediation at former manufactured gas plant sitesealyy others, unless the Utility has assumed ltgldir the site,
the current owner has asserted a claim againsitility, or the Utility has otherwise determinedstprobable that a claim will be asserted.
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In July 2004, the U.S. Environmental Protection Age(“EPA”) published regulations under Section @)&f the Clean Water Act that apply to existing
electricity generation facilities that use overrbillion gallons of water per day, which typicallyalude some form of "once-through" cooling in whighter from
natural bodies of water is used to cool a geneggdtnility and the heated water is discharged battkthe source. The Utility's Diablo Canyon powéant is among
an estimated 539 generation facilities nationwigs tire affected by this rulemaking. The EPA ratiohs are intended to reduce impacts to aquagiarosms by
establishing a set of performance standards foirgpwater intake structures. These regulatiofmnasite-specific compliance measures if a facityost of
compliance is significantly greater than either tle@efits to be achieved or the compliance costsidered by the EPA. The EPA regulations alsonatite use of
environmental mitigation or restoration to meet pience requirements in certain cases. In resptinee EPA regulations, in March 2008, the CalifarState
Water Resources Control Board (“Water Board”) petitd a revised draft of its proposed policy forif6atia’s implementation of Section 316(b) that vaaiginally
issued in June 2006 and that proposes to elimthatEPA's site-specific compliance options, altHotige draft state policy would permit environmeméstoration
as a compliance option for nuclear facilities # hstallation of cooling towers would conflict Wit nuclear safety requirement.

Various parties separately challenged the EPAslatigns in court and the EPA regulations were endpd. The cases were consolidated in the U.StCou
of Appeals for the Second Circuit (“Second CirclitTn January 2007, the Second Circuit remandgwifséant provisions of the regulations to the EféA
reconsideration and held that a cost-benefit testdcnot be used to comply with performance stasslar to obtain a variance from the standards. S¢eond
Circuit also ruled that environmental restoratiammot be used to comply with the standard. In A998, the U.S. Supreme Court indicated it williesv the
Second Circuit decision regarding the cost-beneit. It is uncertain when the Supreme Courtiagile a decision. Depending on the form of thal fiagulations
that may ultimately be adopted by the EPA or thedBoard, the Utility may incur significant capiexpense to comply with the final regulations, e¥hthe Utility
would seek to recover through rates. If eitherfihal regulations adopted by the EPA or the Wateard require the installation of cooling tower$ablo Canyon
and if installation of such cooling towers is nethnically or economically feasible, the Utility ynbe forced to cease operations at Diablo Canyon.

TAX MATTERS

In the first quarter of 2008, PG&E Corporation fined a settlement with the IRS appellate divisiontax years 1997-2000. This settlement did esult
in material changes to unrecognized tax benefiBegember 31, 2007 that PG&E Corporation recognizeter FASB Interpretation No. 48, “Accounting for
Uncertainty in Income Taxes” (“FIN 48").

In addition, during the first quarter of 2008, PG&Brporation reached a tentative settlement wighlRS for tax years 2001-2002 that would resolsees
raised by the IRS with respect to several significkeductions taken by PG&E Corporation relatelb$ses sustained at National Energy & Gas Transmniss
Inc. The IRS has indicated that it intends towaltieductions in its audits of PG&E Corporation’s taturns for tax years 2003-2004 that it disalldwetax years
2001-2002. The tentative settlement also wouldlvescertain issues related to the Utility. Remrainssues that are not part of the tentativeesitint, including
whether PG&E Corporation is entitled to $104 miilim synthetic fuel tax credits, will be referredthe IRS appellate division.

The IRS has indicated that it intends to completaidit examination of tax years 2003-2004 bythiirel quarter of 2008. The settlement of the 22002
audit and the 2003-2004 audit would be subjecpforaval by the U.S. Congress’ Joint Committee oxafian.

As a result of the anticipated resolution of th@ 22004 audits as described above, it is reasompdsyible that the liability associated with unigruaed
tax benefits could decrease in the next 12 mongrenbamount ranging from $0 to $200 million for PE&orporation, and from $0 to $100 million for thdlity.

PG&E Corporation expects the IRS to begin its afaditax years 2005-2006 during the second quaftg008. The audit for the 2007 tax year will bregi
shortly after PG&E Corporation files its tax retloy September 15, 2008. Finally, the 2008 tax yakibe under audit as part of the IRS’ Compliafkssurance
Process, a real-time audit process.

Currently, PG&E Corporation has $247 million of éedl capital loss carry forwards based on tax nstas filed from the disposition of NEGT stock in
2004, which, if not used by December 2009, williexp The settlement of the 2001-2002 audit togettith the completion of the 2003-2004 audit coréddult in
utilization of a significant portion of the federapital loss carry forwards. However, becausesétgdement of the 2003-2004 audit remains unaerte benefits
have been recognized.
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The California Franchise Tax Board is currentlyiind PG&E Corporation’s 2004 and 2005 combinedifGaiia income tax returns. To date, no
adjustments have been proposed. In addition tfetheral capital loss carry forwards, PG&E Corpioratas $2.1 billion of California capital loss gaforwards
based on tax returns as filed, the majority of Wwhi€not used by 2008, will expire.

LEGAL MATTERS

PG&E Corporation and the Utility are subject toigas laws and regulations and, in the normal coafdrisiness, PG&E Corporation and the Utility are
named as parties in a number of claims and lawsuits

In accordance with SFAS No. 5, "Accounting for Gogéncies," PG&E Corporation and the Utility makpravision for a liability when it is both probable
that a liability has been incurred and the amodithh® loss can be reasonably estimated. Thesespos are reviewed quarterly and adjusted to ceflee impacts «
negotiations, settlements and payments, rulingscadf legal counsel and other information andnésgertaining to a particular matter. In assegsirch
contingencies, PG&E Corporation's and the Utilipddicy is to exclude anticipated legal costs.

The accrued liability for legal matters is includad®G&E Corporation's and the Utility's Currenahilities - Other in the Condensed ConsolidatechBed
Sheets, and totaled approximately $56 million atdfie81, 2008 and approximately $78 million at Decengi, 2007.

After considering the above accruals, PG&E Corponaand the Utility do not expect that losses aisged with legal matters will have a material imipac
their financial condition or results of operations.
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ITEM 3 : QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

PG&E Corporation and the Utility'srpary market risk results from changes in enengggs. PG&E Corporation and the Utility engaggiite risk
management (“PRM”) activities for non-trading puspe only. Both PG&E Corporation and the Utilityymeangage in these PRM activities using forward s,
futures, options, and swaps to hedge the impactaoket fluctuations on energy commodity prices imterest rates (see the “Risk Management Activitsestion
included above under Item 2: Management's Discosang Analysis of Financial Condition and Resuft©perations).

ITEM 4 : CONTROLS AND PROCEDURES

Based on an evaluation of PG&E Caafion and the Utility's disclosure controls andgadures as of March 31, 2008, PG&E Corporatiamithe
Utility's respective principal executive officemsdaprincipal financial officers have concluded thath controls and procedures are effective torertbat
information required to be disclosed by PG&E Cogtimn and the Utility in reports the companies fitesubmit under the Securities and Exchange A¢98% (‘the
Act”) is recorded, processed, summarized, and tegawithin the time periods specified in the SE@swand forms. In addition, PG&E Corporation's #rel
Utility's respective principal executive officemsdaprincipal financial officers have concluded thath controls and procedures were effective inremg that
information required to be disclosed by PG&E Cogtimn and the Utility in the reports that PG&E Cargtion and the Utility file or submit under thetAs
accumulated and communicated to PG&E Corporatiantsthe Utility’s management, including PG&E Comgdton's and the Utility's respective principal extee
officers and principal financial officers, or pensoperforming similar functions, as appropriataltow timely decisions regarding required discl@sur

There were no changes in internatrais over financial reporting that occurred dgrthe quarter ended March 31, 2008 that have nadliesffected, or
are reasonably likely to materially affect, PG&Er@aration's or the Utility's internal controls ovfarancial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Solano County District Attorney’s Office

In a letter dated July 11, 2007, the Solano Coligyrict Attorney's Office stated its intentionfite a civil complaint against the Utility for reod-keeping
violations related to an underground storage tartkeaUtility’s service center in Vallejo, Califam The letter attached a copy of the draft complavhich detailed
a series of alleged California Health and SafetgeCiecord-keeping violations, some of which dateklia 2004. Alleged violations include failing ¢omplete
inspections, testing, and certifications, and t«enacords available to the County. Under thef@alia Health and Safety Code, penalties of upa@®0 per day
for each violation may be assessed. The draft mpmlso seeks penalties for unfair and unlawfiginess practices under California Business aof§sions
Code Section 17200, under which penalties of Ug2t600 per violation may be assessed. There aaflegations related to the discharge of any hamesd
substances. The Utility has investigated the atiegs and has reached agreement with the Digttiotney. Pursuant to that agreement, a stiputdfdo entry of
final judgment and a complaint were filed simultansly on April 8, 2008. The terms of the judgmerdvide that the Utility will pay a total of $75,82nd will
comply with injunctive provisions requiring compiiee with applicable regulations and certificatiémsunderground storage tanks owned and operat8dlamo
County for three years.

ITEM 1A. RISK FACTORS

The discussion of the Utility’s efforts to storeesip nuclear fuel appearing in the 2007 Annual Repoder the heading “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiiems — Risk Factors” under following captioiitie operation and decommissioning of the Utilityislear
power plants expose it to potentially significaabilities and capitalexpenditures that it may not be able to recovemfits insurance or other source, adversely
affecting its financial condition, results of op&cas, and cash flowfs updated as follows to reflect the new date thatUtility expects it will begin loading spent
fuel into the dry cask storage facility:

Because the U.S. Department of Energy has failegtelop a permanent national repository for theona spent nuclear fuel and high-level radioativ
waste produced by the nation's nuclear electrieggion facilities, the Utility has been storingeapnuclear fuel and high-level radioactive wastitting from its
nuclear operations at Diablo Canyon in on-siteagferpools. The Utility believes that the existapgnt fuel pools at Diablo Canyon have sufficieapacity to
enable the Utility to operate Diablo Canyon untiit@er 2010 for Unit 1 and May 2011 for Unit 2. Tb#lity is also constructing a dry cask storageilfty at
Diablo Canyon to store spent nuclear fuel whigxpects to complete by the end of 2008.

Although the Utility expected to begin loading speaclear fuel in 2008, the Utility currently expethat the dry cask storage facility and modifimad to
the power plant to support dry cask storage prangssill be completed in late 2008 and that theéi@himovement of spent nuclear fuel into dry steragll begin in
June 2009. If the Utility is unable to complete facility and load spent fuel into the dry caskage facility by October 2010 for Unit 1 or May120for Unit 2, the
Utility would have to curtail or halt operationsthie unit until such time as additional safe sterfay spent fuel is made available.

Also, on April 30, 2008, in connection with the plarg appeal of the 2004 decision by the NuclearuRegry Commission ("NRC") to grant the Utility a
permit to construct the dry cask storage facilifig NRC set a hearing date of July 1, 2008 for arglment on whether the NRC staff sufficiently @dded the
latent health impacts and damage to property aitarpiial radiological release in its supplementalimnmental assessment report that concluded theoéd be no
significant environmental impacts from potentiatéeist acts directed at the Diablo Canyon dry cstskage facility. It is expected that the NRd wgsue a final
decision in the fourth quarter of 2008.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the quarter ended March 31, 2008, PG&E Craan made an equity contribution of $50 millianthe Utility in order to maintain the 52% comrr
equity target authorized by the CPUC and to enthakthe Utility has adequate capital to fund @pital expenditures.

Issuer Purchases of Equity Securities

PG&E Corporation common stock:
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Total Number of

Shares PurchasedApproximate Dollar Value

as Part of Publicly of Shares that May Yet be
Total Number of Average Price  Announced Plans o Purchased Under the

Period Shares Purchasec Paid Per Share Programs Plans or Programs

January 1 through January 31, 2( 2,7779 ¢ $43.2¢ -$ -
February 1 through February 28, 2( -3 - -$ -
March 1 through March 31, 20( - $ - -$ -
Total 2,777 $ $43.25 -$ -

®on January 2, 2008, Mary S. Metz, a director of PG&dEporation and the Utility, delivered 2,777 of lsbiares of PG&E Corporation common stock to PG&E
Corporation to pay the exercise price in connectith an exercise of options to purchase PG&E Crappon common stock. This transaction was repooted
Form 4 filed with the SEC on January 4, 20

During the first quarter of 2008, the Utility digdtredeem or repurchase any shares of its varenisssof preferred stock outstanding.

ITEM 5. OTHER INFORMATION

Ratio of Earnings to Fixed Charges and Ratio of Earings to Combined Fixed Charges and Preferred StocRividends

The Utility's earnings to fixed cbas ratio for the three months ended March 31, 20982.62. The Utility's earnings to combined dixdnarges and
preferred stock dividends ratio for the three merghded March 31, 2008 was 2.57. The statemehedbregoing ratios, together with the statemehtse
computation of the foregoing ratios filed as Extsti2.1 and 12.2 hereto, are included herein f@ptirpose of incorporating such information andikikhinto the
Utility's Registration Statement Nos. 33-62488 888-149361 relating to various series of the Wtgifiirst preferred stock and its senior notespeetively.

3.1

3.2

4.1

10.1*

10.2*

10.3*

10.4*

10.5*

ITEM 6. EXHIBITS
Bylaws of PG&E Corporation, as amended as of May2D08
Bylaws of Pacific Gas and Electric Company, as atedras of May 14, 20C
Third Supplemental Indenture dated as of March B82@lating to the issuance of 5.625% Senior NdtesNovember 30, 2017 and 6.35% Senior
Notes due February 15, 2038 (incorporated by raferéo Pacific Gas and Electric Comp’s Current Report on Form 8-K dated March 3, 2008
(File No. 1-2348), Exhibit 4.1

Resolution of the PG&E Corporation Board of Direstdated February 20, 2008, adopting director corsgigon arrangement effective Januar
2008 (incorporated by reference to PG&E Corpori's Form 1K for the year ended December 31, 2007 (File 1-12609), Exhibit 10.28

Resolution of the Pacific Gas and Electric CompBogrd of Directors dated February 20, 2008, adgpdinector compensation arrangem
effective January 1, 2008 (incorporated by refeediocPacific Gas and Electric Company’s Form 1®Kthe year ended December 31, 2007 (File
No. 1-2348), Exhibit 10.29

Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Barbara BarcdediMarch 3, 200

Separation Agreement between PG&E Corporation aridaBert Powell dated March 6, 20

Form of Restricted Stock Agreement for 2008 gramider the PG&E Corporation 2006 L-Term Incentive Plal
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10.6*

11

12.1

12.2

311

31.2

32.1**

32.2%*

Form of Performance Share Agreement for 2008 gramdgr the PG&E Corporation 2006 L«-Term Incentive Plal

Computation of Earnings Per Common St

Computation of Ratios of Earnings to Fixed Charfges’acific Gas and Electric Compa

Computation of Ratios of Earnings to Combined Figdthrges and Preferred Stock Dividends for PaGifis and Electric Compal

Certifications of the Chief Executive Officer arietChief Financial Officer of PG&E Corporation réma by Section 302 of the Sarba-Oxley
Act of 2002

Certifications of the Chief Executive Officer arfetChief Financial Officer of Pacific Gas and Etec€ompany required by Section 302 of
Sarbane-Oxley Act of 2002

Certifications of the Chief Executive Officer arfitetChief Financial Officer of PG&E Corporation réeal by Section 906 of the Sarbanes-Oxley
Act of 2002

Certifications of the Chief Executive Officer aretChief Financial Officer of Pacific Gas and Etec€ompany required by Section 906 of the
Sarbane-Oxley Act of 2002

* Management contract or compensatory agreel
**Pyrsuant to Item 601(b) (32) of SEC Regulatic-K, these Exhibits are furnished rather than filathwhis report.
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SIGNATURES
Pursuant to the requirements of3beurities Exchange Act of 1934, the registrant® ftuly caused this Quarterly Report on Form 1@ Q¢ signed on
their behalf by the undersigned thereunto duly eled.
PG&E CORPORATION
Christopher P. Johr
Christopher P. Johr
Senior Vice President, Chief Financial Officer, dngasurer
(duly authorized officer and principal financiafioér)
PACIFIC GAS AND ELECTRIC COMPANY
Barbara L. Barcol
Barbara L. Barcon

Vice President, Finance and Chief Financial Officer
(duly authorized officer and principal financiafioér)

Dated: May 6, 2008
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EXHIBIT INDEX
Bylaws of PG&E Corporation, as amended as of May2D08
Bylaws of Pacific Gas and Electric Company, as atedras of May 14, 20
Third Supplemental Indenture dated as of March B82@lating to the issuance of 5.625% Senior NdtesNovember 30, 2017 and 6.35% Senior
Notes due February 15, 2038 (incorporated by rateréo Pacific Gas and Electric Comp’s Current Report on Form 8-K dated March 3, 2008
(File No. 1-2348), Exhibit 4.1

Resolution of the PG&E Corporation Board of Direstdated February 20, 2008, adopting director corsgiion arrangement effective January 1,
2008 (incorporated by reference to PG&E Corpori's Form 1K for the year ended December 31, 2007 (File -12609), Exhibit 10.28

Resolution of the Pacific Gas and Electric CompBowrd of Directors dated February 20, 2008, adgpdinector compensation arrangement
effective January 1, 2008 (incorporated by refeediocPacific Gas and Electric Company’s Form 1®Kthe year ended December 31, 2007 (File
No. 1-2348), Exhibit 10.29

Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Barbara BarcdediMarch 3, 200

Separation Agreement between PG&E Corporation aridaBert Powell dated March 6, 20

Form of Restricted Stock Agreement for 2008 gramider the PG&E Corporation 2006 L-Term Incentive Plal

Form of Performance Share Agreement for 2008 gramdgr the PG&E Corporation 2006 L«-Term Incentive Plal

Computation of Earnings Per Common St

Computation of Ratios of Earnings to Fixed Charfges’acific Gas and Electric Compa

Computation of Ratios of Earnings to Combined Figdthrges and Preferred Stock Dividends for PaGifis and Electric Compal

Certifications of the Chief Executive Officer arfetChief Financial Officer of PG&E Corporation réma by Section 302 of the Sarba-Oxley
Act of 2002

Certifications of the Chief Executive Officer aretChief Financial Officer of Pacific Gas and Etec€ompany required by Section 302 of the
Sarbane-Oxley Act of 2002

Certifications of the Chief Executive Officer arfitetChief Financial Officer of PG&E Corporation réeal by Section 906 of the Sarbanes-Oxley
Act of 2002

Certifications of the Chief Executive Officer aretChief Financial Officer of Pacific Gas and Etec€ompany required by Section 906 of the
Sarbane-Oxley Act of 2002

* Management contract or compensatory agreel
**Puyrsuant to Item 601(b) (32) of SEC Regulatic-K, these Exhibits are furnished rather than filathwhis report.
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Exhibit 3.1

Bylaws
of

PG&E Corporation
amended as of May 14, 2008

Article I.
SHAREHOLDERS.

1. Place of Meeting. All meetings of the shareholders shall be helthe office of the Corporation in the City and @tuof San Francisco, State of
California, or at such other place, within or witthdhe State of California, as may be designatethbyBoard of Directors.

2. Annual Meetings. The annual meeting of shareholders shall be éwtth year on a date and at a time designatecetydard of Directors.

Written notice of the annual meeting shall be gimehless than ten (or, if sent by third-class pthikty) nor more than sixty days prior to theealaf the
meeting to each shareholder entitled to vote thier€ae notice shall state the place, day, and bbsuch meeting, and those matters which the Beaarthe time of
mailing, intends to present for action by the shalgers.

Notice of any meeting of the shareholders shalligen by mail or telegraphic or other written commioation, postage prepaid, to each holder of reofrd
the stock entitled to vote thereat, at his addr@s#, appears on the books of the Corporation.

At an annual meeting of shareholders, only suclinless shall be conducted as shall have been pydperlight before the annual meeting. To be prgperl
brought before an annual meeting, business mu@} bpecified in the notice of the annual meetinggny supplement thereto) given by or at the timacof the
Board, or (ii) otherwise properly brought before #innual meeting by a shareholder. For busindss pyoperly brought before an annual meeting Slyaaeholder,
including the nomination of any person (other thgrerson nominated by or at the direction of tharBpfor election to the Board, the shareholdertrhase given
timely and proper written notice to the Corporager@tary of the Corporation. To be timely, therghalder’s written notice must be received at thieqgipal
executive office of the Corporation not less tharyf-five days before the date corresponding tontiading date of the notice and proxy materialstfar prior year’s
annual meeting of shareholders; provided, howehat,if the annual meeting to which the sharehddderitten notice relates is to be held on a datt tiffers by
more than thirty days from the date of the lastimhmeeting of shareholders, the shareholder’'demritotice to be timely must be so received nef lttan the close
of business on the tenth day




following the date on which public disclosure oétthate of the annual meeting is made or givenaoettolders. Any shareholder’s written notice thatelivered
after the close of business (5:00 p.m. local timél)be considered received on the following busiéay. To be proper, the shareholder’s writtditaonust set
forth as to each matter the shareholder proposesrtg before the annual meeting (a) a brief desiom of the business desired to be brought befeeannual
meeting, (b) the name and address of the shareteddbey appear on the Corporation’s books, @)xthss and number of shares of the Corporatidratiea
beneficially owned by the shareholder, and (d) mayerial interest of the shareholder in such bssinén addition, if the shareholder’s written netrelates to the
nomination at the annual meeting of any persorelection to the Board, such notice to be propertrais® set forth (a) the name, age, business asicied
residence address of each person to be so nomirfajetie principal occupation or employment offeaach person, (c) the number of shares of cagiitak of the
Corporation beneficially owned by each such persod, (d) such other information concerning eacth ggrson as would be required under the ruleseof th
Securities and Exchange Commission in a proxy rsiité soliciting proxies for the election of suchiqmn as a Director, and must be accompanied byseot,
signed by each such person, to serve as a Direttbe Corporation if elected. Notwithstanding timiyg in the Bylaws to the contrary, no businesalldte
conducted at an annual meeting except in accordaiticehe procedures set forth in this Section.

3. Special Meetings Special meetings of the shareholders shall bedchy the Corporate Secretary or an Assistanp@ate Secretary at any time
on order of the Board of Directors, the Chairmarthef Board, the Vice Chairman of the Board, theian of the Executive Committee, the Chief Exeaati
Officer, or the President. Special meetings ofgh@reholders shall also be called by the Corp@ateetary or an Assistant Corporate Secretary thpowritten
request of holders of shares entitled to castess than ten percent of the votes at the meeSugh request shall state the purposes of the ngeetiral shall be
delivered to the Chairman of the Board, the Vicai@han of the Board, the Chairman of the Execu@eenmittee, the Chief Executive Officer, the Presider the
Corporate Secretary.

A special meeting so requested shall be held oddterequested, but not less than thirty-fivemore than sixty days after the date of the original
request. Written notice of each special meetinghafreholders, stating the place, day, and hosudfi meeting and the business proposed to be ttadshereat,
shall be given in the manner stipulated in Articl8ection 2, Paragraph 3 of these Bylaws withiartty days after receipt of the written request.

4, Voting at Meetings. At any meeting of the shareholders, each halfleecord of stock shall be entitled to vote ingmer or by proxy. The
authority of proxies must be evidenced by a wridesument signed by the shareholder and must beeded to the Corporate Secretary of the Corpongpidor to
the commencement of the meeting.




5. Shareholder Action by Written Consent. Subject to Section 603 of the California Corpimrag Code, any action which, under any provision of
the California Corporations Code, may be takemgtamnual or special meeting of shareholders mawken without a meeting and without prior notita consent
in writing, setting forth the action so taken, $Hwed signed by the holders of outstanding sharegmbanot less than the minimum number of votes thatld be
necessary to authorize or take such action at simgest which all shares entitled to vote there@rewpresent and voted.

Any party seeking to solicit written consent frolraseholders to take corporate action must delivestice to the Corporate Secretary of the Corponati
which requests the Board of Directors to set anddate for determining shareholders entitled t@ guch consent. Such written request must st &srto each
matter the party proposes for shareholder actiowtityen consents (a) a brief description of theteraand (b) the class and number of shares o€trporation that
are beneficially owned by the requesting party.thikliten days of receiving the request in the prdpem, the Board shall set a record date for #kénig of such
action by written consent in accordance with Catifa Corporations Code Section 701 and Article$éction 1 of these Bylaws. If the Board fails ¢éb @ record
date within such ten-day period, the record datelé&ermining shareholders entitled to give thettemi consent for the matters specified in the eatitall be the day
on which the first written consent is given in acance with California Corporations Code Sectiofh.70

Each written consent delivered to the Corporatiarsinset forth (a) the action sought to be takenth@ name and address of the shareholder as pipeaa
on the Corporation’s books, (c) the class and nurabshares of the Corporation that are beneficiallned by the shareholder, (d) the name and asldfebe
proxyholder authorized by the shareholder to giwehswritten consent, if applicable, and (d) anyenat interest of the shareholder or proxyholdethie action
sought to be taken.

Consents to corporate action shall be valid foraximum of sixty days after the date of the earlgzged consent delivered to the Corporation. Quisse
may be revoked by written notice (i) to the Corpiom, (ii) to the shareholder or shareholders silig consents or soliciting revocations in oppiositto action by
consent proposed by the Corporation (the “Soligi®hareholders”), or (iii) to a proxy solicitor @ther agent designated by the Corporation or thieiag
Shareholders.

Within three business days after receipt of théestrdated consent solicited by the Soliciting i®halders and delivered to the Corporation in ttaaner
provided in California Corporations Code SectioB 60 the determination by the Board of Directorshaf Corporation that the Corporation should seekarate
action by written consent, as the case may beCthiporate Secretary shall engage nationally reeeghindependent inspectors of elections for thegse of
performing a ministerial review of the validity tife consents and revocations. The cost of re@inspectors of election shall be borne by the Gtion.




Consents and revocations shall be delivered tindpectors upon receipt by the Corporation, thécBiolg Shareholders or their proxy solicitors,ather
designated agents. As soon as consents and rrcate received, the inspectors shall reviewctresents and revocations and shall maintain a afuthe
number of valid and unrevoked consents. The inspgshall keep such count confidential and shatliraveal the count to the Corporation, the Satigit
Shareholder or their representatives, or any athtity. As soon as practicable after the earli€i)csixty days after the date of the earliestedbtonsent delivered to
the Corporation in the manner provided in Califar@iorporations Code Section 603, or (ii) a writtequest therefor by the Corporation or the Sotigiti
Shareholders (whichever is soliciting consentsjiceaf which request shall be given to the pafpasing the solicitation of consents, if any, whiejuest shall
state that the Corporation or Soliciting Sharehddas the case may be, have a good faith bebethle requisite number of valid and unrevoked entssto
authorize or take the action specified in the cotsshas been received in accordance with thesenBykhe inspectors shall issue a preliminary refmthe
Corporation and the Soliciting Shareholders statifa the number of valid consents, (b) the numdfesalid revocations, (c) the number of valid amdevoked
consents, (d) the number of invalid consents,ienumber of invalid revocations, and (f) whetlxased on their preliminary count, the requisite benof valid an
unrevoked consents has been obtained to autharizé@the action specified in the consents.

Unless the Corporation and the Soliciting Sharedrsighall agree to a shorter or longer periodCiwgoration and the Soliciting Shareholders shalieh
forty-eight hours to review the consents and retiona and to advise the inspectors and the oppgenty in writing as to whether they intend to d¢biage the
preliminary report of the inspectors. If no writteotice of an intention to challenge the prelimyn@port is received within forty-eight hours aftee inspectors’
issuance of the preliminary report, the inspecsétia! issue to the Corporation and the Solicitihgr@holders their final report containing the infiation from the
inspectors’ determination with respect to whetherrequisite number of valid and unrevoked conseatsobtained to authorize and take the actionifspedn the
consents. If the Corporation or the Soliciting @fhalders issue written notice of an intentionhaltenge the inspectors’ preliminary report witfonty-eight hours
after the issuance of that report, a challengei@essall be scheduled by the inspectors as prgnagtbracticable. A transcript of the challenges&mn shall be
recorded by a certified court reporter. Followgmnpletion of the challenge session, the inspestoad as promptly as practicable issue their fregbrt to the
Soliciting Shareholders and the Corporation, whigbort shall contain the information included ie freliminary report, plus all changes in the \otals as a result
of the challenge and a certification of whetherrdmguisite number of valid and unrevoked conseris @btained to authorize or take the action spetifi the
consents. A copy of the final report of the ingpe shall be included in the book in which thegemdings of meetings of shareholders are recorded.

Unless the consent of all shareholders entitlecbte have been solicited in writing, the Corponatahall give prompt notice to the shareholders in
accordance with California Corporations Code Sadfio3 of the results of any consent solicitation or




the taking of the corporate action without a megtind by less than unanimous written consent.

Article II.
DIRECTORS.

1. Number. As stated in paragraph | of Article Third of ti@erporation’s Articles of Incorporation, the BoarfiDirectors of this Corporation shall
consist of such number of directors, not less g&uen (7) nor more than thirteen (13). The exantber of directors shall be eight (8) until changeithin the
limits specified above, by an amendment to thissBytluly adopted by the Board of Directors or thareholders.

2. Powers. The Board of Directors shall exercise all thevpos of the Corporation except those which arealay, br by the Articles of Incorporation
of this Corporation, or by the Bylaws conferred oo reserved to the shareholders.

3. Committees. The Board of Directors may, by resolution adogiga majority of the authorized number of direstatesignate and appoint one or
more committees as the Board deems appropriath,cemsisting of two or more directors, to servéhatpleasure of the Board; provided, however, mtequired
by this Corporation’s Articles of Incorporationetmembers of the Executive Committee (should ther@of Directors designate an Executive Committee3t be
appointed by the affirmative vote of two-thirdstbé authorized number of directors. Any such coti@®j including the Executive Committee, shall htnee
authority to act in the manner and to the exteavigied in the resolution of the Board of Directdesignating such committee and may have all thieoaity of the
Board of Directors, except with respect to the sratset forth in California Corporations Code Set811.

4, Time and Place of Directors' Meetings Regular meetings of the Board of Directors shalheld on such days and at such times and at such
locations as shall be fixed by resolution of theaBb or designated by the Chairman of the Boarihdris absence, the Vice Chairman of the Boarel Ghief
Executive Officer, or the President of the Corpioraind contained in the notice of any such meetiMgtice of meetings shall be delivered personatlgent by
mail or telegram at least seven days in advance.

5. Special Meetings The Chairman of the Board, the Vice ChairmathefBoard, the Chairman of the Executive Committiee Chief Executive
Officer, the President, or any five directors mall a special meeting of the Board of Directorauay time. Notice of the time and place of spegiaktings shall be
given to each Director by the Corporate Secret&uwych notice shall be delivered personally or tgpieone (or other system or technology designeddord and
communicate




messages, including facsimile, electronic mailpthver such means) to each Director at least fourshim advance of such meeting, or sent by firas£Iimail or
telegram, postage prepaid, at least two days iaraab/of such meeting.

6. Quorum . A quorum for the transaction of business atmegting of the Board of Directors or any committeereof shall consist of one-third of
the authorized number of directors or committee tmens), or two, whichever is larger.

7. Action by Consent. Any action required or permitted to be takerthmsy Board of Directors may be taken without a nmegi all Directors
individually or collectively consent in writing uch action. Such written consent or consents badlled with the minutes of the proceedingsha Board of
Directors.

8. Meetings by Conference Telephone Any meeting, regular or special, of the Boardakctors or of any committee of the Board of Bices,
may be held by conference telephone or similar camaoation equipment, provided that all Directorstiggpating in the meeting can hear one another.

9. Majority Voting. In any uncontested election, nominees receiviegffirmative vote of a majority of the sharesresgnted and voting at a duly
held meeting at which a quorum is present (whidreh voting affirmatively also constitute at leashajority of the required quorum) shall be electedany
election that is not an uncontested election, thrainees receiving the highest number of affirmatiotes of the shares entitled to be voted for themtp the
number of directors to be elected by those shates| be elected; votes against a director andswetthheld shall have no legal effect.

For purposes of these Bylaws, “uncontested elettimrans an election of directors of the Corporatiowhich, at the expiration of the times fixed end
Atrticle 1, Section 2 of these Bylaws requiring adea notification of director nominees, or for speoheetings, at the time notice is given of the tingeat which the
election is to occur, the number of nominees fec&bn does not exceed the number of directorgtelécted by the shareholders at that election.

If an incumbent director fails, in an uncontestiston, to receive the vote required to be eleateatcordance with this Article 1, Section 9, thenless
the incumbent director has earlier resigned, tha t&f such incumbent director shall end on the tizdé is the earlier of (a) ninety (90) days after date on which
the voting results are determined pursuant to 8edtD7 of the California Corporations Code, ortfi® date on which the Board of Directors selegisraon to fill
the office held by that director in accordance wfith procedures set forth in these Bylaws and @e&0D5 of the California Corporations Code.




Article IlI.
OFFICERS.

1. Officers . The officers of the Corporation shall be eledigdhe Board of Directors and include a Presidai@prporate Secretary, a Treasurer, or

other such officers as required by law. The BadrBirectors also may elect one or more Vice Prsig, Assistant Secretaries, Assistant Treaswuardspther such
officers as may be appropriate, including the effidescribed below. Any number of offices may &le by the same person.

2. Chairman of the Board. The Chairman of the Board shall be a membeh@Board of Directors and preside at all meetirfgh®shareholders,
of the Directors, and of the Executive Committe¢hia absence of the Chairman of that Committees Giairman of the Board shall have such duties and
responsibilities as may be prescribed by the Boémirectors or the Bylaws. The Chairman of theaRbshall have authority to sign on behalf of treepgoration
agreements and instruments of every character,mtite absence or disability of the Chief Execait®fficer, shall exercise the Chief Executive Gifls duties and
responsibilities.

3. Vice Chairman of the Board. The Vice Chairman of the Board shall be a menobé¢ine Board of Directors and have such duties and
responsibilities as may be prescribed by the Bo&fdirectors, the Chairman of the Board, or theByd. In the absence of the Chairman of the BdhedYice
Chairman of the Board shall preside at all meetofghe Board of Directors and of the shareholdens, in the absence of the Chairman of the Exee@bmmittee
and the Chairman of the Board, the Vice ChairmathefBoard shall preside at all meetings of theciige Committee. The Vice Chairman of the Bodrdllshave
authority to sign on behalf of the Corporation &gnents and instruments of every character.

4, Chairman of the Executive Committee. The Chairman of the Executive Committee shaklmember of the Board of Directors and presicl
meetings of the Executive Committee. The Chairofathe Executive Committee shall aid and assisother officers in the performance of their dutesl shall
have such other duties as may be prescribed bgdhed of Directors or the Bylaws.

5. Chief Executive Officer. The Chief Executive Officer shall have such dutied responsibilities as may be prescribed btsd of Directors,
the Chairman of the Board, or the Bylaws. If theeeno Chairman of the Board, the Chief Executitéc@r shall also exercise the duties and respdlitgls of that
office. The Chief Executive Officer shall have faurity to sign on behalf of the Corporation agreateend instruments of every character. In thermds or
disability of the President, the Chief Executivei€dr shall exercise the President’s duties andaesibilities.




6. President. The President shall have such duties and re#@plitiss as may be prescribed by the Board of Bioes, the Chairman of the Board,
Chief Executive Officer, or the Bylaws. If there e Chief Executive Officer, the President shadbatxercise the duties and responsibilities of dffede. The
President shall have authority to sign on behathefCorporation agreements and instruments ofyestaaracter.

7. Chief Financial Officer . The Chief Financial Officer shall be responsifdiethe overall management of the financial affaif the
Corporation. The Chief Financial Officer shall den a statement of the Corporation's financial @mand an account of all transactions wheneggquested by tt
Board of Directors, the Chairman of the Board, Wiee Chairman of the Board, the Chief Executivei€Hf, or the President.

The Chief Financial Officer shall have such otheties as may from time to time be prescribed byBbard of Directors, the Chairman of the Board, the
Vice Chairman of the Board, the Chief Executivei€¥f, the President, or the Bylaws.

8. General Counsel. The General Counsel shall be responsible fodlivagon behalf of the Corporation all proceediagsl matters of a legal
nature. The General Counsel shall render adviddesgal counsel to the Board of Directors, officensd employees of the Corporation, as necessahgetproper
conduct of the business. The General Counsel kbafl the management of the Corporation informeallafignificant developments of a legal natureefiihg the
interests of the Corporation.

The General Counsel shall have such other dutiesagsirom time to time be prescribed by the BodrDioectors, the Chairman of the Board, the Vice
Chairman of the Board, the Chief Executive Offidbg President, or the Bylaws.

9. Vice Presidents. Each Vice President shall have such duties esplonsibilities as may be prescribed by the Bo&Rirectors, the Chairman of
the Board, the Vice Chairman of the Board, the Chiecutive Officer, the President, or the Bylavisach Vice President's authority to sign agreemamts
instruments on behalf of the Corporation shall berescribed by the Board of Directors. The BadrDirectors, the Chairman of the Board, the Videa®man of
the Board, the Chief Executive Officer, or the Rteat may confer a special title upon any Vice Riest.

10. Corporate Secretary. The Corporate Secretary shall attend all mestoighe Board of Directors and the Executive Cottemj and all meeting
of the shareholders, and the Corporate Secretatyreicord the minutes of all proceedings in botakbe kept for that purpose. The Corporate Semrstzall be
responsible for maintaining a proper share regeater stock transfer books for all classes of shiaseged by the Corporation. The Corporate Segratzall give, or
cause to be given, all notices required eitheraydr the Bylaws. The Corporate Secretary shapkbe




seal of the Corporation in safe custody, and siffik the seal of the Corporation to any instrumestjuiring it and shall attest the same by the Gafe Secretary’s
signature.

The Corporate Secretary shall have such otherslaemay be prescribed by the Board of DirectbesChairman of the Board, the Vice Chairman of the
Board, the Chief Executive Officer, the Presidentthe Bylaws.

The Assistant Corporate Secretaries shall perfarch sluties as may be assigned from time to timth&yBoard of Directors, the Chairman of the Boénd
Vice Chairman of the Board, the Chief Executivei€f, the President, or the Corporate Secretarythe absence or disability of the Corporate Satyethe
Corporate Secretary’s duties shall be performedrbjssistant Corporate Secretary.

11. Treasurer. The Treasurer shall have custody of all moneykfands of the Corporation, and shall cause tkepe full and accurate records of
receipts and disbursements of the Corporation. Treasurer shall deposit all moneys and other \disaof the Corporation in the name and to theicoédhe
Corporation in such depositaries as may be desdrat the Board of Directors or any employee ofGoeporation designated by the Board of Directdrbe
Treasurer shall disburse such funds of the Cormorais have been duly approved for disbursement.

The Treasurer shall perform such other duties asfroan time to time be prescribed by the Board a€btors, the Chairman of the Board, the Vice
Chairman of the Board, the Chief Executive Officee President, the Chief Financial Officer, or Bydaws.

The Assistant Treasurers shall perform such dasesay be assigned from time to time by the Bo&irectors, the Chairman of the Board, the Vice
Chairman of the Board, the Chief Executive Offidbg President, the Chief Financial Officer, or Tmeasurer. In the absence or disability of theaburer, the
Treasurer’s duties shall be performed by an Assisteeasurer.

12. Controller . The Controller shall be responsible for maintairthe accounting records of the Corporation amgfeparing necessary financial
reports and statements, and the Controller shafigrty account for all moneys and obligations dweGorporation and all properties, assets, anditiab of the
Corporation. The Controller shall render to thiécefs such periodic reports covering the resubbpdrations of the Corporation as may be requisethém or any
one of them.

The Controller shall have such other duties as fraay time to time be prescribed by the Board ofebtors, the Chairman of the Board, the Vice Charma
of the Board, the Chief Executive Officer, the Rtest, the Chief Financial Officer, or the BylawEhe Controller shall be the principal accountiffificer of the
Corporation, unless another individual shall belssignated by the Board of Directors.




Article IV.
MISCELLANEOUS.

1. Record Date. The Board of Directors may fix a time in the figwas a record date for the determination of tlaeedtolders entitled to notice of
and to vote at any meeting of shareholders, otledtio receive any dividend or distribution, dio&thent of rights, or to exercise rights in resgecany change,
conversion, or exchange of shares. The recordstefized shall be not more than sixty nor lessittean days prior to the date of such meeting natertizan sixty
days prior to any other action for the purposesafoich it is so fixed. When a record date is sedi, only shareholders of record on that date @atiled to notice of
and to vote at the meeting, or entitled to receive dividend or distribution, or allotment of righbr to exercise the rights, as the case may be.

2. Certificates; Direct Registration System. Shares of the Corporation's capital stock magdvéficated or uncertificated, as provided under
California law. Any certificates that are issuédlébe signed in the name of the Corporation leyGhairman of the Board, the Vice Chairman of toard, the
President, or a Vice President and by the Chiedréral Officer, an Assistant Treasurer, the CorfBecretary, or an Assistant Secretary, certifffiregnumber of
shares and the class or series of shares ownda:lshareholder. Any or all of the signatures endértificate may be a facsimile. In case anyceffi Transfer
Agent, or Registrar who has signed or whose fadsisignature has been placed upon a certificaté l&dnee ceased to be such officer, Transfer AgenRegistrar
before such certificate is issued, it may be isduyethe Corporation with the same effect as if spetson were an officer, Transfer Agent, or Regisat the date of
issue. Shares of the Corporation’s capital stoal aiso be evidenced by registration in the hotdegme in uncertificated, book-entry form on theksoof the
Corporation in accordance with a direct registraggstem approved by the Securities and Exchangen@ssion and by the New York Stock Exchange or any
securities exchange on which the stock of the Qaitign may from time to time be traded.

Transfers of shares of stock of the Corporationl fleamade by the Transfer Agent and Registrahenbiooks of the Corporation after receipt of a esfju
with proper evidence of succession, assignmerguthrority to transfer by the record holder of satdtk, or by an attorney lawfully constituted initimg, and in the
case of stock represented by a certificate, uparsder of the certificate. Subject to the foregoithe Board of Directors shall have power and eithto make
such rules and regulations as it shall deem negessappropriate concerning the issue, transfad, ragistration of shares of stock of the Corporatand to appoint
and remove Transfer Agents and Registrars of teassf
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3. Lost Certificates. Any person claiming a certificate of stock tolbst, stolen, mislaid, or destroyed shall make fidavit or affirmation of that
fact and verify the same in such manner as thedBoBbDirectors may require, and shall, if the Boafdirectors so requires, give the Corporatios Titansfer
Agents, Registrars, and/or other agents a bonddefmnity in form approved by counsel, and in amauntt with such sureties as may be satisfactorigedCorporat:
Secretary of the Corporation, before a new ceatifiqor uncertificated shares in lieu of a newifieate) may be issued of the same tenor and ®isttime number of
shares as the one alleged to have been lost, sioislaid, or destroyed.

Article V.
AMENDMENTS.

1. Amendment by Shareholders Except as otherwise provided by law, these Bglaw any of them, may be amended or repealedvoBytaws
adopted by the affirmative vote of a majority of thutstanding shares entitled to vote at any regulapecial meeting of the shareholders.

2. Amendment by Directors. To the extent provided by law, these Bylawsamy of them, may be amended or repealed or newBydaopted by
resolution adopted by a majority of the memberthefBoard of Directors; provided, however, that adreents to Article Il, Section 9 of these Bylawsdany othe
Bylaw provision that implements a majority votirtgredard for director elections (excepting any amegtts intended to conform those Bylaw provisionshitanges
in applicable laws) shall be amended by the shadem®of the Corporation as provided in Sectiorf this Article V.
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Exhibit 3.2

Bylaws
of

Pacific Gas and Electric Company
amended as of May 14, 2008

Article I.
SHAREHOLDERS.

1. Place of Meeting. All meetings of the shareholders shall be heldhatdffice of the Corporation in the City and CounfySan Francisco, State of
California, or at such other place, within or witthdhe State of California, as may be designatethbyBoard of Directors.

2. Annual Meetings. The annual meeting of shareholders shall be held gear on a date and at a time designated by dhed®f Directors.

Written notice of the annual meeting shall be gimehless than ten (or, if sent by third-class pthikty) nor more than sixty days prior to theealaf the
meeting to each shareholder entitled to vote thiereae notice shall state the place, day, and bbsuch meeting, and those matters which the Beaarthe time of
mailing, intends to present for action by the shalgers.

Notice of any meeting of the shareholders shallisgen by mail or telegraphic or other written commioation, postage prepaid, to each holder of reobrd
the stock entitled to vote thereat, at his addr@s#, appears on the books of the Corporation.

At an annual meeting of shareholders, only suclinless shall be conducted as shall have been pydperlight before the annual meeting. To be prgperl
brought before an annual meeting, business mu@} bpecified in the notice of the annual meetinggny supplement thereto) given by or at the timacf the
Board, or (ii) otherwise properly brought before #innual meeting by a shareholder. For busindss pyoperly brought before an annual meeting Slyaaeholder,
including the nomination of any person (other thgrerson nominated by or at the direction of tharBpfor election to the Board, the shareholdertrhase given
timely and proper written notice to the Corporager@tary of the Corporation. To be timely, therehalder’s written notice must be received at thieqipal
executive office of the Corporation not less thartyf-five days before the date corresponding tontiading date of the notice and proxy materialstfar prior year’s
annual meeting of shareholders; provided, howehat,if the annual meeting to which the sharehddderitten notice relates is to be held on a datt tiffers by
more than thirty days from the date of the lasttmhmeeting of shareholders, the shareholder'demitotice to be timely must be so received nef lttan the close
of business on the tenth day




following the date on which public disclosure oétthate of the annual meeting is made or givenaoettolders. Any shareholder’s written notice thatelivered
after the close of business (5:00 p.m. local timél)be considered received on the following busiéay. To be proper, the shareholder’s writtditaonust set
forth as to each matter the shareholder proposesrtg before the annual meeting (a) a brief desiom of the business desired to be brought befeeannual
meeting, (b) the name and address of the shareteddbey appear on the Corporation’s books, @)xthss and number of shares of the Corporatidratiea
beneficially owned by the shareholder, and (d) mayerial interest of the shareholder in such bssinén addition, if the shareholder’s written netrelates to the
nomination at the annual meeting of any persorelection to the Board, such notice to be propertrais® set forth (a) the name, age, business asicied
residence address of each person to be so nomirfajetie principal occupation or employment offeaach person, (c) the number of shares of cagiitak of the
Corporation beneficially owned by each such persod, (d) such other information concerning eacth ggrson as would be required under the ruleseof th
Securities and Exchange Commission in a proxy rsiité soliciting proxies for the election of suchiqmn as a Director, and must be accompanied byseot,
signed by each such person, to serve as a Direttbe Corporation if elected. Notwithstanding timiyg in the Bylaws to the contrary, no businesalldte
conducted at an annual meeting except in accordaiticehe procedures set forth in thiSection.

3. S pecial Meetings. Special meetings of the shareholders shall becchlfethe Corporate Secretary or an Assistant CatpdBecretary at any time on
order of the Board of Directors, the Chairman & Board, the Vice Chairman of the Board, the Chairrof the Executive Committee, the Chief Execu@fécer,
or the President. Special meetings of the shadeh®khall also be called by the Corporate Segretaan Assistant Corporate Secretary upon theemritequest of
holders of shares entitled to cast not less thapéecent of the votes at the meeting. Such regiedl state the purposes of the meeting, and Bealelivered to th
Chairman of the Board, the Vice Chairman of thepthe Chairman of the Executive Committee, theeClExecutive Officer, the President or the Corpera
Secretary.

A special meeting so requested shall be held oddterequested, but not less than thirty-fivemore than sixty days after the date of the original
request. Written notice of each special meetinghafreholders, stating the place, day, and hosudfi meeting and the business proposed to be ttadshereat,
shall be given in the manner stipulated in Articl8ection 2, Paragraph 3 of these Bylaws withiartty days after receipt of the written request.

4. Voting at Meetings. At any meeting of the shareholders, each holdeeadrd of stock shall be entitled to vote in pereoby proxy. The authority of
proxies must be evidenced by a written documemiesidoy the shareholder and must be delivered t€thporate Secretary of the Corporation prior t® th
commencement of the meeting.




5.  No Cumulative Voting. No shareholder of the Corporation shall be entittedumulate his or her voting power.

Article II.
DIRECTORS.

1. Number. The Board of Directors of this Corporation shalhsist of such number of directors, not less thae 1§9) nor more than seventeen (17). The
exact number of directors shall be nine (9) urttdreged, within the limits specified above, by areadment to this Bylaw duly adopted by the Boar®wéctors or
the shareholders.

2. Powers. The Board of Directors shall exercise all the p@nafrthe Corporation except those which are by tavigy the Articles of Incorporation of
this Corporation, or by the Bylaws conferred upomeserved to the shareholders.

3. Committees. The Board of Directors may, by resolution adogigd majority of the authorized number of direstatesignate and appoint one or
committees as the Board deems appropriate, eadistiog of two or more directors, to serve at theapure of the Board; provided, however, thateasired by thi
Corporation’s Articles of Incorporation, the membef the Executive Committee (should the Board iné&ors designate an Executive Committee) must be
appointed by the affirmative vote of two-thirdstbé authorized number of directors. Any such coti@®j including the Executive Committee, shall htnee
authority to act in the manner and to the exteavigied in the resolution of the Board of Directdesignating such committee and may have all thieoaity of the
Board of Directors, except with respect to the sratset forth in California Corporations Code Set811.

4. Time and Place of Directors' Meetings. Regular meetings of the Board of Directors shalhekl on such days and at such times and at soatidas
as shall be fixed by resolution of the Board, asigeated by the Chairman of the Board or, in hiseabe, the Vice Chairman of the Board, the Chiefchiive
Officer, or the President of the Corporation andtamed in the notice of any such meeting. Notitmeetings shall be delivered personally or senhhil or
telegram at least seven days in advance.

5. Special Meetings. The Chairman of the Board, the Vice Chairman offbard, the Chairman of the Executive Committee,Ghief Executive Office
the President, or any five directors may call acegdeneeting of the Board of Directors at any tiniéotice of the time and place of special meetistuall be given to
each Director by the Corporate Secretary. Suciceghall be delivered personally or by telephaneother system or technology designed to recodd an
communicate messages, including facsimile, elenmail, or other such means) to each Director at




least four hours in advance of such meeting, orIsgfirst-class mail or telegram, postage prepaideast two days in advance of such meeting.

6. Quorum. A quorum for the transaction of business at aegting of the Board of Directors or any committeeréof shall consist of one-third of the
authorized number of directors or committee memhmrsvo, whichever is larger.

7. Action by Consent. Any action required or permitted to be takenty Board of Directors may be taken without a megiimll Directors individually
or collectively consent in writing to such actioBuch written consent or consents shall be filetth ¥ie minutes of the proceedings of the Board ioé@ors.

8. Meetings by Conference Telephone.Any meeting, regular or special, of the Boardakctors or of any committee of the Board of Dimes, may be
held by conference telephone or similar commuricegiquipment, provided that all Directors partitipgin the meeting can hear one another.

9. Majority Voting. In any uncontested election, nominees receiiiegaffirmative vote of a majority of the sharesresggnted and voting at a duly held
meeting at which a quorum is present (which sheoéiag affirmatively also constitute at least a ardy of the required quorum) shall be elected.ahy election
that is not an uncontested election, the nomineesiving the highest number of affirmative voteshaf shares entitled to be voted for them, up ¢onttmber of
directors to be elected by those shares, shalldoteel; votes against a director and votes withkh#ll have no legal effect.

For purposes of these Bylaws, “uncontested elettimans an election of directors of the Corporatiowhich, at the expiration of the times fixed end
Atrticle 1, Section 2 of these Bylaws requiring adea notification of director nominees, or for speoheetings, at the time notice is given of the tingeat which the
election is to occur, the number of nominees fectbn does not exceed the number of directorgtelécted by the shareholders at that election.

If an incumbent director fails, in an uncontestlton, to receive the vote required to be eleateatcordance with this Article 1l, Section 9, theinless th
incumbent director has earlier resigned, the tefrsuoh incumbent director shall end on the dateithtine earlier of (a) ninety (90) days after ttaée on which the
voting results are determined pursuant to Sect@hof the California Corporations Code, or (b) tlage on which the Board of Directors selects aqguets fill the
office held by that director in accordance with fliecedures set forth in these Bylaws and Sectdéndd the California Corporations Code.

10. Certain Powers Reserved to the ShareholdersSo long as PG&E Corporation shall hold the majaof the outstanding shares of the Corporation,
PG&E Corporation may require the written conserthefPG&E Corporation Chairman of the Board orRI&E Corporation Chief Executive Officer to enteta
and execute any




transaction or type of transaction identified bg Board of Directors of PG&E Corporation as a “Igesited Transaction.” For purposes of this Sediama
Designated Transaction shall be any transactidppar of transaction identified in a duly adoptesialation of the Board of Directors of PG&E Corpdoatas
requiring the written consent of the PG&E CorpamatChairman of the Board or the PG&E Corporatioe€BExecutive Officer pursuant to this Section

10. Notwithstanding the foregoing, nothing in tBisction 10 shall limit the power of the Corporatto enter into or execute any transaction or tyfpeansaction
prior to the receipt by the Corporate SecretarthefCorporation of the resolution designating stiahsaction or type of transaction as a Design@tadsaction
pursuant to this Section 10.

Article III.
OFFICERS.

1. Officers. The officers of the Corporation shall be eledigdhe Board of Directors and include a Presida@prporate Secretary, a Treasurer or (
such officers as required by law. The Board ofbliors also may elect one or more Vice Presidéstsistant Secretaries, Assistant Treasurers, actuathe
officers as may be appropriate, including the effidescribed below. Any number of offices may &lel by the same pers:

2. Chairman of the Board. The Chairman of the Board shall be a membereBbard of Directors and preside at all meetinghefshareholders, of tl
Directors, and of the Executive Committee in theesize of the Chairman of that Committee. The @heirof the Board shall have such duties and redpibtiss
as may be prescribed by the Board of Directorfi®@Bylaws. The Chairman of the Board shall havhaity to sign on behalf of the Corporation agreems and
instruments of every character, and in the absendésability of the Chief Executive Officer, shakercise the Chief Executive Officer’s duties aesponsibilities.

3. Vice Chairman of the Board. The Vice Chairman of the Board shall be a menalbéne Board of Directors and have such dutiesrasgonsibilities
as may be prescribed by the Board of DirectorsChairman of the Board, or the Bylaws. In the abseof the Chairman of the Board, the Vice Chairmoiihe
Board shall preside at all meetings of the BoarBioéctors and of the shareholders; and, in thermdtss of the Chairman of the Executive Committeethad
Chairman of the Board, The Vice Chairman of ther8aall preside at all meetings of the Executieen@ittee. The Vice Chairman of the Board shallehav
authority to sign on behalf of the Corporation &gnents and instruments of every character.

4. Chairman of the Executive Committee. The Chairman of the Executive Committee shathlmeember of the Board of Directors and presiddl at a
meetings of the Executive Committee. The Chairwfahe Executive Committee shall aid and




assist the other officers in the performance ofir ttheties and shall have such other duties as mgyréscribed by the Board of Directors or the Bgaw

5. Chief Executive Officer. The Chief Executive Officer shall have such dutiad responsibilities as may be prescribed bpteed of Directors, the
Chairman of the Board, or the Bylaws. If therenbeChairman of the Board, the Chief Executive @ffishall also exercise the duties and responsgsildf that
office. The Chief Executive Officer shall have faurity to sign on behalf of the Corporation agreateend instruments of every character. In thermds or
disability of the President, the Chief Executivdi€dr shall exercise the President’s duties andaesibilities.

6. President. The President shall have such duties and redpbtiss as may be prescribed by the Board of Does; the Chairman of the Board, the
Chief Executive Officer, or the Bylaws. If there bo Chief Executive Officer, the President shislb &xercise the duties and responsibilities of tiffce. The
President shall have authority to sign on behathefCorporation agreements and instruments ofyeskeracter.

7. Vice Presidents. Each Vice President shall have such duties andnsdpilities as may be prescribed by the Board ioé®@ors, the Chairman of the
Board, the Vice Chairman of the Board, the Chieé&rive Officer, the President, or the Bylaws. lEsace Presidens authority to sign agreements and instrum
on behalf of the Corporation shall be as prescriyethe Board of Directors. The Board of Directofshis company, the Chairman of the Board of tumpany,
the Vice Chairman of the Board of this companyther Chief Executive Officer of PG&E Corporation magnfer a special title upon any Vice President.

8. Corporate Secretary. The Corporate Secretary shall attend all meetiridglse Board of Directors and the Executive Conmeitand all meetings of tl
shareholders, and the Corporate Secretary shalid¢be minutes of all proceedings in books to &gt Kor that purpose. The Corporate Secretary beal
responsible for maintaining a proper share regeater stock transfer books for all classes of shiaseged by the Corporation. The Corporate Segratzall give, or
cause to be given, all notices required eitheraydr the Bylaws. The Corporate Secretary shapkbe seal of the Corporation in safe custody,shwadl affix the
seal of the Corporation to any instrument requiitrand shall attest the same by the CorporateeBmgr's signature.

The Corporate Secretary shall have such otherslaemay be prescribed by the Board of DirectbesChairman of the Board, the Vice Chairman of the
Board, the Chief Executive Officer, the Presidentthe Bylaws.

The Assistant Corporate Secretaries shall perfarch sluties as may be assigned from time to timth&yBoard of Directors, the Chairman of the Boénd,
Vice Chairman of the Board, the Chief Executivei€f, the President, or the Corporate Secretarythe absence or disability of the Corporate Satyethe
Corporate Secretary’s duties shall be performedrbfssistant Corporate Secretary.




9. Treasurer. The Treasurer shall have custody of all moneykfands of the Corporation, and shall cause todge full and accurate records of receipts
and disbursements of the Corporation. The Treastwal deposit all moneys and other valuablef©iefCorporation in the name and to the credit oiGbgporation
in such depositaries as may be designated by thedBif Directors or any employee of the Corporatiesignated by the Board of Directors. The Trezssinall
disburse such funds of the Corporation as have delrapproved for disbursement.

The Treasurer shall perform such other duties asfroan time to time be prescribed by the Board a€btors, the Chairman of the Board, the Vice
Chairman of the Board, the Chief Executive Officae President, or the Bylaws.

The Assistant Treasurer shall perform such dusemay be assigned from time to time by the Boamioéctors, the Chairman of the Board, the Vice
Chairman of the Board, the Chief Executive Officee President, or the Treasurer. In the absendesability of the Treasurer, the Treasurer’s dsishall be
performed by an Assistant Treasurer.

10. General Counsel. The General Counsel shall be responsible for lendn behalf of the Corporation all proceedings anatters of a legal
nature. The General Counsel shall render adviddesgal counsel to the Board of Directors, officensd employees of the Corporation, as necessahgetproper
conduct of the business. The General Counsel kbafl the management of the Corporation informeallafignificant developments of a legal natureefiihg the
interests of the Corporation.

The General Counsel shall have such other dutiesagsirom time to time be prescribed by the BodrDioectors, the Chairman of the Board, the Vice
Chairman of the Board, the Chief Executive Offidbg President, or the Bylaws.

11. Controller. The Controller shall be responsible for maintagnihe accounting records of the Corporation anghfeparing necessary financial reports
and statements, and the Controller shall propextpant for all moneys and obligations due the Craion and all properties, assets, and liabiliiethe
Corporation. The Controller shall render to thiécefs such periodic reports covering the resubhpdrations of the Corporation as may be requisethém or any
one of them.

The Controller shall have such other duties as fraay time to time be prescribed by the Board ofebtors, the Chairman of the Board, the Vice Charma
of the Board, the Chief Executive Officer, the Rtest, or the Bylaws. The Controller shall be ghimcipal accounting officer of the Corporation Jess another
individual shall be so designated by the Board iné&ors.




Article IV.
MISCELLANEOUS.

1. Record Date. The Board of Directors may fix a time in the figas a record date for the determination of tlzeedtolders entitled to notice of and to
vote at any meeting of shareholders, or entitlecteive any dividend or distribution, or allotmeftights, or to exercise rights in respect to ahgnge, conversio
or exchange of shares. The record date so fixelll s not more than sixty nor less than ten daig o the date of such meeting nor more tharysiteys prior to
any other action for the purposes for which itadiged. When a record date is so fixed, only shatders of record on that date are entitled tecaaif and to vote i
the meeting, or entitled to receive any dividendlistribution, or allotment of rights, or to exeseithe rights, as the case may be.

2. Certificates; Direct Registration System. Shares of the Corporation's stock may be ceatiit or uncertificated, as provided under Califa

law. Any certificates that are issued shall besdyin the name of the Corporation by the Chairofahe Board, the Vice Chairman of the Board, thesiklent, or
Vice President and by the Chief Financial Officar,Assistant Treasurer, the Corporate Secretamn éssistant Secretary, certifying the numberhafres and tt
class or series of shares owned by the shareholder.or all of the signatures on the certificataynioe a facsimile. In case any officer, Transfgeit, or Registr:
who has signed or whose facsimile signature has pkeeed upon a certificate shall have ceased tubk officer, Transfer Agent, or Registrar befsuet
certificate is issued, it may be issued by the Gapon with the same effect as if such person werefficer, Transfer Agent, or Registrar at theed# issue. Shar
of the Corporation’s capital stock may also be emizkd by registration in the holder’'s name in utifieated, bookentry form on the books of the Corporatio
accordance with a direct registration system apgutdwy the Securities and Exchange Commission arideojimerican Stock Exchange or any securities axgt
on which the stock of the Corporation may from titm¢ime be trade

Transfers of shares of stock of the Corporationl fleamade by the Transfer Agent and Registratherbiooks of the Corporation only after receipt of a
request with proper evidence of succession, assggtyror authority to transfer by the record holdiesuch stock, or by an attorney lawfully consgaliin writing,
and in the case of stock represented by a cetgficaipon surrender of the certificate. Subjedhe foregoing, the Board of Directors shall hpeger and authority
to make such rules and regulations as it shall desressary or appropriate concerning the issugsfeg and registration of certificates for shasestock of the
Corporation, and to appoint and remove Transfem#gand Registrars of transfers.

3. Lost Certificates. Any person claiming a certificate of stock tolbst, stolen, mislaid, or destroyed shall makeféidavit or affirmation of that fact
and verify




the same in such manner as the Board of Directassnequire, and shall, if the Board of Directorgaquires, give the Corporation, its Transfer AgeRegistrars,
and/or other agents a bond of indemnity in formraped by counsel, and in amount and with such mgrels may be satisfactory to the Corporate Seyrefahe

Corporation, before a new certificate (or uncestifed shares in lieu of a new certificate) maysseed of the same tenor and for the same numistiaoés as the
one alleged to have been lost, stolen, mislaidiestroyed.

Article V.
AMENDMENTS.

1. Amendment by Shareholders. Except as otherwise provided by law, these ByJawsny of them, may be amended or repealed orBydaws
adopted by the affirmative vote of a majority of thutstanding shares entitled to vote at any regulapecial meeting of the shareholders.

2. Amendment by Directors. To the extent provided by law, these Bylaws,y af them, may be amended or repealed or new Bykopted by
resolution adopted by a majority of the memberthefBoard of Directors; provided, however, that adreents to Article Il, Sections 9 and 10 of theg&ai's, and
any other Bylaw provision that implements a majovibting standard for director elections (exceptimy amendments intended to conform those Bylawigions
to changes in applicable laws) shall be amendetidghareholders of the Corporation as provideskiction 1 of this Article V.







Exhibit 10.3
[Christopher P. Johns — PG&E Corporation Letterhead

March 3, 2008

Ms. Barbara Barcon
2605 Pine Avenue
Manhattan Beach, CA. 90266

Dear Barbara:

On behalf of Pacific Gas and Electric Company, l@eased to extend an invitation to you to join ¢hganization as Vice President of Finance.

Your initial target total annual compensation pagkavill include the following:

1.

2.

An annual base salary of $300,000 ($25,000 /masuh)ect to possible increases through our annledyseeview plan

A one time sign on bonus of $125,000 payable wiB0rdays of your hire, subject to normal payrolthlibldings. Should you decide to leave Pacific &
Electric Company within three years of your datdéiog, a prorated amount of this payment must hended to the compan

. A target incentive of $135,000 (45% of your basrsa in an annual incentive plan under which yeatual incentive may range from $0 to $270,000

times the target incentive) based on performaniegive to established goals. For 2008 this inaentiill be prorated for the number of months worlemn
your date of hire and will be payable in 20

. Participation in PG&E Corporation Loriterm Incentive Plan (LTIP). Grants under the L@ currently delivered through two separate veBiclestricte

stock and performance shares; and are generallg maglually on the first business day of March. Viaitial LTIP grant will be made in 2008 and wilate
a value of approximately $350,000. However, if ydate of hire occurs during a “trading blackop&riod, your initial LTIP grant will be made on ttterd
business day following PG&E Corporatignhext earnings release. This estimated currentevial used only for the purpose of determining ribenber o
shares or units for your grant. The ultimate vatliat you realize will depend upon your employmstatus and the performance of PG&E Corpori
common stock

. A onetime supplement LTIP grant with an estimated currerlue of $150,000.This grant will be apportioreetd made in the same manner as the

described in item ¢

. Participation in the PG&E Corporation Supplemeiiaécutive Retirement Plan (SERP). The basic bepafiable from the SERP at retirement is a mo

annuity equal to the product of 1.7% x (averagthefthree highest yearsombination of salary and annual incentive forlts ten years of service) x year:
credited service x 1/1:

. Conditioned upon meeting plan requirements, yol aldlo be eligible for post-retirement life insucanand postetirement medical benefits upon retiren

under the Pacific Gas and Electric Company RetirgrRéan (RP)




Ms. Barbara Barco

8.

10.

11.

12.

13.

14.

Page 2

Participation in the PG&E Corporation RetirementiSgs Plan (RSP), a 401(k) savings plan. You halleligible to contribute as much as 20% of yolary
on either a pre-tax or aftéax basis. After your first year of service, wdlwmatch contributions you make up to 3% of youlasaat 75 cents on each do
contributed. After three years of service, we wmilatch contributions up to 6% of your salary atcéhts on each dollar contributed. All of the at
contributions are subject to the applicable legmaits.

. Participation in the PG&E Corporation Supplemematirement Savings Plan (SRSP), a goadified, deferred compensation plan. You maytele defe

payment of some of your compensation on atarebasis. We will provide you with the full maish contributions that cannot be provided through RSI
due to legal limitations imposed on highly compeedamployees

Participation in a cafeter-style benefits program that permits you to selevecage tailored to your personal needs and cirtamss. The benefits you el
will be effective the first of the month followirthe date of your hire and upon receipt of completeliment forms

An annual vacation allotment of four weeks, subjectuture increases based on length of serviag.2B08 the vacation allotment will be prorateddzhsr
your date of hire. In addition, Pacific Gas anddilic Company recognizes ten paid company holidagsprovides three floating holidays and two weef
sick leave immediately upon hir

An annual perquisite allowance of $15,000 to balusdieu of individual authorizations for cars ame&mberships in clubs and civic organizatic

Participation in the Employee Discount program rafie months of continuous service following youwatel of hire. The program offers participants a
discount on electricity and gas rates for theimaniy residence. In order to receive this bengéity must (a) live within Pacific Gas and Electrior@panys
service territory and (b) have the service in yoaime at your primary residenc

Our employment offer also includes a comprehenskezutive relocation assistance package. In addigiou will be eligible for up to 1&honths of corpora
housing and commuting costs between Manhattan BaadhSan FranciscoShould you have questions regarding the relocagtackage, please cont
Denise Nicco, Director of Relocation, at (415) -3814.

Our employment offer is contingent upon you passingompanypaid drug analysis examination, verification of tentents of your completed Job History F
and satisfactory background and reference chelckaddition, on your first day of employment, we aequired (under applicable immigration laws) stablish you
identity and verify your eligibility for employmen the United States. Should you accept our pffetails on meeting these requirements and coafiom of you
start date will follow. Although your employmentilbe atwill, it is our hope that your acceptance of oufeofwill be the beginning of a mutually benefic
relationship with the Company. | would appreciaeeiving your written acceptance of this offer asrsas possible. In the interim, if you have addal question:
please contact Becky Christian at 415-267-7200.




Ms Barbara Barcon
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Let me close by offering my thanks for your intéresjoining Pacific Gas and Electric Company. Wek forward to your acceptance of our employmedferoas
outlined in the terms of this letter. We beliexauywill find our company a great place to work.

Sincerely,

CHRISTOPHER P. JOHNS

Christopher P. Johns

Please acknowledge your acceptance of this offéitla terms of this letter by signing the originaviding the information requested above, and
returning it in the enclosed envelope. An addgioropy of this letter is enclosed for your perdaeaords. It is important to note that you wié b
an employee-at-will. This means that either yo®acific Gas and Electric Company may end your egnpent at any time, with or without cause,
and with or without notice.

BARBARA BARCON

XXX -XX -XXXX 10/4/56
(Social Security No. Date of Birth




Ms. Barbara Barcon
March 3, 2008

Page

cc: Chris Johns
Bill Morrow
John Simon

Becky Christian
Denise Nicco







Exhibit 10.4

THE TERMS AND CONDITIONS OF THIS AGREEMENT ARE PURS UANT TO THE PG&E CORPORATION OFFICER SEVERANCE PLAN |,
ADOPTED BY THE NOMINATING, COMPENSATION, AND GOVERN ANCE COMMITTEE OF PG&E CORPORATION, AND ARE NOT SUB JECT
TO NEGOTIATION

SEPARATION AGREEMENT

This Separation Agreement (this “Agreement”) is mauthd entered into by and between G. Robert Pavell PG&E Corporation (the “Corporation”
(collectively the “Parties”) and sets forth thentsrand conditions of Mr. Powell’s separation frompéoyment with the Corporation. The “Effective Babf this
Agreement is defined in paragraph 17(a).

1. Resignation. Effective the close of business on March 5, 260Bfurposes of this Agreement, the “Date of Reaigm”), Mr. Powell will resigr
from his positions as Vice President, Chief Finah®fficer and Controller of Pacific Gas and Elect€ompany and Vice President and Controller of B
Corporation, and resign from employment with theg@oation. Mr. Powell shall have until March 2®0B, to accept this Agreement by submitting a sdgeapy tc
the Corporation. Regardless of whether Mr. Powetleats this Agreement, on his Date of Resignatienwill be paid all salary or wages and vacatiooraed
unpaid and owed to him as of that date, he willaenentitled to any other benefits to which hetiseowise entitled under the provisions of the Coagion’s plan:
and programs, and he will receive notice of thatrtg continue his existing health-insurance cogergursuant to COBRA.

The benefits set forth in paragraph 2 below arelitmmed upon Mr. Powell's acceptance of this Agneat.

2. Separation benefits. Even though Mr. Powell is not otherwise entittedhem, in consideration of his acceptance of Ageeement, the Compa
will provide to Mr. Powell the following separatidoenefits:

a. Severance payment. Under the terms of the PG&E Corporation Officev&ance Policy, Mr. Powedl’'severance payment amount is
Hundred Sixty-Seven Thousand Seven Hundred Tweiviy{Bollars ($667,725) of which Sixty-Two ThousaBitk Hundred TwentyEight Dollars ($62,628) will k
converted into additional age to age 55 under tB&P Corporation Supplemental Executive RetiremdahP As a result, Mr. Powell will be entitled tocedve al
annual defined supplemental pension benefit asglesiife annuity of Six Hundred Twenty-Six Dollaasid EightySix Cents ($626.86) beginning on the firs
October 2008. On the Effective Date of this Agreairas set forth in paragraph 17(a) below, the @aitpon will make a lumsum payment to Mr. Powell in t
gross amount of Six Hundred Five Thousand Ninetye8eDollars ($605,097), less applicable withholdirgd deductions.

b. Stock. Upon the Date of Resignation, but conditionedtenoccurrence of the Effective Date of this Agreetmas set forth in paragre
17(a) below, all unvested restricted stock graamsl performance share grants provided to Mr. Poweler PG&E Corporation’s 2006 Lorigerm Incentive Ple
shall continue to vest, terminate, or be cancekegravided under the terms of their respective planprogram, as modified by the PG&E Corporatidfic®r
Severance Policy in effect at the time this Agreeni® signed by Mr.




Powell. The payment and withdrawal of Mr. Powgllestricted stock grants, and performance shamtgshall be as provided under the terms of tlesjpectiv:
plans or program, as modified by the PG&E Corpora®fficer Severance Policy in effect at the tinis tAgreement is signed by Mr. Powell.

d. Career transition services. For a maximum period of one year following thetd®af Resignation, the Corporation will provide
Powell with executive career transition servicasrirthe firm of Torchiana, Mastrov & Sapiro, Inm, accordance with the contract between the Corjporanc
Torchiana, Mastrov & Sapiro, Inc. Mr. Powsliéntitlement to services under this Agreement teitninate when he becomes employed, either byhanemploye
or through self-employment other than consultinghvthe Corporation. If Mr. Powell becomes emplaykd will promptly notify PG&E Corporatios’ Humal
Resources Officer to enable the Corporation totBegrovision of services to him by Torchiana, Mast& Sapiro, Inc.

e. Payment of COBRA premiums. If Mr. Powell elects and is otherwise eligible tontinue his existing healtimsurance covera
pursuant to COBRA, the Corporation will pay his riidpy COBRA premiums for the eighteenenth period commencing the first full month aftee Date c
Resignation and until and unless Mr. Powell becoomered under the health-insurance plan of anahgsloyer or through seémployment. Mr. Powell wi
promptly notify the PG&E Corporation’s Human Resms Officer if he becomes employed within that qeri

3. Defense and indemnification in third-party claims. The Corporation and/or its parent, affiliate, obsidiary will provide Mr. Powell with leg
representation and indemnification protection ig lgal proceeding in which he is a party or ie#tiened to be made a party by reason of the faththis or we
an employee or officer of the Corporation and/srparent, affiliate or subsidiary, in accordancéhviine terms of the resolution of the Board of Diogs of PG&E
Corporation dated December 18, 1996.

4, Cooperation with legal proceedings. Mr. Powell will, upon reasonable notice, furniaformation and proper assistance to the Corparaiod/o
its parent, affiliate or subsidiary (including tnful testimony and document production) as mayaeably be required by them or any of them in cotinaavith any
legal, administrative or regulatory proceeding inict they or any of them is, or may become, a pantyn connection with any filing or similar ob&gjon impose
by any taxing, administrative or regulatory authohaving jurisdiction, provided, however, that tBerporation and/or its parent, affiliate or sulesig will pay all
reasonable expenses incurred by Mr. Powell in cgimglwith this paragraph.

5. Release of claims and covenant not to sue.

a. In consideration of the separationdfiehand other benefits the Corporation is prawydunder this Agreement, Mr. Powell, on beha
himself and his representatives, agents, heirsaasayns, waives, releases, discharges and promeses to assert any and all claims, liabilitiesobligations o
every kind and nature, whether known or unknowspsated or unsuspected that he ever had, now lmagbt have as of the Effective Date against thepGatior
or its predecessors, parent, affiliates, subsiggashareholders,




owners, directors, officers, employees, agentsrralys, successors, or assigns. These releaset éreclude, without limitation, any claims arisifigm or relate
to Mr. Powell's employment with the Corporation, its parent oy efits affiliates and subsidiaries, and the teration of that employment. These released cl
also specifically include, but are not limited, aglgims arising under any federal, state and Istatluitory or common law, such as (as amended aag@able
Title VII of the Civil Rights Act, the Age Discrimition in Employment Act, the Americans With Didatas Act, the Employee Retirement Income Secuhity, the
California Fair Employment and Housing Act, the i@athia Labor Code, any other federal, state oaldaw governing the terms and conditions of empient o
the termination of employment, and the law of cactrand tort; and any claim for attorneys’ fees.

b. Mr. Powell acknowledges that there maist facts or claims in addition to or differérmm those which are now known or believec
him to exist. Nonetheless, this Agreement extdéndsl claims of every nature and kind whatsoewdrether known or unknown, suspected or unsuspepted,o
present, and Mr. Powell specifically waives all tgghinder Section 1542 of the California Civil Cadeich provides that:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH HE CREDITOR DOES NOT KNOW O
SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME GEXECUTING THE RELEASE, WHICH IF KNOWI
TO HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR R SETTLEMENT WITH THE DEBTOR.

C. With respect to the claims releaseth@apreceding paragraphs, Mr. Powell will notiaté or maintain any legal or administrative actio
proceeding of any kind against the Corporation terpredecessors, parent, affiliates, subsidiagshareholders, owners, directors, officers, emplsyagent:
attorneys, successors, or assigns, for the punposbtaining any personal relief, nor (except aseowise required or permitted by law) assist otipigate in an
such proceedings, including any proceedings brobglany third parties.

6. Re-employment. Mr. Powell will not seek any future mployment with the Corporation, its parent or ahyts subsidiaries or affiliates. Tl
paragraph will not, however, preclude Mr. Powedinfraccepting an offer of future employment from @@ poration, its parent or any of its subsidiadesffiliates.

7. Non-disclosure.

a. Mr. Powell will not disclose, publieizor circulate to anyone in whole or in part, amfprmation concerning the existence, terms, ar
conditions of this Agreement without the expressttem consent of the PG&E CorporatianChief Legal Officer unless otherwise requiredpermitted b
law. Notwithstanding the preceding sentence, Mw&ll may disclose the terms and conditions of fkgseement to his family members, and any attorreysy
advisors, if any, to whom there idana fideneed for disclosure in order for them to rendefgssional services to him, provided that the pefgshagrees to ket
the information confidential and not to make angctbsure of the terms and conditions of this Agreenunless otherwise required or permitted by law.




b. Mr. Powell will not use, disclose, fiolze, or circulate any confidential or proprigtanformation concerning the Corporation or
subsidiaries or affiliates, which has come to ltisrdgion during his employment with the Corporatianless doing so is expressly authorized in wgithy the PG&l
Corporation’s Chief Legal Officer, or is otherwissguired or permitted by law. Before making anyaléy-required or permitted disclosure, NRowell will give the
Corporation notice at least ten (10) business dragslvance.

8. No unfair competition.
a. Mr. Powell will not engage in any unfzompetition against the Corporation, its pam@nany of its subsidiaries or affiliates.
b. For a period of one year after thee&filve Date, Mr. Powell will not, directly or ingictly, solicit or contact for the purpose of divegtor

taking away or attempt to solicit or contact foe fhurpose of diverting or taking away:

@)
@)

@)
4)

®)

(6)

any existing customer of the Corporation or itsepdy affiliates or subsidiaries;

any prospective customer of the Corporation opésent, affiliates or subsidiaries about whom Mywell acquired informatic
as a result of any solicitation efforts by the Gwoggion or its parent, affiliates or subsidiaries,by the prospective custorr
during Mr. Powell’s employment with the Corporation;

any existing vendor of the Corporation or its pareffiliates or subsidiaries;

any prospective vendor of the Corporation or itepg affiliates or subsidiaries, about whom Mrweb acquired information i
a result of any solicitation efforts by the Corptara or its parent, affiliates or subsidiaries,byr the prospective vendor, dur
Mr. Powell’'s employment with the Corporation;

any existing employee, agent or consultant of thgp@ration or its parent, affiliates or subsidiarito terminate or otherwise a
the person’s or entitg’employment, agency or consultant relationshifn wie Corporation or its parent, affiliates or ddizsies
or

any existing employee, agent or consultant of thep@ration or its parent, affiliates or subsidiarito work in any capacity for
on behalf of any person, company or other busiratarprise that is in competition with the Corpmmator its parent, affiliates
subsidiaries.




9. Material breach by Employee. In the event that Mr. Powell breaches any mdtgravision of this Agreement, including but notcessaril
limited to paragraphs 4, 5, 6, 7, and/or 8, thepGmation will have no further obligation to pay mrovide to him any unpaid amounts or benefits dtin this
Agreement and will be entitled to immediate retafrany and all amounts or benefits previously paighrovided to him under this Agreement and to ledate an'
future pension benefit entittement without the #iddal credited age he received or would have weckunder this Agreement. Despite any breach byPdwell
his other duties and obligations under this Agrestniacluding his waivers and releases, will remiairiull force and effect. In the event of a breaw threatene
breach by Mr. Powell of any of the provisions imggraphs 4, 5, 6, 7, and/or 8, the Corporation, wiladdition to any other remedies provided irs thgreement, t
entitled to equitable and/or injunctive relief ab&cause the damages for such a breach or thrddtesech will be difficult to determine and will thprovide a ful
and adequate remedy, the Corporation will alsortigled to specific performance by Mr. Powell of leisligations under paragraphs 4, 5, 6, 7, and/dP@suant t
paragraph 14, and except as otherwise prohibitédnited by law, Mr. Powell will also be liable fany litigation costs and expenses that the Cotjporancurs i
successfully seeking enforcement of its rights uitldis Agreement, including reasonable attornegést

10. Material breach by the Corporation. Mr. Powell will be entitled to recover actual dages in the event of any material breach of
Agreement by the Corporation, including any uneerdukate or norpayment of any amounts owed under this Agreemerang unexcused failure to provide
other benefits specified in this Agreement. In #went of a breach or threatened breach by thedCatipn of any of its material obligations to himder thi
Agreement, Mr. Powell will be entitled to seek,addition to any other remedies provided in this émnent, specific performance of the Corporasasbligation
and any other applicable equitable or injunctiMeefe Pursuant to paragraph 14, and except asigtetl or limited by law, the Corporation will alse liable for an
litigation costs and expenses that Mr. Powell iscur successfully seeking enforcement of his rigimsler this Agreement, including reasonable atigme
fees. Despite any breach by the Corporation titeraduties and obligations under this Agreemeiitresnain in full force and effect.

11. No admission of liability. This Agreement is not, and will not be considegdadmission of liability or of a violation of mapplicable contrac
law, rule, regulation, or order of any kind.

12. Complete agreement. This Agreement sets forth the entire agreemetmdzn the Parties pertaining to the subject mafténis Agreement and
fully supersedes any prior or contemporaneous reguois, representations, agreements, or undeisgsmbetween the Parties with respect to any suattens,
whether written or oral (including any that woulavie provided Mr. Powell with any different severaaceangements). The Parties acknowledge thatttheg not
relied on any promise, representation or warraepress or implied, not contained in this Agreemé®drol evidence will be inadmissible to show agrent by and
among the Parties to any term or condition conttamyr in addition to the terms and conditions edmed in this Agreement.




13. Severability. If any provision of this Agreement is determirtecbe invalid, void, or unenforceable, the remagnamovisions will remain in fu
force and effect except that, should paragraplas @, 7, and/or 8 be held invalid, void or unenéarle, either jointly or separately, the Corporatidll be entitled ti
rescind the Agreement and/or recover from Mr. Pbagy payments made and benefits provided to hideuthis Agreement.

14. Arbitration.  With the exception of any request for specificfpenance, injunctive or other equitable reliefyatispute or controversy of a
kind arising out of or related to this Agreement, owell’s employment with the Corporation (or with the eoyhg subsidiary), the separation of Mr. Powelinfi
that employment and from his positions as an offexed/or director of the Corporation or any sukesiglior affiliate, or any claims for benefits, wile resolve
exclusively by final and binding arbitration usinghreemember arbitration panel in accordance with the @encial Arbitration Rules of the American Arbitrar
Association currently in effect, provided, howev#rat in rendering their award, the arbitratorsl wi limited to accepting the position of Mr. Polvet the
Corporation. The only claims not covered by thasggraph are any non-waivable claims for benefitden workerscompensation or unemployment insurance |
which will be resolved under those laws. Any adiibn pursuant to this paragraph will take plat&an Francisco, California. The Parties may peesented
legal counsel at the arbitration but must beartbein fees for such representation in the firstanse. The prevailing party in any dispute or coversy covered t
this paragraph, or with respect to any requessgecific performance, injunctive or other equitatgkef, will be entitled to recover, in additioa any other availab
remedies specified in this Agreement, all litigatiexpenses and costs, including any arbitrator i@dtrative or filing fees and reasonable attorndgss, except i
prohibited or limited by law. The Parties spedciflg waive any right to a jury trial on any dispute controversy covered by this paragraph. Judgnmey bt
entered on the arbitratoravard in any court of competent jurisdiction. Sdbjto the arbitration provisions of this paragraible sole jurisdiction and venue for i
action related to the subject matter of this Agreetwill be the California state and federal colndsing within their jurisdiction the location dig Corporatiors
principal place of business in California at thrediof such action, and both Parties hereby coneehe jurisdiction of such courts for any suchi@tt

15. Governing law. This Agreement will be governed by and construeder the laws of the United States and, to thergxiot preempted by st
laws, by the laws of the State of California, withoegard to their conflicts of laws provisions.

16. No waiver. The failure of either Party to exercise or enégrat any time, or for any period of time, any loé provisions of this Agreement v
not be construed as a waiver of that provisioraroyr portion of that provision, and will in no waffexct that partys right to exercise or enforce such provisions.
waiver or default of any provision of this Agreerhaiill be deemed to be a waiver of any succeediegth of the same or any other provisions of tlgjse@ment.




17. Acceptance of Agreement.

a. Mr. Powell was provided up to 21 daysonsider and accept the terms of this Agreeraadtwas advised to consult with an atto
about the Agreement before signing it. The prawisiof the Agreement are, however, not subjecegmwtiation. After signing the Agreement, Mr. Poleilll have
an additional seven (7) days in which to revokeiiting acceptance of this Agreement. To revoke, Rowell will submit a signed statement to thaeeffto PG&E
Corporations Chief Legal Officer before the close of businessthe seventh day. If Mr. Powell does not submiitveely revocation, the Effective Date of t
Agreement will be the eighth day after he has gighe

b. Mr. Powell acknowledges reading andasstanding the contents of this Agreement, beffuyded the opportunity to review carefully t
Agreement with an attorney of his choice, not meyon any oral or written representation not corgdiin this Agreement, signing this Agreement kmaghyi anc
voluntarily, and, after the Effective Date of thigreement, being bound by all of its provisions.

Dated: PG&E CORPORATION
3/6/08

By:  JOHN R. SIMON

Dated: March 6
2008 . G. ROBERT POWELL

G. ROBERT POWELL







Exhibit 10.5
PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

RESTRICTED STOCK GRANT

PG&E CORPORATION , a California corporation, hereby grants sharefRestricted Stock to the Recipient nhamed belowe Thares «
Restricted Stock have been granted under the PG&fpdZation 2006 Longerm Incentive Plan, as amended on February 156,2D8cember 20, 2006, ¢
October 17, 2007 (the “LTIP")The terms and conditions of the Restricted Stoeksat forth in this cover sheet and in the attadRestricted Stock Agreement (
“Agreement”).

Date of Grant: Margh2008

Name of Recipient:

Last Four Digits of Recipient’s Social Security Nipen:

Number of Shares of Restricted Stock Gran

By signing this cover sheet, you agree to all of the terms and conditions described in the attached
Agreement. You and PG&E Corporation agree to execute such further instruments and to take such
further action as may reasonably be necessary to carry out the intent of the attached Agreement. You are
also acknowledging receipt of this Grant, the attached Agreement, and a copy of the prospectus describing
the LTIP and the Restricted Stock dated March 1, 2008.

Recipient:
(Signature)

Attachment

Please sign and return to PG&E Corporation, HumagsBurces,
One Market, Spear Tower, Suite 400, San Franci@atifornia 94105




The LTIP and Other
Agreements

Grant of Restricted Stock

Lapse of Restrictions

Voluntary Termination

Termination for Cause

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN
RESTRICTED STOCK AGREEMENT

This Agreement constitutes the entire understandétgieen you and PG&E Corporation regarding theriRésd Stock, subject
the terms of the LTIP. Any prior agreements, cotmmints or negotiations are superseded. In thetesiemny conflict o
inconsistency between the provisions of this Agreetmand the LTIP, the LTIP shall govern. Capitdizterms that are r
defined in this Agreement are defined in the LTH®r purposes of this Agreement, employment with BEG8orporation she
mean employment with any member of the Particige@ompany Group.

PG&E Corporation grants you the number of sharéReasftricted Stock shown on the cover sheet ofAgieement. The shares
Restricted Stock are subject to the terms and tiondiof this Agreement and the LTIP.

As long as you remain employed with PG&E Corpomtithe restrictions will lapse as to 20 percenthef total number of shai
of Restricted Stock originally subject to this Agneent, as shown above on the cover sheet, onrdteiisiness day of March
each of the first, second and third years followting Date of Grant. The restrictions will lapse@an additional 40 percent of
total number of shares of Restricted Stock on itis¢ husiness day of March of the fifth year foliogy the Date of Grant; provide
however, that the restrictions will lapse as te #0 percent on the first business day of Marcthefthird year following the Da
of Grant if PG&E Corporation’s performance in togdareholder return (“TSR”) is at or above the”?ﬁercentile for the pric
three calendar years as compared with the compagedap established from time to time by PG&E Cogtion. (Each lapse d
is an “Annual Lapse Date”)Except as described below, all shares of RestriStedk subject to this Agreement as to whict
restrictions have not lapsed shall be forfeitedrugsmination of your employment.

To the extent this Agreement provides for the cured lapse of restrictions following the terminatiof employment, sur
continued lapse shall be subject to your contim@dpliance with certain post-employment restricion

In the event that you terminate your employmenhvG&E Corporation voluntarily, you will automatitaforfeit to PG&E
Corporation all of the shares of Restricted Stackoawhich the restrictions have not lapsed sulifetiis Agreement as of the d
of such Termination.

If your employment with PG&E Corporation is termied by PG&E Corporation for cause, you will autoicedty forfeit to PG&E
Corporation all shares of Restricted Stock as techvkhe restrictions have not lapsed subject te Agreement as of the date
such termination. In general, termination for “salmeans termination of employment because of dislignasriminal offens
or violation of a work rule, and will be determinkeg and in the sole discretion of PG&E Corporation.
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Termination other than for
Cause

Retirement

Death/Disability

Termination Due to Disposition
of Subsidiary

Change in Control

If your employment with PG&E Corporation is termied by PG&E Corporation other than for cause befbeerestrictions ¢
your Restricted Stock lapse, and you are an offit®&ands 15, the restrictions on your outstanding sharesesdtitted Stock th
would have lapsed during the period of the “SevesaMultiple” under the applicable severance policy shall costitaulaps
pursuant to the regular lapse schedule (or sotméne extent described below in connection witbhange in Control during su
period). In the event of your involuntary termimettiother than for cause, if you are not an offioeBands 15, the restrictions ¢
your outstanding shares of Restricted Stock thatlévbave lapsed within 12 months following suchigration will continue t
lapse pursuant to the regular lapse schedule (@nespin the event of a Change in Control duringhsperiod). All othe
outstanding shares of Restricted Stock shall autioaily be forfeited to PG&E Corporation upon suelmination.

In the event of your Retirement, the restrictiomsyour outstanding shares of Restricted Stock edglitinue to lapse as thot
your employment had continued. You will be consédieto have retired if you are age 55 or oldertendate of termination anc
you were employed by PG&E Corporation for at lefigé consecutive years ending on the date of teamtion of you
employment.

If your employment terminates due to your deathlieability, the restrictions on all of your shadsRestricted Stock shall lag
on the next Annual Lapse Date. In the event ofhar@e in Control after such termination and befareh next Annual Lap
Date, the restrictions as to all shares of RestliGtock shall immediately lapse to the extent rilesd below underChange il
Control.”

(1) If your employment is terminated (other than dause or your voluntary termination) by reasora afivestiture or change
control of a subsidiary of PG&E Corporation, whigivestiture or change in control results in suchsédiary no longer qualifyir
as a subsidiary corporation under Section 424(fthefInternal Revenue Code of 1986, as amended‘Qbée”), or (2) if youl
employment is terminated (other than for causeowrr ywoluntary termination) coincident with the safeall or substantially all «
the assets of a subsidiary of PG&E Corporation réstrictions on all shares of Restricted StocKl$apse in the same mannel
for a “Termination other than for Cause” describddve.

In the event of a Change in Control, the surviviogntinuing, successor, or purchasing corporatiootber business entity
parent thereof, as the case may be (the “Acquirprmay, without your consent, either assume orinaetPG&E Corporatiors’
rights and obligations under this Agreement or tesubstantially equivalent awards associated thighAcquirors stock. If thi
Award is neither assumed nor continued by the Arcgur if the Acquiror does not provide a subsalhtiequivalent award, tl
restrictions on all of your outstanding shares eficted Stock shall automatically lapse and becaonforfeitable immediate
preceding, and contingent on, the Change in ConfrBIG&E Corporation.

If the Acquiror assumes or continues PG&E Corporasi rights and obligations under this Agreement disttutes a substantia
equivalent award, TSR shall be calculated by aggieg (a) the TSR of PG&E Corporation for the pdrfoom January 1 of tt
year of the grant to the date of the Change in ©brand (b) the TSR of the Acquiror from the dafehe Change in Control to t
end of the calendar year preceding the third Anhaake Date.
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Termination In Connection with If your employment is terminated in connection watiChange in Control within three months beforeGheange in Control occt

a Change in Control

Escrow

Release of Shares and
Withholding Taxes

or within two years following the Change in Conjrifle restrictions on all of your outstanding skasé Restricted Stock (to t
extent the restrictions did not previously lapsemailure of the Acquiror to assume or continuis tAward) shall lapse al
become nonforfeitable on the date of terminationyofir employment. PG&E Corporation shall have #fwde discretion 1
determine whether termination of your employmensg weade in connection with a Change in Control.

The certificates for the Restricted Stock shaltlbposited in escrow with the Corporate Secretafy@&E Corporation to be he
in accordance with the provisions of this paragraBhch deposited certificate shall be accompalyeany assignment docume
PG&E Corporation may require you to execute. Tepadited certificates shall remain in escrow wiith time as the certifica
are to be released or otherwise surrendered faedation as discussed below.

All dividends, if any, on the Restricted Stock sl held in escrow and subject to the same réising as the shares to which t
relate.

The shares of Restricted Stock held in escrow meleushall be subject to the following terms andditions relating to the
release from escrow or their surrender to PG&E Gafion:

. When the restrictions as to your shares of Restti&tock lapse as described above, the certifiéatesich shares shall
be released from escrow and delivered to you, at sequest within thirty (30) days of the appli@Binnual Lapse Date.

. Upon termination of your employment, any shareReétricted Stock as to which the restrictions hasedapsed shall t
forfeited and automatically surrendered to PG&Epooation as provided herein.

Note that you must make arrangements acceptabRG®E Corporation to satisfy withholding or othexéa that may be d
before your shares will be released to you. If gouelect, PG&E Corporation will assist you in gl your shares througt
broker so that you can use the sales proceeds tisfysapplicable taxes. You will receive the remag proceeds
cash. However, if you wish to receive the stockifieates in lieu of selling your shares, you wiked to make arrangement
pay the applicable taxes either by check or thropgyroll deduction. PG&E Corporation will notifyoy about how to instru
PG&E Corporation to sell your shares when the i&ins lapse or make other arrangements.
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Code Section 83(b) Election

Leaves of Absence

Voting and Other Rights

Under Section 83(a) of the Code, the Fair Markdu¥af the Restricted Stock on the date any farfeitrestrictions applicable
such Restricted Stock lapse will be reportable ragnary income at that time. For this purposerféddure restrictions'include
surrender to PG&E Corporation of Restricted Stagkl@scribed above. You may elect to be taxedestitte the Restricted Stc
is granted to you, rather than when the restristiapse by filing an election under Section 83(bjhe Code with the Intern
Revenue Service within thirty (30) days after thatéof Grant. Failure to make this filing withinet thirty (30) day period w
result in the recognition of ordinary income by y@u the event the Fair Market Value of the RestdcStock increases after
date of purchase) as the forfeiture restrictiopséa YOU ACKNOWLEDGE THAT IT IS YOUR SOLE RESPONSIBILITY ,
AND NOT PG&E CORPORATION' S, TO FILE A TIMELY ELECTION UNDER CODE SECTION 83( b). YOU ARE
RELYING SOLELY ON YOUR OWN ADVISORS WITH RESPECT TO THE DECISION AS TO WHETHER OR NOT
TO FILE A CODE SECTION 83(b) ELECTION.

For purposes of this Agreement, if you are on apraged leave of absence from PG&E Corporation, oeapient of PG&l
Corporation sponsored disability benefits, you vatintinue to be considered as employed. If youndo return to activ
employment upon the expiration of your leave ofesite or the expiration of your PG&E Corporation regmred disabilit
benefits, you will be considered to have volunyat@rminated your employment. See above under “Malty Termination.”

PG&E Corporation reserves the right to determinéctvleaves of absence will be considered as coimtinemployment and wh:
your employment terminates for all purposes undisrAgreement.

Subject to the terms of this Agreement, you shailiehall the rights and privileges of a sharehotdd?G&E Corporation while tt

Restricted Stock is held in escrow, including thght to vote. As described above, all dividendisny, on the Restricted Stc
shall be held in escrow and subject to the santdaisns as the shares to which they relate.
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Restrictions on PG&E Corporation will not issue any Restricted &tddhe issuance of such Restricted Stock at tiheg would violate any law
Issuance regulation.

Restrictions on Resale and By signing this Agreement, you agree not to sejl Restricted Stock before the restrictions lapssetirany shares acquired un

Hedge Transactions this grant at a time when applicable laws, regoketior Company or underwriter trading policies jidtsale. In particular, |
connection with any underwritten public offering BE&E Corporation of its equity securities pursu@nan effective registratic
statement filed under the Securities Act of 1933) ghall not sell, make any short sale of, loapadtlyecate, pledge, grant ¢
option for the purchase of, or otherwise dispos&ansfer for value or agree to engage in any efftliegoing transactions w
respect to any shares acquired under this grahbuiitthe prior written consent of PG&E Corporatamits underwriters, for su
period of time after the effective date of suchisggtion statement as may be requested by PG&Rdation or the underwriters.

If the sale of shares acquired under this granbigegistered under the Securities Act of 1933 dmuexemption is available whi
requires an investment or other representatiormardanty, you shall represent and agree that tleeeShbeing acquired are be
acquired for investment, and not with a view to #ade or distribution thereof, and shall make sattter representations &
warranties as are deemed necessary or appropyi&@&&E Corporation and its counsel.

By your acceptance of the grant, you agree thatewthie Restricted Stock is subject to restrictioymmy will not enter into
corresponding hedging transaction relating to PG8d&poration’s stock nor engage in any short sal®@&E Corporatiorg
stock. This prohibition shall not apply to transacs effected through PG&E Corporatisnbenefit plans that provide
opportunity to invest in Company stock or which\pde compensation based on the price of Comparksto

No Retention Rights This Agreement is not an employment agreement aed dot give you the right to be retained by PG&pOration. Except i
otherwise provided in an applicable employment egrent, PG&E Corporation reserves the right to teate your employment
any time and for any reason.

Legends All certificates that may be issued to represeatRestricted Stock issued under this grant sh&lérer applicable, have endor
thereon the following legends:

“THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBEJT TO CERTAIN RESTRICTIONS ON TRANSFE
SET FORTH IN AN AGREEMENT BETWEEN PG&E CORPORATIOAND THE REGISTERED HOLDER, OR HIS C
HER PREDECESSOR IN INTEREST. A COPY OF SUCH AGRHEHEWT IS ON FILE AT THE PRINCIPAL OFFICE C
PG&E CORPORATION AND WILL BE FURNISHED UPON WRITTEREQUEST TO THE CORPORATE SECRETARY
PG&E CORPORATION BY THE HOLDER OF RECORD OF THE SRES REPRESENTED BY THIS CERTIFICATE.”
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Applicable Law This Agreement will be interpreted and enforcedarrttie laws of the State of California.

By signing the cover sheet of this Agreement, you agree to all of the terms and conditions described above and in the LTI P.
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Exhibit 10.6
PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN
PERFORMANCE SHARE GRANT

PG&E CORPORATION , a California corporation, hereby grants Perforcga8hares to the Recipient named below. The Pesdioce Shar
have been granted under the PG&E Corporation 2@0@j{erm Incentive Plan, as amended on February 15,2ZD8cember 20, 2006, and October 17, 2007
“LTIP"). The terms and conditions of the PerforrarShares are set forth in this cover sheet andtthehed Performance Share Agreement (the “Agregne

Date of Grant: Margh2008

Name of Recipient:

Last Four Digits of Recipient’s Social Security Nipen:

Number of Performance Shar

By signing this cover sheet, you agree to all of the terms and conditions described in the attached Agreement. You and PG&E
Corporation agree to execute such further instruments and to take such further action as may reasonably be necessary to carry
out the intent of the attached Agreement. You are also acknowledging receipt of this Grant, the attached Agreement, and a copy
of the prospectus describing the LTI P and the Performance Shares dated March 1, 2008.

Recipient:

(Signature)

Attachment

Please sign and return to PG&E Corporation, HumagsBurces,
One Market, Spear Tower, Suite 400, San Franci@atifornia 94105




PG&E CORPORATION 2006 LONG-TERM INCENTIVE PLAN
PERFORMANCE SHARE AGREEMENT

The LTIP and Other This Agreement constitutes the entire understandatgeen you and PG&E Corporation regarding théoPaance Shares, subj

Agreements to the terms of the LTIP. Any prior agreementsmotitments or negotiations are superseded. In temteof any conflict ¢
inconsistency between the provisions of this Agreenand the LTIP, the LTIP shall govern. Capitalizerms that are not defin
in this Agreement are defined in the LTIP.

For purposes of this Agreement, employment with EG8orporation shall mean employment with any mendbehe Participatin
Company Group.

Grant of PG&E Corporation grants you the number of PerforreaBhares shown on the cover sheet of this Agrelenidére Performanc
Performance Shares Shares are subject to the terms and conditions®Pgreement and the LTIP.

Vesting of Performance ShareAs long as you remain employed with PG&E Corporatithe Performance Shares will vest on the firsitess day of March (t

“Vesting Date”) of thethird year following the date of grant specified in thever sheet. Except as described below
Performance Shares subject to this Agreement that hot vested shall be forfeited upon terminatibpour employment.

Payment of Performance Upon the Vesting Date, PG&E Corporatienfotal shareholder return (TSR) will be comparedtie TSR of the twelve otk

Shares companies in PG&E Corporation’s comparator gr&uﬁmr the prior three calendar years (the “PerforneaReriod”). Subject t

rounding considerations, there will be no payout T&R below the Zéh percentile of the comparator group; TSR at thechS

percentile will result in a 25% payout of PerformanShares; TSR at the '}E percentile will result in a 100% payout
Performance Shares; and TSR in the top rank vslilten a 200% payout of Performance Shares. ©hewing table sets forth tl
payout percentages for the various TSR rankingscihald be achiever

Number of Companies in
Total (Including PG&E)

13
Performance Rounded
Rank Percentile Payout

1 100% 200%
2 92% 170%
3 83% 130%
4 75% 100%
5 67% 90%
6 58% 75%
7 50% 65%
8 42% 50%
9 33% 35%
10 25% 25%
11 17% 0%
12 8% 0%
13 0% 0%

! The identities of the companies currently compgsihe comparator group are included in the prospecPG&E Corporation reserves the right to chatihg
companies comprising the comparator group at ang.ti
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The payment will equal the product of the numbevested Performance Shares, the applicable payoaeptage, and the average
closing price of a share of PG&E Corporation commtutk for the last 30 calendar days of the yeacguling the Vesting Date as
reported on the New York Stock Exchange. Paymérasy, will be made as soon as practicable folfmpthe date that the
Compensation Committee of the PG&E Corporation Badrirectors certifies the TSR percentile ranleothe Performance
Period pursuant to Section 10.5(a) of the LTIP,ib@ny event within sixty (60) days of the VestiDgte.

Dividends Each time that PG&E Corporation declares a dividemdts shares of common stock, an amount equdletalividend multiplied b
the number of Performance Shares granted to yahibyAgreement shall be accrued on your behalfolf receive a Performar
Share payout in accordance with the preceding papag at that same time you also shall receivesa gayment equal to t
amount of any dividends accrued over the PerformdPeriod multiplied by the same payout percentaggsl io determine tl
amount of the Performance Share payout.

Voluntary Termination If you terminate your employment with PG&E Corpdvatvoluntarily before the Vesting Date, all of tRerformance Shares st
be cancelled as of the date of such terminationaawyddividends accrued with respect to your Peréoroe Shares shall be forfeited.

Termination for Cause If your employment with PG&E Corporation is termied by PG&E Corporation for cause before the Vestrate, all of th
Performance Shares shall be cancelled as of tleeofiauch termination and any dividends accruet véspect to your Performar
Shares shall be forfeited. In general, terminafam“cause”means termination of employment because of distignascrimina
offense or violation of a work rule, and will betelenined by and in the sole discretion of PG&E @ogpion.

Termination other than for If your employment with PG&E Corporation is termied by PG&E Corporation other than for cause befoecVesting Date, yo

Cause unvested Performance Shares will vest proportigrizdised on the number of months during the Perfocen&eriod that you we
employed (rounded down) divided by the number ofnthse in the Performance Period (36 months). Aleotoutstandin
Performance Shares (and any associated accruetkdds) shall automatically be cancelled upon secdmihation. Your veste
Performance Shares will be payable, if at all, @snsas practicable after the Vesting Date basethersame formula applied
active employees and in any event within sixty (68ys of the Vesting Date. At that time you alkalkreceive a cash payment
any, equal to the amount of dividends accrued dkier Performance Period with respect to your veftedormance Shar
multiplied by the same payout percentage usedtermdne the amount, if any, of the Performance Sipayout.
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Retirement

Death/Disability

Termination Due to
Disposition of Subsidiary

If you retire before the Vesting Date, your outsiag Performance Shares will continue to vest asigh your employment h
continued and will be payable, if at all, as sosrpeacticable following the Vesting Date and in @&went within sixty (60) days
the Vesting Date. At the same time you also shlath receive a cash payment, if any, equal to theuat of dividends accrued o
the Performance Period with respect to your Perfmece Shares multiplied by the same payout perceniagd to determine 1
amount, if any, of the Performance Share payowu Will be considered to have retired if you are &9 or older on the date
termination and if you were employed by PG&E Cogtian for at least five consecutive years endinghendate of termination
your employment.

If your employment terminates due to your deathdimability before the Vesting Date, all of your féemance Shares sh
immediately vest and will be payable, if at all,s@®n as practicable after the Vesting Date arahinevent within sixty (60) days
the Vesting Date based on the same formula apfdiedtive employees. At that same time you alsdl seceive a cash paymenti
any, equal to the amount of dividends accrued thverPerformance Period with respect to your Perdmee Shares multiplied
the same payout percentage used to determine therdnif any, of the Performance Share payout.

(1) If your employment is terminated (other tham éause or your voluntary termination) by reasoradfivestiture or change
control of a subsidiary of PG&E Corporation, whidivestiture or change in control results in suchsidiary no longer qualifyir
as a subsidiary corporation under Section 424(flhefInternal Revenue Code of 1986, as amende(®)adf your employment
terminated (other than for cause or your voluntarynination) coincident with the sale of all or stamtially all of the assets o
subsidiary of PG&E Corporation, all Performance r@kashall vest proportionally based on the numbemonths during th
Performance Period that you were employed (rourdi®en) divided by the number of months in the Pen@mnce Period (¢
months). All other outstanding Performance Shéaesl any associated accrued dividends) shall autcaiig be cancelled upc
such termination. Your vested Performance Shaibevpayable, if at all, as soon as practicalfterahe Vesting Date and in &
event within sixty (60) days of the Vesting Datased on the same formula applied to active emptoyAé that same time you a
shall receive a cash payment, if any, equal toatmeunt of dividends accrued over the Performancedevith respect to yol
vested Performance Shares multiplied by the sarpeuppercentage used to determine the amountyifafrthe Performance Shi
payout.

A-3




Change in Control In the event of a Change in Control, the surviviogitinuing, successor, or purchasing corporatiootioer business entity or par
thereof, as the case may be (the “Acquirgr may, without your consent, either assume orinaptPG&E Corporatiors rights an
obligations under this Agreement or provide a saslly equivalent award in substitution for therfdrmance Shares subjec
this Agreement. If the Acquiror assumes or cor@BlPG&E Corporatios’ rights and obligations under this Agreemer
substitutes a substantially equivalent award, TB&I e calculated by aggregating (a) the TSR o&P&orporation for the peric
from January 1 of the year of grant to the datthefChange in Control, and (b) the TSR of the Aagruirom the date of the Char
in Control to the last calendar day of the yearcpding the Vesting Date. The payout percentafiected in the table set fol
above for the highest percentile TSR performanceanexceeded when calculated on that basis, ansidering any adjustments
the comparator group, will be used to determineahmunt of the payout, if any, upon settlementh&f assumed, continued
substituted award, which settlement shall occuscs as practicable after the Vesting Date andhynearent within sixty (60) da:
of the Vesting Date. At that time you also shadteive a cash payment, if any, equal to the amoticividends accrued wi
respect to your Performance Shares to the firsinbas day of the year following the Change in Galntnultiplied by the san
payout percentage used to determine the amouartyifof the Performance Share payout.

If this Award is neither assumed nor continued txy Acquiror or if the Acquiror does not provideubstantially equivalent awe
in substitution for the Performance Shares suligethis Agreement, all of your outstanding Perfonece Shares shall automatic:
vest and become nonforfeitable when the ChangeitrGl of PG&E Corporation occurs before the Vegtidate. To the extent t
Change in Control also is a change in ownershiP@&E Corporation, a change in effective controlP&&E Corporation, or
change in a substantial portion of the assets o&FP@&orporation as defined in Code Section 409A(2)¢A and the relate
regulations (a “409A Change in Control Evensich vested Performance Shares will become payeabtae first business day
the year following the Change in Control. To tixéeat the Change in Control is not a 409A Chang@adntrol Event, payment sh
be made upon the earlier of (a) as soon as pratgidallowing your subsequent “separation from gV (as defined under Co
Section 409A) for any reason from PG&E Corporation(b) as soon as practicable following the ordgjiMesting Date and in a
event within sixty (60) days of the original Veglibate. The payment, if any, will be based on PQ3dtporations TSR for th
period from January 1 of the year of grant to tagedf the Change in Control compared to the TSRe@bther companies in PG«
Corporation’s comparator grou7pfor the same period. The payment will be calcdaby multiplying the number of vest
Performance Shares by the payout percentage. dhédting number of Performance Shares will be gl by the averac
closing price of a share of PG&E Corporation comnstock for the last 30 calendar days precedingGhange in Control
reported on the New York Stock Exchange. At thmeséime you also shall receive a cash paymentyif aqual to the amount
dividends accrued with respect to your PerformaBbares to the first business day of the year fotigthe Change in Conti
multiplied by the same payout percentage usedtrméine the amount, if any, of the Performance Sipayout.

2 The identities of the companies currently compgsihe comparator group are included in the prospecPG&E Corporation reserves the right to chathg
companies comprising the comparator group at ang.ti




Termination In Connection
with a Change in Control

Delay

Withholding Taxes

Leaves of Absence

If your employment is terminated in connection watiChange in Control within three months beforeGhange in Control occurs
within two years following the Change in Contrdl, & your outstanding Performance Shares (to tttere they did not previous
vest upon failure of the Acquiror to assume or corg this Award) shall automatically vest and beearonforfeitable on the date
termination of your employment. Your vested Perfante Shares will be payable, if at all, as sooprasticable following th
original Vesting date and in any event within si¢§0) days of the Vesting Date and will be basedhensame formula applied
active employees. You shall also at that time ivgca cash payment, if any, equal to the amourndifiends accrued over t
Performance Period with respect to your vestedoPaednce Shares multiplied by the same payout ptrgerused to determine
amount, if any, of the Performance Share payout.

PG&E Corporation shall have the sole discretiodgtermine whether termination of your employmens weade in connection w
a Change in Control.

PG&E Corporation shall delay the issuance of argresh of common stock and payment of dividends eécettient it is necessary
comply with Section 409A(a)(2)(B)(i) of the Codel@ting to payments made to certain “key employeé<ertain publiclytradec
companies); in such event, any shares of commark stod dividends to which you would otherwise bétiex during the six (€
month period following the date of your “separatiivom service”under Section 409A will be issued on the first bass da
following the expiration of such six (6) month poeti

PG&E Corporation will withhold amounts necessarysédisfy applicable taxes from the payment to belenaith respect to yo
Performance Shares. You will receive the remaipirageeds in cash.

For purposes of this Agreement, if you are on apraged leave of absence from PG&E Corporation, eeapient of PG&l
Corporation sponsored disability benefits, you withntinue to be considered as employed. If youndo return to activ
employment upon the expiration of your leave ofesiz® or the expiration of your PG&E Corporationrsgmyed disability benefit
you will be considered to have voluntarily termewt your employment. See above underVoltintary
Termination.” Notwithstanding the foregoing, if the leave of alxseexceeds six (6) months, and a return to sengo@e expiratio
of such leave is not guaranteed by statute or aoftthen you shall be deemed for purposes of arapn from service following
Change in Control to have a separation from seméselting in a termination of employment on thestfidate following such six-
month period. To the extent an authorized leavalbsence is due to a medically determinable phlysicenental impairment th
can be expected to result in death or to last foor#tinuous period of at least six (6) months amchsmpairment causes you to
unable to perform, the duties of your position ofpgoyment or any substantially similar positionesfiployment, the six (6) mor
period in the prior sentence shall be twenty-n2@ months.

PG&E Corporation reserves the right to determinéctviteaves of absence will be considered as coininemployment and wh
your employment terminates for all purposes undisrAgreement.
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No Retention Rights This Agreement is not an employment agreement aed dot give you the right to be retained by PG&pOration. Except i
otherwise provided in an applicable employment agrent, PG&E Corporation reserves the right to teate your employment
any time and for any reason.

Applicable Law This Agreement will be interpreted and enforcedarrttie laws of the State of California.

By signing the cover sheet of this Agreement, you agree to all of the terms and conditions described above and in the LTIP.
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EXHIBIT 11
PG&E CORPORATION
COMPUTATION OF EARNINGS PER COMMON SHARE

(in millions, except share amounts

Net income

Less: distributed earnings to common shareholders
Undistributed earnings

Common shareholders earning:

Basic

Distributed earnings to common shareholc
Undistributed earnings allocated to common shadshsl
Total common shareholders earnings, basi

Diluted

Distributed earnings to common shareholc
Undistributed earnings allocated to common shadshsl
Total common shareholders earnings, dilutet
Weighted average common shares outstanding, bas
9.50% Convertible Subordinated Notes

Weighted average common shares outstanding andipating securities, basic
Weighted average common shares outstanding,
Employee sha-based compensatic

Weighted average common shares outstanding, dilute
9.50% Convertible Subordinated Notes

Weighted average common shares outstanding andipating securities, diluted
Net earnings per common share, bas

Distributed earnings, basit

Undistributed earnings, basic

Total

Net earnings per common share, dilutet

Distributed earnings, dilute
Undistributed earnings, dilute

Total

Three Months Ended

March 31,

2008 2007
$ 224 3 25€
13¢ 12€
$ 85 $ 13C
$ 13¢  $ 12€
81 123
$ 22C % 24¢
$ 13¢ 3 12¢€
81 123
$ 22C 3 24¢
35E 34¢
19 19
374 368
35¢E 34¢
1 2
35€ 351
19 19
37E 37C
$ 03¢ $ 0.3€
0.28 0.3
$ 06z $ 0.71
$ 03¢ $ 0.3€
0.2¢ 0.35
$ 0.6z $ 0.71

(Dpistributed earnings, basic may differ from actp@t share amounts paid as dividends, as the EPButation under GAAP requires the use of the weidhte

average, rather than the actual number of, shaitstamding



EXHIBIT 12.1
PACIFIC GAS AND ELECTRIC COMPANY
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Three Months
Ended March

31, Year Ended December 31
2008 2007 2006 2005 2004 2003

Earnings:
Net income $ 23 $ 1,20¢  $ 98t $ 934 $ 398: $ 9232
Adjustments for minority interest in losses
less than 100% owned affiliates and the
Company's equity in undistributed income
(losses) of less than 50% owned affilia - - - - - -
Income taxes provisio 12C 571 602 574 2,561 528
Net fixed charge 22C 88¢ 801 58¢ 671 964
Total Earnings $ 57€¢ $ 2,48¢  $ 2,38¢ $ 2,097 $ 7,214 $ 2,41¢
Fixed Charges:
Interest on short-term borrowings and long

term debt, ne $ 206 $ 834 $ 77C  $ 572 $ 682 $ 947
Interest on capital leas 6 23 11 1 1 1
AFUDC debt 8 32 20 15 12 16
Earnings required to cover the preferred st
dividend and preferred security distribution
requirements of majority owned trt - - - - - 10
Total Fixed Charges $ 22C $ 83¢ $ 801 $ 58¢ $ 671 $ 964
Ratios of Earnings to
Fixed Charges 2.62 2.7¢€ 2.9¢ 3.5€ 10.7¢ 2.51
Note:

For the purpose of computing Pacific Gas and BeG@ompany's ratios of earnings to fixed chargearfiings" represent net income adjusted for thentyninteres
in losses of less than 100% owned affiliates, gqguoiundistributed income or losses of less tha¥ SAvned affiliates, income taxes and fixed chafgesluding
capitalized interest). "Fixed charges" includeiast on long-term debt and shtetm borrowings (including a representative portibmental expense), amortizati
of bond premium, discount and expense, interesigpital leases, AFUDC debt, and earnings requoenbter the preferred stock dividend requirements a
preferred security distribution requirements of oniéy-owned trust. Fixed charges exclude inteogsEASB Interpretation No. 48 (Accounting for Untegnty in
Income Taxes) tax liabilities.



EXHIBIT 12.2
PACIFIC GAS AND ELECTRIC COMPANY
COMPUTATION OF RATIOS OF EARNINGS TO COMBINED
FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

Three Months
Ended March

31, Year Ended December 31
2008 2007 2006 2005 2004 2003

Earnings:
Net income $ 23€ $ 1,20¢ % 98t $ 934 $ 398. $ 928
Adjustments for minority interest in losses

less than 100% owned affiliates and the

Company's equity in undistributed incom

(losses) of less than 50% owned affilia - - - - -
Income taxes provisio 12C 571 602 574 2,561 52¢
Net fixed charge 22( 88¢ 801 58¢ 671 964
Total Earnings $ 57€ $ 2,48¢  $ 2,38¢ $ 2,097 $ 7,214 $ 2,41t
Fixed Charges:

Interest on short-term borrowings

and lon¢-term debt, ne $ 206 $ 834 $ 77C  $ 57¢  $ 682 $ 947
Interest on capital leas 6 23 11 1 1 1
AFUDC debt 8 32 20 15 12) 16
Earnings required to cover the preferred st

dividend and preferred security distributit

requirements of majority owned trust - - - - -
Total Fixed Charges 22( 88¢ 801 58¢ 671 964
Preferred Stock Dividends:
Tax deductible dividend 3 9 12 12 9 9
Pre-tax earnings required to cov
non-tax deductible preferred stock
dividend requirements 1 8 3 13 34 27
Total Preferred Stock Dividends 4 17 15 25 43 36
Total Combined Fixed Charges
and Preferred Stock Dividends $ 224 $ 90€ $ 8l€ $ 614 $ 714 $ 1,00(
Ratios of Earnings to Combined Fixec

Charges and
Preferred Stock Dividends 2.57 2.74 2.92 3.4z 10.1C 2.4z

Note:

For the purpose of computing Pacific Gas and Be€ompany's ratios of earnings to combined fixedrges and preferred stock dividends, "earningsesent net
income adjusted for the minority interest in loseBkess than 100% owned affiliates, equity in wtdbuted income or losses of less than 50% owiffdhtes,
income taxes and fixed charges (excluding capéedlinterest). "Fixed charges" include interestarmg-term debt and short-term borrowings (including
representative portion of rental expense), amditimeof bond premium, discount and expense, interesapital leases, AFUDC debt, and earnings redub cover
the preferred stock dividend requirements and predlesecurity distribution requirements of majositwned trust. "Preferred stock dividends" repréesax
deductible dividends and pre-tax earnings thategeired to pay the dividends on outstanding pretesecurities. Fixed charges exclude intere$tABB
Interpretation No. 48 (Accounting for Uncertaintylncome Taxes) tax liabilities.



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE3a-14(a)

I, Peter A. Darbee, certify that:

1. I have reviewed this Quarterly Report on Form 1@(the quarter ended March 31, 2008 of PG&E Caapion;

2. Based on my knowledge, this report does not cordgajnuntrue statement of a material fact or omisteie a material fact necessary to make the staui
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghdxc
Rules 13a-15(e) and 15d-15(e)) and internal comvek financial reporting (as defined in Exchanga Rules 13a-15(f) and 15tb(f)) for the registrant ai
have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedureg tesigned under our supervision, to ensure
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovus by others within those entities, particylauring
the period in which this report is being prepared;

b. Designed such internal control over financial réipg; or caused such internal control over finahoégorting to be designed under our supervisio
provide reasonable assurance regarding the réfyabfl financial reporting and the preparation ofancial statements for external purposes in aean
with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsmeaport our conclusions about the effectivendsthe
disclosure controls and procedures, as of the étitegeriod covered by this report based on sweluation; and

d. Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrastinost recent fiscal quar
(the registrant’s fourth quarter in the case ofanual report) that has materially affected, ae&sonably likely to materially affect, the regastr's interna
control over financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiortexhal control over financial reporting, to tregistrant’

auditors and the audit committee of registrantart@f directors (or persons performing the eqentfunctions):

a. All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reporting which are reasonably liké&b
adversely affect the registrant's ability to recgnibcess, summarize and report financial inforamgtand

b. Any fraud, whether or not material, that involveammagement or other employees who have a significéain the registrant's internal control overfitia
reporting.

Date: May 6, 2008 PETER A. DARBEE

Peter A. Darbee
Chairman, Chief Executive Officer, and President




CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE3a-14(a)

I, Christopher P. Johns, certify that:

1.

| have reviewed this Quarterly Report on Form 1@(the quarter ended March 31, 2008 of PG&E Caapion;

Based on my knowledge, this report does not cordain untrue statement of a material fact or omistate a material fact necessary to make the statie
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this report;

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghdc
Rules 13a-15(e) and 15d-15(e)) and internal comvek financial reporting (as defined in Exchanga Rules 13a-15(f) and 15tb(f)) for the registrant a
have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and proceduree tesigned under our supervision, to ensure
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovus by others within those entities, particylauring
the period in which this report is being prepai

b. Designed such internal control over financial reipgr, or caused such internal control over finahoggorting to be designed under our supervisio
provide reasonable assurance regarding the réfyabfl financial reporting and the preparation ofancial statements for external purposes in aegan
with generally accepted accounting princip

c. Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsmeaport our conclusions about the effectivendsthe
disclosure controls and procedures, as of the éttteeriod covered by this report based on swaluation; anc

d. Disclosed in this report any change in the regmtsainternal control over financial reporting thatcurred during the registrastmost recent fiscal quar
(the registrant’s fourth quarter in the case ofanual report) that has materially affected, ae&sonably likely to materially affect, the registr's interna
control over financial reporting; ar

The registrant's other certifying officer and | badisclosed, based on our most recent evaluationteal control over financial reporting, to thegistrant'
auditors and the audit committee of registrantartd@f directors (or persons performing the eqenafunctions):

a. All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reporting which are reasonably liké&b
adversely affect the registrant's ability to re¢cgnabcess, summarize and report financial inforamgtand

b. Any fraud, whether or not material, that involveammagement or other employees who have a significéain the registrant's internal control overfitia
reporting.

Date: May 6, 2008 CHRISTOPHER P. JOHNS

Christopher P. Johns
Senior Vice President, Chief Financial Officer dndasurer



Exhibit 31.2

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE3a-14(a)

I, William T. Morrow, certify that:

1.

| have reviewed this Quarterly Report on Form 1@the quarter ended March 31, 2008 of Pacific & Electric Company;

Based on my knowledge, this report does not cordain untrue statement of a material fact or omistate a material fact necessary to make the stati
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this report;

Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghdc
Rules 13a-15(e) and 15d-15(e)) and internal comvek financial reporting (as defined in Exchanga Rules 13a-15(f) and 15tb(f)) for the registrant ai
have:

a.

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurés tesigned under our supervision, to ensure
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovus by others within those entities, particylauring
the period in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahoigorting to be designed under our supervisio
provide reasonable assurance regarding the réfyabfl financial reporting and the preparation ofancial statements for external purposes in aean
with generally accepted accounting principles;

Evaluated the effectiveness of the registrant'slassire controls and procedures and presentedsmreport our conclusions about the effectivendshe
disclosure controls and procedures, as of the étitegeriod covered by this report based on sweluation; and

Disclosed in this report any change in the regmtsainternal control over financial reporting thatcurred during the registrastmost recent fiscal quar
(the registrant’s fourth quarter in the case ofanual report) that has materially affected, ae&sonably likely to materially affect, the regastr's interna
control over financial reporting; and

The registrant's other certifying officer and | badisclosed, based on our most recent evaluationteal control over financial reporting, to thegistrant'
auditors and the audit committee of registrantartd@f directors (or persons performing the eqenafunctions):

a.

b.

All significant deficiencies and material weaknesse the design or operation of internal controémfinancial reporting which are reasonably likéb
adversely affect the registrant's ability to recgnibcess, summarize and report financial inforamgtand

Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's internal control overafitia
reporting.

Date: May 6, 2008 WILLIAM T. MORROW

William T. Morrow
President and Chief Executive Officer




CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE3a-14(a)

I, Barbara L. Barcon, certify that:

1. | have reviewed this Quarterly Report on Form 1@the quarter ended March 31, 2008 of Pacific &as Electric Company;

2. Based on my knowledge, this report does not cordgayjnuntrue statement of a material fact or omisteie a material fact necessary to make the staui
made, in light of the circumstances under whicthsstatements were made, not misleading with redpebe period covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as defined in Exgghaxc
Rules 13a-15(e) and 15d-15(e)) and internal comver financial reporting (as defined in Exchange Rules 13a-15(f) and 15tb(f)) for the registrant ai
have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and proceduree tesigned under our supervision, to ensure
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovus by others within those entities, particylauring
the period in which this report is being prepared;

b. Designed such internal control over financial réipg; or caused such internal control over finahoégorting to be designed under our supervisio
provide reasonable assurance regarding the réfjabfl financial reporting and the preparation ofancial statements for external purposes in a@oan
with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant'slalisire controls and procedures and presentedsmeport our conclusions about the effectivendsthe
disclosure controls and procedures, as of the éttteqeriod covered by this report based on sweluation; and

d. Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrastinost recent fiscal quar
(the registrant’s fourth quarter in the case ofanual report) that has materially affected, ae&sonably likely to materially affect, the regastr's interna
control over financial reporting; and

5. The registrant's other certifying officer and | kadisclosed, based on our most recent evaluationtefal control over financial reporting, to thegistrant'
auditors and the audit committee of registrantarté@f directors (or persons performing the eqerafunctions):

a. All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reporting which are reasonably liké&b
adversely affect the registrant's ability to re¢cgmbcess, summarize and report financial inforamgtand

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's internal control overafitia
reporting.

Date: May 6, 2008 BARBARA L. BARCON

Barbara L. Barcon
Vice President, Finance and Chief Financial Officer



Exhibit 32.1

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

In connection with the accompanying Quarterly ReparForm 10-Q of PG&E Corporation for the quagaded March 31, 2008 (“Form 10-Qf),Peter A
Darbee, Chairman, Chief Executive Officer, and Elergt of PG&E Corporation, hereby certify pursumi8 U.S.C. Section 1350, as adopted pursuarg¢tds
906 of the Sarbanes-Oxley Act of 2002, to the bésty knowledge and belief, that:

(1) the Form 10-Q fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of
1934; and
(2) the information contained in the Form 10-Q fairhggents, in all material respects, the financialdition and

results of operations of PG&E Corporation.

PETER A. DARBEE
PETER A. DARBEE
Chairman, Chief Executive Officer, and President

May 6, 2008




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

In connection with the accompanying Quarterly ReéparForm 10-Q of PG&E Corporation for the quagaded March 31, 2008 (“Form 10-Q”), |,
Christopher P. Johns, Senior Vice President, (firdincial Officer and Treasurer of PG&E Corporatibareby certify pursuant to 18 U.S.C. Section 1380
adopted pursuant to Section 906 of the SarbanesyQhdt of 2002, to the best of my knowledge anddbethat:

(1) the Form 10-Q fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of
1934; and
(2) the information contained in the Form 10-Q fairhggents, in all material respects, the financialdit@on and

results of operations of PG&E Corporation.

CHRISTOPHER P. JOHNS
CHRISTOPHER P. JOHNS

Senior Vice President,

Chief Financial Officer and Treasurer

May 6, 2008



Exhibit 32.2
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Quarterly RéparForm 10-Q of Pacific Gas and Electric Compfomthe quarter ended March 31, 2008 (“Form 10-
Q"), |, William T. Morrow, President and Chief Executi@éficer of Pacific Gas and Electric Company, herebytify pursuant to 18 U.S.C. Section 1350, agpést
pursuant to Section 906 of the Sarbanes-Oxley A20602, to the best of my knowledge and belieft:tha

Q) the Form 109 fully complies with the requirements of secti@{(d) or 15(d) of the Securities Exchange Act of4L
and
2) the information contained in the Form @Ofairly presents, in all material respects, tmaficial condition and resu

of operations of Pacific Gas and Electric Company.

WILLIAM T. MORROW

WILLIAM T. MORROW
May 6, 2008 President and Chief Executive Officer




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

In connection with the accompanying Quarterly RéparForm 10-Q of Pacific Gas and Electric Compfomthe quarter ended March 31, 2008 (“Form 10-
Q"), |, Barbara L. Barcon, Vice President, Finaacel Chief Financial Officer of Pacific Gas and ElecCompany, hereby certify pursuant to 18 U.S€ction
1350, as adopted pursuant to Section 906 of tHeaBas-Oxley Act of 2002, to the best of my knowkedgd belief, that:

Q) the Form 10-Q fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of
1934; and
2) the information contained in the Form 10-Q fairhegents, in all material respects, the financialdéion and

results of operations of Pacific Gas and Electaen@any.

BARBARA L. BARCON
BARBARA L. BARCON
Vice President, Finance and Chief Financial Officer

May 6, 2008



