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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
X1 QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DRE
SECURITIES EXCHANGE ACT OF 193
For the quarterly period ended March 31, 2009
OR
[1] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE
SECURITIES EXCHANGE ACT OF 193
For the transition period from to
Exact Name of
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 California 94-0742640
Company
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, includirig zode

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

Registrar’s telephone number, including area ¢

Indicate by check mark whether each registranhgk)filed all reports required to be filed by Sewti3 or 15(d) of the Securities Exchange Act @&4l8uring
the preceding 12 months (or for such shorter pdtiatithe registrant was required to file such reg)pand (2) has been subject to such filing negmeénts for
the past 90 days. [XYes [ ] No

Indicate by check mark whether the registrant iésnitted electronically and posted on its corpok&eb site, if any, every Interactive Date File regd to be
submitted and posted pursuant to Rule 405 of R&égul&-T during the preceding 12 months (or fortssicorter period that the registrant was requioed t
submit and post such files). *[ Yles [ ] No

* The registrant has not yet been phased intorttegactive data requiremer

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting comp&se
definitions of*large accelerated fil’ “accelerated file” and“smaller reporting compa” in Rule 12I-2 of the Exchange Ac

PG&E Corporation: [X] Large accelerated filer [ ] Accelerated Filer

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

[X] Non-accelerated filer [ Smaller reporting company

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

Pacific Gas and Electric Company: [ 1Yes[X] No
Indicate the number of shares outstanding of e&tthedssue’s classes of common stock, as of the latest pedtalate
Common Stock Outstanding as of May 1, 2009:

PG&E Corporatior 368,363,54!
Pacific Gas and Electric Compa 264,374,80¢
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PART L.

PG&E CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in millions, except per share amounts
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 incomt

Interest expens

Other income, ne
Income Before Income Taxe:

Income tax provision
Net Income

Preferred dividend requirement of subsidiary
Income Available for Common Shareholders

Weighted Average Common Shares Outstanding, Bas

Weighted Average Common Shares Outstanding, Dilute

Net Earnings Per Common Share, Basi
Net Earnings Per Common Share, Dilutec
Dividends Declared Per Common Shar

See accompanying Notes to the Condensed Consdiéfatancial Statement

FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Three Months Ended

March 31,

2009 2008
2,42¢ $ 2,51¢
1,00t 1,21¢
3,431 3,73

882 1,027

557 77E

1,05¢ 1,03¢

41¢ 40z

2,91¢ 3,24(

51z 49z

9 26

(181 (187)

18 5

35¢ 337

11F 11C

244 227

3 3

241 $ 224

364 35¢E

36¢€ 35¢€

$ 0.6F $ 0.62
$ 0.6F $ 0.62
04z $ 0.3¢




PG&E CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions)

ASSETS

Current Assets
Cash and cash equivalel
Restricted cas
Accounts receivable

Customers (net of allowance for doubtful accoumt88y million in 2009 and $76 million in 200

Accrued unbilled revent
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 progre:
Other
Total property, plant, and equipment
Accumulated depreciation
Net property, plant, and equipment
Other Noncurrent Assets
Regulatory asse
Nuclear decommissioning fun:
Other
Total other noncurrent assets
TOTAL ASSETS

See accompanying Notes to the Condensed Consdliffatancial Statements.

(Unaudited)
Balance At
March 31, December
2009 31, 2008
$ 271 $ 21¢
1,28¢ 1,29(
1,49( 1,751
64t 68E
1,37 1,197
62 232
19¢ 191
45 12C
83: 71€
6,197 6,40°
28,73( 27,63¢
10,24: 10,15¢
1,64¢ 2,02
17 17
40,63: 39,83
(13,709 (13,572)
26,92: 26,26
6,087 5,99¢
1,63¢ 1,71¢
494 482
8,21¢ 8,19¢
$ 41,338 $ 40,86(




PG&E CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
Balance At
March 31, December
(in millions, except share amounts) 2009 31, 2008
LIABILITIES AND EQUITY
Current Liabilities
Shor-term borrowings $ 38t % 287
Long-term debt, classified as curre - 60C
Energy recovery bonds, classified as cur 374 37C
Accounts payable
Trade creditor: 83¢ 1,09¢
Disputed claims and customer refur 1,552 1,58(
Regulatory balancing accour 727 73C
Other 40¢ 342
Interest payabl 77¢ 802
Income taxes payab 134 -
Deferred income taxe 38¢ 251
Other 1,36¢ 1,567
Total current liabilities 6,95( 7,62¢
Noncurrent Liabilities
Long-term debt 10,18¢ 9,321
Energy recovery bonc 1,12( 1,21%
Regulatory liabilities 3,77( 3,651
Pension and other postretirement ben: 2,13 2,08¢
Asset retirement obligatior 1,53( 1,68¢
Income taxes payab 36 35
Deferred income taxe 3,49¢ 3,391
Deferred tax credit 92 94
Other 2,161 2,11¢
Total noncurrent liabilities 24,52! 23,60¢
Commitments and Contingencie:
Shareholder¢ Equity
Preferred stock, no par value, authorized 80,0@gdb@res, $100 par value, authorized 5,000,00@s}
none issue! - -
Common stock, no par value, authorized 800,000sb@@es, issued 366,336,769 common and 683,65
restricted shares in 2009 and issued 361,059, Ibénom and 1,287,569 restricted shares in 2 6,12: 5,98¢
Reinvested earning 3,701 3,614
Accumulated other comprehensive loss (214) (227)
Total shareholders equity 9,61( 9,37
Noncontrolling Interest — Preferred Stock of Subsidiary 252 252
Total equity 9,86 9,62¢
TOTAL LIABILITIES AND EQUITY $ 41,338 $ 40,86(

See accompanying Notes to the Condensed Consdliffatancial Statements.




PG&E CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months Ended
March 31,
(in millions) 2009 2008
Cash Flows from Operating Activities
Net income $ 244 $ 221
Adjustments to reconcile net income to net cashigea by operating activitie:
Depreciation, amortization, and decommissior 462 437
Allowance for equity funds used during construct (25 (20
Deferred income taxes and tax credits, 23t 167
Other changes in noncurrent assets and liabi (52) 111
Effect of changes in operating assets and liadsli
Accounts receivabl 301 89
Inventories 16€ 107
Accounts payabl (11€) 144
Income taxes receivable/payal 20¢ (37)
Regulatory balancing accounts, (280 (35€)
Other current asse 32 10z
Other current liabilitie: (390 68
Other 2 (2)
Net cash provided by operating activities 89C 1,03¢
Cash Flows from Investing Activities
Capital expenditure (1,079 (853)
Proceeds from sale of ass 2 6
Decrease in restricted ca 11 2
Proceeds from nuclear decommissioning trust ¢ 387 164
Purchases of nuclear decommissioning trust inveg (412) 17
Other 5 -
Net cash used in investing activitie (1,086) (79€)
Cash Flows from Financing Activities
Net repayments under revolving credit faci - (250
Net issuance (repayments) of commercial papemfndiscount of $2 million in 2009 and $1 million in
2008 96 (29¢)
Proceeds from issuance of long-term debt, neterhprm, discount, and issuance costs of $16 miltion
2009 and $2 million in 200 884 59¢
Long-term debt matured or repurchas (600) (300)
Energy recovery bonds matur (89) (83)
Common stock issue 96 39
Common stock dividends pa (13€) (129)
Other (1) (9)
Net cash provided by (used in) financing activitie 24¢ (332)
Net change in cash and cash equivalen 52 (92
Cash and cash equivalents at January 21¢ 34E
Cash and cash equivalents at March 3 $ 271 $ 258
Supplemental disclosures of cash flow informatiol
Cash (paid) received fo
Interest, net of amounts capitaliz $ 190 $ (189
Income taxes, n¢ 294 -
Supplemental disclosures of noncash investing ansh&éncing activities
Common stock dividends declared but not yet | $ 154 % 13¢
Capital expenditures financed through accounts e 23t 242
Noncash common stock issuan 33 6

See accompanying Notes to the Condensed Consdiffatancial Statement




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 decommissior
Total operating expense:
Operating Income
Interest incomt
Interest expens
Other income, net
Income Before Income Taxe:
Income tax provision
Net Income
Preferred dividend requirement
Income Available for Common Shareholders

(Unaudited)
Three Months Ended
March 31,
2009 2008
$ 242¢ $ 2,51¢
1,00¢ 1,21¢
3,431 3,73
88¢ 1,027
557 77E
1,05¢ 1,03¢
41¢ 40z
2,91¢ 3,24(
512 497
9 24
a73) (180)
21 19
37C 35¢
131 12C
23¢ 23¢
3 3
$ 23€ $ 23:

See accompanying Notes to the Condensed Consdligatancial Statement




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 accoumt88y million in 2009 and $76 million in 200

Accrued unbilled revent
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 progres
Total property, plant, and equipment
Accumulated depreciatic
Net property, plant, and equipment
Other Noncurrent Assets
Regulatory asse
Nuclear decommissioning fun
Related parties receivat
Other
Total other noncurrent assets
TOTAL ASSETS

See accompanying Notes to the Condensed Consdliffatancial Statements.

(Unaudited)
Balance At
December
March 31, 31,
2009 2008

$ 54 % 52
1,28¢ 1,29(
1,49( 1,751
64E& 68t
5 2
1,37 1,197
62 232
19k 191
21 25
82z 70E
5,951 6,13(
28,73( 27,63¢
10,24: 10,15¢
1,64¢ 2,02%
40,61 39,81¢
(13,697) (13,557
26,92: 26,25¢
6,087 5,99¢
1,63¢ 1,71¢
26 27
427 407
8,17( 8,14¢
$ 41,04: $ 40,53"




PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions, except share amounts
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Shor-term borrowings
Long-term debt, classified as curre
Energy recovery bonds, classified as cur
Accounts payable
Trade creditor:
Disputed claims and customer refur
Related partie
Regulatory balancing accour
Other
Interest payabl
Income tax payabl
Deferred income taxe
Other
Total current liabilities
Noncurrent Liabilities
Long-term debt
Energy recovery bonc
Regulatory liabilities
Pension and other postretirement ben:
Asset retirement obligatior
Income taxes payab
Deferred income taxe
Deferred tax credit
Other
Total noncurrent liabilities
Commitments and Contingencie:
Shareholders Equity

Preferred stock without mandatory redemption plionis.
Nonredeemable, 5.00% to 6.00%, outstanding 5,7848are:
Redeemable, 4.36% to 5.00%, outstanding 4,534 8&&<
Common stock, $5 par value, authorized 800,000sb@@es, issued 264,374,809 shares in 2009 and

Additional paic-in capital
Reinvested earnin¢
Accumulated other comprehensive |

Total shareholders equity

TOTAL LIABILITIES AND SHAREHOLDERS ' EQUITY

See accompanying Notes to the Condensed Consdliffatancial Statements.

(Unaudited)
Balance At
December
March 31, 31,
2009 2008

$ 38t $ 287
- 60C

374 37C

83¢ 1,09¢
1,552 1,58(

19 25

727 73C

40E 32t

771 80z

144 53

39¢ 257
1,16¢ 1,371
6,781 7,49¢
9,58¢ 9,041
1,12 1,21:
3,77( 3,657
2,08 2,04(
1,53( 1,68¢

12 12

3,54¢ 3,44¢

92 94

2,11¢ 2,06
23,85¢ 23,25¢
14¢ 14k

11z 11z

1,32 1,32
2,861 2,331
6,17 6,092
(209) (216)
10,40¢ 9,781

$ 41,04: $ 40,53"




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 cashigea by operating activitie:

Depreciation, amortization, and decommissior
Allowance for equity funds used during construct
Deferred income taxes and tax credits,
Other changes in noncurrent assets and liabi
Effect of changes in operating assets and liadsli
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
Proceeds from sale of ass
Decrease in restricted ca
Proceeds from nuclear decommissioning trust ¢
Purchases of nuclear decommissioning trust inveg
Net cash used in investing activitie
Cash Flows from Financing Activities
Net repayments under revolving credit faci

Net issuance (repayments) of commercial papemfdiscount of $2 million in 2009 and $1 million

2008

Proceeds from issuance of l-term debt, net of premium, discount, and issuanstsmf $12 million ir

2009 and $2 million in 200
Long-term debt matured or repurchas
Energy recovery bonds matur
Preferred stock dividends pe
Common stock dividends pa
Equity contributior
Other

Net cash provided by (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) received fo
Interest, net of amounts capitaliz
Income taxes, n¢
Supplemental disclosures of noncash investing ansh&éncing activities
Capital expenditures financed through accounts le

See accompanying Notes to the Condensed Consdliffatancial Statements.
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(Unaudited)
Three Months Ended
March 31,
2009 2008
23¢ % 23€
45€ 437
(25) (20)
234 16C
(48) 10¢€
29¢ 88
16€ 107
(107 14¢
95 (20
(180) (356)
34 104
(38¢€) 65
1 2
777 1,05¢
(1,079 (853)
2 6
11 2
387 164
(412) (117)
(1,097 (79€)
- (250)
96 (19¢)
53¢ 59¢
(600C) (300)
(89) (83)
(3) ()
(15€) (142)
52¢ 5C
2 (7)
31€ (335)
2 (79
52 141
54 $ 62
(290 $ (189
162 -
23t $ 242




NOTE 1: ORGANIZATION AND BASIS OF PRESENTATION

PG&E Corporation is a holding company whose prinfargpose is to hold interests in energy-based bssegs. PG&E Corporation
conducts its business principally through Pacifas@nd Electric Company (“Utility”), a public utifioperating in northern and central
California. The Utility engages in the businesseslectricity and natural gas distribution; eléity generation, procurement, and
transmission; and natural gas procurement, tratedjmm, and storage. The Utility is primarily régted by the California Public Utilities
Commission (“CPUC”) and the Federal Energy Regma@ommission (“FERC”).

This Quarterly Report on Form 1D-is a combined report of PG&E Corporation andultiéty. Therefore, the Notes to the Conder
Consolidated Financial Statements apply to both B@®rporation and the Utility. PG&E Corporatio®endensed Consolidated Financial
Statements include the accounts of PG&E CorporatienUtility, and other wholly owned and contrallsubsidiaries. The Utility’s
Condensed Consolidated Financial Statements in¢chedaccounts of the Utility and its wholly ownettlecontrolled subsidiaries as well as the
accounts of variable interest entities for whicé ttility absorbs a majority of the risk of lossgain. All intercompany transactions have been
eliminated from the Condensed Consolidated Finastatements.

The accompanying Condensed Consolidated Finantsigdr8ents have been prepared in accordance witdrgbnaccepted
accounting principles in the United States of Am&I{*GAAP”) for interim financial information anchiaccordance with the instructions to
Form 10-Q and Rule 10-01 of Regulation S-X promtdday the Securities and Exchange Commission (*pB@d therefore do not contain
all of the information and footnotes required by &AAand the SEC for annual financial statements&PGorporation’s and the Utility’s
Condensed Consolidated Financial Statements refleatjustments that management believes are s&gefor the fair presentation of their
financial condition and results of operations fue periods presented. The information at DecerdbeP008 in both PG&E Corporation’s and
the Utility’s Condensed Consolidated Balance Sheets includbdiquarterly report was derived from the audiahsolidated Balance She
incorporated by reference into their combined AniReport on Form 10-K for the year ended Decemiie2808. PG&E Corporation’s and
the Utility’s combined Annual Report on Form 10-¢t the year ended December 31, 2008, togetherthétinformation incorporated by
reference into such report, is referred to in @igarterly Report on Form 10-Q as the “2008 Annugpdtt.”

Except for the new and significant accounting peicdescribed in Note 2 below, the accounting psdicsed by PG&E Corporation
and the Utility are discussed in Notes 1 and hefNotes to the Consolidated Financial Statemerttse 2008 Annual Report.

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions based on a
wide range of factors, including future regulatdacisions and economic conditions that are diffitmpredict. Some of the more critical
estimates and assumptions, discussed further beltvese notes, relate to the Utility’s regulatassets and liabilities, environmental
remediation liability, asset retirement obligatidh&RO”), income tax-related assets and liabilitipension plan and other postretirement plan
obligations, and accruals for legal matters. Managnt believes that its estimates and assumptifiested in the Condensed Consolidated
Financial Statements are appropriate and reasanabtdiange in management’s estimates or assungptiould result in an adjustment that
would have a material impact on PG&E Corporatians the Utility’s financial condition and resultsaperations during the period in which
such change occurred.

This quarterly report should be read in conjunctiothh PG&E Corporation’s and the Utility’s audit€bnsolidated Financial
Statements and Notes to the Consolidated FinaStaéd¢ments in the 2008 Annual Report.

NOTE 2: NEW AND SIGNIFICANT ACCOUNTING POLICIES
Disclosures about Derivative Instruments and HedgiActivities— an amendment of FASB Statement No. 133

In March 2008, the Financial Accounting Standardai (“FASB”) issued Statement of Financial AccangiStandards (“SFAS”)
No. 161,“Disclosures about Derivative Instruments and Haddghctivities — an amendment of FASB Statement N38” (“SFAS No.
161"). SFAS No. 161 amends and expands the disdagquirements of SFAS No. 133, “Accounting farative Instruments and Hedging
Activities” (“SFAS No. 133"). SFAS No. 161 requéran entity to provide qualitative disclosures dbisuobjectives and strategies for using
derivative instruments and quantitative disclostin@s detail the fair value amounts of, and gaims lasses on, derivative instruments. SFAS
No. 161 also requires disclosures about c-risk-related contingent features of derivative instruteerSFAS No. 161 is effective prospectiy
for fiscal years beginning after November 15, 200Bee Note 7 of the Notes to the Condensed Calatell Financial Statements.)
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Noncontrolling Interests in Consolidated Financigtatement— an amendment of ARB No. 51

On January 1, 2009, PG&E Corporation and the Mtildopted SFAS No. 160, “Noncontrolling Interest€ionsolidated Financial
Statements — an amendment of ARB No. 51" (“SFAS N&gf)”). SFAS No. 160 amends Accounting ReseardreuNo. 51, “Consolidated
Financial Statements,” to establish accountingrapdrting standards for a noncontrolling interest isubsidiary and for the deconsolidation of
a subsidiary. SFAS No. 160 defines a “noncontiglinterest,” previously called a “minority intetgsas the portion of equity in a subsidiary
not attributable, directly or indirectly, to a pate Among other items, this standard requires aimagntity include a noncontrolling interest in
consolidated statement of financial position withijuity separate from the parent’s equity; repordants inclusive of both the parent’s and
noncontrolling interest’s shares in consolidatetimeome; and separately report the amounts ofalwlated net income attributable to the
parent and noncontrolling interest on the constdidatatement of operations. If a subsidiary odsolidated, any retained noncontrolling
equity investment in the former subsidiary mustiasured at fair value, and a gain or loss mustdgnized in net income based on suct
value.

As of March 31, 2009 and December 31, 2008, PG&Ep@mation’s $252 million preferred stock of subaigi represents
a noncontrolling interest in the Utility. PG&E Quration has reclassified the noncontrolling inseéfeom Preferred Stock of Subsidiaries to
equity in PG&E Corporation’s Condensed Consoliddigncial Statements in accordance with SFAS 66.ftr all periods presented. The
Utility had no material noncontrolling interestsdansolidated subsidiaries as of March 31, 2009exEmber 31, 2008.

The presentation and disclosure requirements ofSSNA. 160 were applied retrospectively. Other tienchange in presentation of
noncontrolling interests, the adoption of SFAS M@0 had no material impact on PG&E Corporation's e Utility’s Condensed
Consolidated Financial Statements.

Issuer's Accounting for Liabilities Measured at Fair Vala with a Third-Party Credit Enhancement

In September 2008, the FASB issued Emerging Isfask Force (“EITF”) 08-5, “Issuer’s Accounting fbiabilities Measured at Fair
Value with a Third-Party Credit Enhancement” (“EITB-5"). EITF 08-5 clarifies the unit of accountdetermining the fair value of a liability
under SFAS No. 107, “Disclosures about Fair ValfiEinancial Instruments” (“SFAS No. 107"), or SFA®. 133. Specifically, it requires an
entity to exclude any third-party credit enhancetadhat are issued with and are inseparable fraebainstrument from the fair value
measurement of that debt instrument. EITF 08&fexctive prospectively for fiscal years beginnogor after December 15, 2008 and interim
periods within those fiscal years. EITF 08-5 did have a material impact on PG&E Corporation’s tredUtility’s Condensed Consolidated
Financial Statements.

Equity Method Investment Accounting Considerati— an amendment to Accounting Principles Board N@8 1

In November 2008, the FASB issued EITF 08-6, “Bgiiethod Investment Accounting Considerations” TEI08-6"). EITF 08-6
applies to investments accounted for under thetggueéthod and requires an entity to measure it#yegqestment initially at cost. Generally,
contingent consideration associated with an equéthod investment should only be included in tligairmeasurement of that investment if it
is required to be recognized by specific authavieaguidance other than SFAS No. 141(R), “Busir@smbinations.”However, the investor
an equity method investment could be required ¢ogrize a liability for the related contingent cilesation features if the fair value of the
investor’s share of the investee’s net assets esdbe investor’s initial costs. An equity methindestor is required to recognize other-than-
temporary impairments of an equity method investna@d shall account for a share issuance by arsteges if the investor had sold a
proportionate share of its investment. Any gaitoss to the investor resulting from an investedare issuance shall be recognized in
earnings. EITF 08-6 is effective prospectivelyfiscal years beginning on or after December 15828nd interim periods within those fiscal
years. Adoption of EITF (-6 did not have a material impact on PG&E Corporgs or the Utility’s Condensed Consolidated Firnahc
Statements.

Consolidation of Variable Interest Entities

FASB Interpretation No. 46 (revised December 2003pnsolidation of Variable Interest Entities” (‘RI46R"), provides that an
entity is a variable interest entity (“VIE") if does not have sufficient equity investment at asi the holders of the entitg’equity instrumen
lack the essential characteristics of a controlffingncial interest. FIN 46R requires that thedeolsubject to the majority of the risk of loss
from a VIE's activities must consolidate the VIBowever, if no holder has the majority of the rifldoss, then a holder entitled to receive a
majority of the entity’s residual returns would sofidate the entity.

The majority of the Utility’s involvement with VIEis through power purchase agreements. The Utitityd have a significant
variable interest in a power purchase agreememiteqparty if that entity is a VIE owning one or ragrlants that sell substantially all of their
output to the Utility. The Utility performs a qutative assessment of power purchase agreemenés kild 46R, comparing the term of the
contract to the remaining useful life of the plemtletermine its absorption of the expected riskr@wards of the project, including product
risk, commodity price risk, credit risk, and taxriutes.
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At December 31, 2008, the Utility held a significaariable interest in one VIE. (See Note 2 of Mwes to the Consolidated
Financial Statements in the 2008 Annual Reportddifionally, during February 2009, the CPUC apprbae agreement for the Utility to
purchase as-available electric generation outpu fan approximately 250 megawatt (“MWs9lar photovoltaic facility for 25 years, beginn
from the date of commercial operation. The 250 MMar photovoltaic facility is a subsidiary of abjtialy held company, and its activities are
financed primarily through equity from investorgdgroceeds from non-recourse projspecific debt financing. The solar photovoltaicility
is a VIE and the Utility holds a significant varlabinterest through the power purchase agreenrectivities of the VIE consist of renewable
energy production from a single facility for satethird parties, and the facility is expected tadrae operational in 2012. The Utility is not
considered the primary beneficiary of the VIE,tagill not absorb the majority of the VIE’'s expedtsses or residual returns. Accordingly,
the Utility has not consolidated this VIE in its @ensed Consolidated Financial Statements. No gatgtior energy have been made to either
VIE as of March 31, 2009.

These power purchase agreements do not exposdilitye td amounts in excess of the payments foraailable electricity. Future
payments to these facilities are made based oertbgy produced and are expected to be recovetablegh customer rates. Additionally, no
financial or other support was provided by theitjtilo these VIEs as of March 31, 2009.

Share-Based Compensation

The following table provides a summary of total gemnsation expense for PG&E Corporation and theétyWfdr sharebased incentiv
awards for the three months ended March 31, 2062808:

PG&E Corporation Utility
Three Months Ended Three Months Ended
March 31, March 31,

(in millions) 2009 2008 2009 2008
Stock options $ - 3 19 - 3 1
Restricted stoc 2 9 2 5
Restricted stock unit® 6 - 3 -
Performance shares 16 (4 10 (©)]
Total compensation expense (p-tax) $ 24 $ 6 $ 15 $ 3
Total compensation expense (aft-tax) $ 14 $ 4 3 9 % 2

® Beginning January 1, 2009, PG&E Corporation awargstricted stock units (“RSUsistead of restricted stock as permitted by the B
Corporation 2006 Long-Term Incentive Plan. RSUshgigothetical shares of stock that will generalystvin 20% increments on the first
business day of March in 2010, 2011, and 2012 tla@demaining 40% will vest on the first busineag df March 2013. Each vested RSU s
settled for one share of PG&E Corporation commogistAdditionally, upon settlement, RSUs recipiergseive payment for the amount ¢
dividend equivalents associated with the vested KBt have accrued since the date of g

Pension and Other Postretirement Benef
PG&E Corporation and the Utility provide a non-atlmiitory defined benefit pension plan for certainpboyees and retirees (referred
to collectively as “pension benefits”), contributgrostretirement medical plans for certain emplsyaed retirees and their eligible dependents,

and non-contributory postretirement life insuraptans for certain employees and retirees (refexvamllectively as “other benefits”). PG&E
Corporation and the Utility use a December 31 mesmant date for all plans.
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The net periodic benefit costs as reflected in PGXIEporation’s Condensed Consolidated Statementsofne as a component of
Operating and maintenance for the three monthsdelidech 31, 2009 and 2008 are as follows:

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

(in millions) 2009 2008 2009 2008
Service cost for benefits earn $ 66 $ 5¢ $ 8 $ 7
Interest cos 15¢ 144 21 20
Expected return on plan ass (145 (275) ()] (29
Amortization of transition oingatioH) - - 6 7
Amortization of prior service co§? 11 12 4 4
Amortization of unrecognized (gain) 10$5 25 - 1 (4)

Net periodic benefit cost $ 112 $ 4C $ 23 $ 10

Less: transfer to regulatory accolfht (71) 1 - -

Total $ 41 $ 41 $ 23 $ 10

®n 2009 and 2008, under SFAS No. 158, “Employerst@dunting for Defined Benefit Pension and Othertfetisement Plans, an
amendment of FASB Statements No. 87, 88, 106, 82¢R),” PG&E Corporation and the Utility recordeth@unts related to pension and
other benefits in other comprehensive income, hetlated deferred taxes, except for a portion réed as a regulatory asset in 2009 and
regulatory liability in 2008 in accordance with SEAo. 71, “Accounting for the Effects of CertainpBs of Regulation,” as amende®FAS
No. 71").

@ Under SFAS No. 71, the Utility recorded approxiniat/1 million in 2009 as an addition to the existipension regulatory asset and
approximately $1 million in 2008 as an additiorthie existing pension regulatory liability to refiébe difference between pension expens : or
income for accounting purposes and pension expaniseome for ratemaking, which is based on a fngdipproach

There was no material difference between PG&E Quaitjmn’s and the Utility’s consolidated net periotienefit costs for the three
months ended March 31, 2009.

Accounting Pronouncements Issued But Not Yet Adopte
Disclosures about Employe’ Postretirement Benefit Plan Assets — an amendm&nfEASB Statement No. 132(R)

In December 2008, the FASB issued FASB Staff RusiffFSP”) SFAS 132(R)-1, “Employers’ Disclosurdsat Postretirement
Benefit Plan Assets” (“FSP SFAS 132(R)-1"). FSFASHA32(R)-1 amends and expands the disclosurerssgants of SFAS No. 132,
“Employers’ Disclosures about Pensions and OthatrBtirement Benefits.” An entity is required tmyide qualitative disclosures about how
investment allocation decisions are made, the ;antl valuation techniques used to measure thedhie of plan assets, and the concentr:
of risk within plan assets. Additionally, quantite disclosures are required showing the fair galieach major category of plan assets, the
levels in which each asset is classified withinfiievalue hierarchy, and a reconciliation for fhexiod of plan assets that are measured using
significant unobservable inputs. FSP SFAS 132(R)«ffective prospectively for fiscal years endafter December 15, 2009. PG&E
Corporation and the Utility are currently evalugtihe impact of FSP SFAS 132(R)-1.

Interim Disclosures about Fair Value of Financialistruments

In April 2009, the FASB issued FSP SFAS 107-1 afBANo. 28-1, “Interim Disclosures about Fair Vabfd=inancial
Instruments” (“FSP SFAS 107-1 and APB No. 28-1This FSP amends SFAS No. 107 and APB Opinion Np‘lagrim Financial
Reporting”to require disclosures about the fair value offiicial instruments for interim reporting periodsttheere previously only required f
annual reporting periods. An entity is requiredligclose the fair value of financial assets aatilities together with the related carrying
amount and where the carrying amount is classifitle Condensed Consolidated Balance Sheets.SF88 107-1 and APB No. 28-1 is
effective prospectively for interim reporting pat®after June 15, 2009. PG&E Corporation and tfiléyare currently evaluating the impact
of FSP SFAS 107-1 and APB No. 28-1.

Recognition and Presentation of Oth-Than-Temporary Impairments

In April 2009, the FASB issued FSP SFAS 115-2 aRd$ 124-2, “Recognition and Presentation of OthkeaiT-Temporary
Impairments” (“FSP SFAS 115-2 and SFAS 124-2").isT¥FSP amends existing guidance related to otter-tbmporary impairments to
improve disclosure of other-thaamporary impairments on debt and equity securitieke financial statements. Recognition and measen
guidance is not amended by this FSP. FSP SFA Hiil SFAS 124-2 is effective prospectively foefith reporting periods after June 15,
2009. PG&E Corporation and the Utility are curhgrtvaluating the impact of FSP SFAS 115-2 and SE2&2.
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Determining Fair Value When the Volume and Level éktivity for the Asset or Liability Have Signifigatly Decreased and Identifyin
Transactions That Are Not Orderly

In April 2009, the FASB issued FSP SFAS 157-4, @etining Fair Value When the Volume and Level otidity for the Asset or
Liability Have Significantly Decreased and Ideniify Transactions That Are Not Orderly” (“FSP SFA%®744"). This FSP amends SFAS No.
157, “Fair Value Measurements” (“SFAS No. 157”) pitmvide guidance on estimating fair value wheruaeé or level of activity for an asset
or liability has significantly decreased when comggbwith normal market conditions. Guidance taiifg circumstances when a transaction is
not orderly, or is distressed or forced, is alsavjsted. FSP SFAS 157-4 is effective prospectivetyinterim reporting periods after June 15,
2009. PG&E Corporation and the Utility are curhgrtvaluating the impact of FSP SFAS 157-4.
NOTE 3: REGULATORY ASSETS, LIABILITIES, AND BALANCI NG ACCOUNTS

The Utility accounts for the financial effects efulation in accordance with SFAS No. 71. SFAS MNoapplies to regulated entities
whose rates are designed to recover the cost oiding service. SFAS No. 71 applies to all of thtdity’s operations.

Regulatory Assets
Long-Term Regulatory Assets

Long-term regulatory assets are composed of thewolg:

Balance At
December
March 31, 31,

(in millions) 2009 2008
Pension benefit $ 1,66C $ 1,62¢
Energy recovery bonc 1,40¢ 1,481
Deferred income ta 88C 847
Utility retained generatio 78C 79¢
Price risk manageme 511 362
Environmental compliance cos 37t 38t
Unamortized loss, net of gain, on reacquired 21¢ 22t
Regulatory assets associated with plan of reorgéniz a0 99
Contract termination cos 78 82
Other 88 86
Total regulatory assets $ 6,080 $ 5,99

See Note 3 of the Notes to the Consolidated Fimhstatements in the 2008 Annual Report for furtfiscussion of the long-term
regulatory assets.

Current Regulatory Assets
At March 31, 2009 and December 31, 2008, the Mtilad current regulatory assets of approximateb2%@illion and $355 million,
respectively, consisting primarily of the currentgponent of price risk management regulatory asdetise risk management regulatory assets

represent the deferral of unrealized losses relatpdice risk management derivative instrumentd wérms of less than one year. Current
regulatory assets are included in Prepaid expearssther in the Condensed Consolidated Balancet§he
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Regulatory Liabilities
Long-Term Regulatory Liabilities

Long-term regulatory liabilities are composed & fhllowing:

Balance At
December
March 31, 31,

(in millions) 2009 2008
Cost of removal obligatio $ 2,808 $ 2,73¢
Public purpose progran 307 25¢
Recoveries in excess of asset retirement oblig; 271 22¢
California Solar Initiative 18C 18z
Price risk manageme 82 81
Gateway Generating Statit 66 67
Environmental remediation insurance recove 41 52
Other 18 54

Total regulatory liabilities $ 377C $  3,65i

See Note 3 of the Notes to the Consolidated FilsdStatements in the 2008 Annual Report for furthiscussion of the long-term
regulatory liabilities.

Current Regulatory Liabilities

As of March 31, 2009 and December 31, 2008, thktyJtiad current regulatory liabilities of approately $263 million and $313
million, respectively, primarily consisting of tleeirrent portion of electric transmission wheeliegenue refunds and amounts that the Utility
expects to refund to customers for over-collectedtdc transmission rates. Current regulatoriiliies are included in Current Liabilities —
Other in the Condensed Consolidated Balance Sheets.

Regulatory Balancing Accounts

The Utility uses revenue regulatory balancing aot®to accumulate differences between actual bdtetiunbilled revenues and the
Utility’s authorized revenue requirements for thegipd. The Ultility also uses cost regulatory balag accounts to accumulate differences
between incurred costs and actual billed and wetbilevenues, as well as differences between inteosts and authorized revenue meant to
recover those costs. Under-collections that avbatsle of recovery through regulated rates arerdecbas regulatory balancing account
assets. Over-collections that are probable ofgoeirdited to customers are recorded as regulatdancing account liabilities.

The Utility’s current regulatory balancing accouatzumulate balances until they are refunded teaived from the Utility’s
customers through authorized rate adjustmentsmitié next 12 months. Regulatory balancing aceotlvat the Utility does not expect to
collect or refund in the next 12 months are inctldeOther Noncurrent Assets — Regulatory assetd\mmcurrent Liabilities — Regulatory
liabilities in the Condensed Consolidated BalankeeSs. The CPUC does not allow the Utility to effeegulatory balancing account assets
against regulatory balancing account liabilities.

Current Regulatory Balancing Accounts

Receivable (Payable

Balance At

March 31, December

(in millions) 2009 31, 2008
Utility generation $ 444 % 164
Modified transition cos 227 214
Energy resource recove 20C 384
Distribution revenue adjustment mechan 18t 40
Transmission revent 17C 17z
Gas purchase and distributi (12€) 8
Public purpose progran (231 (2693
Energy recovery bonc (219) (231)
Other (5) (6)
Total regulatory balancing accounts, ne $ 64t $ 467
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The utility generation balancing account is usetetmrd and recover the authorized revenue reqeinésrassociated with Utility-
owned electric generation, including capital arldtesl non-fuel operating and maintenance experBesause the Utility’s recovery of these
revenue requirements is independent, or “decoupliesin the volume of sales, the Utility recognizesenue evenly over the year even though
the level of cash collected from customers wiltfluate depending on the volume of electricity sal@aring periods of more temperate
weather, there is generally an under-collectiothis balancing account due to lower electricityesal During the summer months, the under-
collection generally decreases as the volume otridéty sales increases with warmer weather.

The modified transition cost balancing accountsisduto track the recovery of ongoing competiti@msition charge (“CTC”),
primarily consisting of above-market costs assedatith power purchase contracts that were beifigated in CPUC-approved rates on or
before December 20, 1995 (including costs incubethe Utility with CPUC approval to restructurenegotiate, or terminate the
contracts). The recovery of ongoing CTC can catifor the term of the contract. The amount ofvabmarket costs associated with the
eligible power purchase contracts is determineth gaar in the energy resource recovery account RER forecast proceeding by comparing
the ongoing CTC-eligible contract costs to a CPU@raved market benchmark to determine whether therstranded costs associated with
these contracts.

The Utility is generally authorized to recover 100%ts prudently incurred electric fuel and enepggcurement costs through the
ERRA. The Utility files annual forecasts of eneggpcurement costs that it expects to incur dutiregfollowing year, and rates are set to
recover such expected costs. The ERRA tracks lagiertric costs and recoveries of fuel and engmgpgurement costs, excluding the costs
incurred under contracts entered into by the GalitEoDepartment of Water Resources (“DWR”) to passenergy allocated to the Utility’s
customers.

The distribution revenue adjustment mechanism atdswsed to record and recover the authorizedtreeadistribution revenue
requirements and certain other electric distribntielated authorized costs. Because the Utilitgtovery of these revenue requirements is
independent, or “decoupled,” from the volume o&sathe Utility recognizes revenue evenly ovenyisar even though the level of cash
collected from customers will fluctuate dependimgtioe volume of electricity sales. During periadisnore temperate weather, there is
generally an under-collection in this balancingaaot due to lower electricity sales. During thenster months, the under-collection generally
decreases as the volume of electricity sales iseseith warmer weather.

The transmission revenue balancing account repre#en difference between electric transmissionelihg revenues received by the
Utility from the California Independent System Gater (“CAISO”) (on behalf of electric transmissiamolesale customers) and refunds to
customers plus interest.

The gas purchase and distribution balancing aceduatk actual gas costs and recoveries, as wiikadifference between the
authorized and recovered gas base revenue requitewtdch is intended to recover the portions odmpion and maintenance expenses,
depreciation, taxes, and return on invested catbigdlare associated with small commercial andiesdial (or “core”) customers.

The public purpose program balancing accounts pifyrtaack the recovery of the authorized publiapase program revenue
requirement and the actual cost of such prograrhe public purpose programs primarily consist & émergy efficiency programs; low-
income energy efficiency programs; research, devetnt, and demonstration programs; and renewaklggmprograms. A refund of
approximately $230 million from the California EggrCommission for unspent renewable program fungisgyiously collected is being
returned to customers through lower rates througho09.

The energy recovery bonds (“ERB#&3lancing account records certain benefits andasstociated with ERBs that are provided ti
received from, customers. In addition, this ac¢amsures that customers receive the benefitseafi¢h amount of energy supplier refunds,
claim offsets, and other credits received by thiétiafter the second series of ERBs were issued.

At March 31, 2009 and December 31, 2008, “Otherisisted of various miscellaneous balancing accounts
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NOTE 4: DEBT
PG&E Corporation
Senior Notes

On March 12, 2009, PG&E Corporation issued $350anilprincipal amount of 5.75% Senior Notes dueiApr2014.
Credit Facility

At March 31, 2009, PG&E Corporation had a $200ionlirevolving credit facility, which included a conitment from Lehman
Brothers Bank, FSB (“Lehman Bank”) that represerpproximately $13 million, or 7%, of the total bmwing capacity under the revolving
credit facility. On April 27, 2009, PG&E Corporati amended the revolving credit facility and rembizehman Bank as a lender. As a result,
total borrowing capacity under PG&E Corporatioreésalving credit facility is now $187 million.
Utility
Senior Notes

On March 6, 2009, the Utility issued $550 milliorinzipal amount of 6.25% Senior Notes due MarcRQ39.
Credit Facility and Short-Term Borrowings

At March 31, 2009, the Utility had approximatelyd2million of letters of credit outstanding undee tUtility’s $2.0 billion revolving
credit facility. The commitment from Lehman Bampresented approximately $60 million, or 3%, oftihtal borrowing capacity under the
revolving credit facility. On April 27, 2009, thétility amended the revolving credit facility andmoved Lehman Bank as a lender. As a

result, total borrowing capacity under the Utilgy'evolving credit facility is now $1.94 billion.

In addition, the revolving credit facility providéiguidity support for commercial paper offeringdt March 31, 2009, the Utility had
$385 million of commercial paper outstanding aeaarage yield of approximately 1.15%.

Energy Recovery Bond

PG&E Energy Recovery Funding LLC (“PERF”), a whotiwned consolidated subsidiary of the Utility, isduwo separate series of
ERBs in the aggregate amount of $2.7 billion in20The proceeds of the ERBs were used by PERErthpse from the Utility the right,
known as “recovery property,” to be paid a spedifenount from a dedicated rate component. Thédataunt of ERB principal outstanding
was $1.5 billion at March 31, 2009.

While PERF is a wholly owned subsidiary of the itiilit is legally separate from the Utility. Thessets (including the recovery
property) of PERF are not available to creditorshef Utility or PG&E Corporation, and the recovenpperty is not legally an asset of the
Utility or PG&E Corporation.

NOTE 5: EQUITY

PG&E Corporation’s and the Utility’s changes in #gdior the three months ended March 31, 2009 vesréollows:

PG&E

Corporation Utility

Total
Total Shareholders’

(in millions) Equity Equity
Balance at December 31, 20C $ 9,62¢ $ 9,78
Net income 244 23¢
Common stock issue 12¢ -
Shar-based compensation amortizat 8 -
Common stock dividends declared and g - (15€)
Common stock dividends declared but not yet | (154) -
Preferred dividend requireme - 3
Preferred dividend requirement of subsidi 3 -
Tax benefit from employee stock ple 2 2
Other comprehensive incor 7 7
Equity contribution - 52€
Balance at March 31, 200! $ 9,862 $ 10,40«
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For the three months ended March 31, 2009, PG&p@&@ation contributed equity of $528 million to tbiglity in order to maintain
the 52% common equity target authorized by the CRb€to ensure that the Utility has adequate dapitaind its capital expenditures.

Dividends
During the three months ended March 31, 2009, tilgypaid common stock dividends totaling $156lon to PG&E Corporation.

During the three months ended March 31, 2009, PG&Eporation paid common stock dividends totaling&illion. On February
18, 2009, the Board of Directors of PG&E Corponatieclared a dividend of $0.42 per share, totaitgd million, which was paid on April
15, 2009 to shareholders of record on March 319200

During the three months ended March 31, 2009, tilgy paid cash dividends to holders of its outstang series of preferred stock
totaling $3 million. On February 18, 2009, the Bbaf Directors of the Utility declared a cash diend, totaling $3 million, on its outstanding
series of preferred stock, payable on May 15, 20Gthareholders of record on April 30, 2009.

NOTE 6: EARNINGS PER COMMON SHARE

Earnings per common share (“EPS”) is calculatelizintgy the “two-class” method, by dividing the swhdistributed earnings to
common shareholders and undistributed earningsa#d to common shareholders by the weighted ageragber of common shares
outstanding during the period. In applying the wlass method, undistributed earnings are allocatédth common shares and participating
securities. PG&E Corporation’s Convertible Subpadéd Notes are entitled to receive pass-througtiatids and meet the criteria of a
participating security. All PG&E Corporation’s piaipating securities participate on a 1:1 basigwshares of common stock.

The following is a reconciliation of PG&E Corpoiatis net income and weighted average shares of @onatock outstanding for
calculating basic and diluted net income per share:

Three Months Ended

March 31,
(in millions, except per share amounts 2009 2008
Income Available for Common Shareholders $ 241 % 224
Less: distributed earnings to common sharehol 154 13¢
Undistributed earning $ 87 $ 85
Common shareholders earning:
Basic
Distributed earnings to common shareholc $ 154 $ 13¢
Undistributed earnings allocated to common shadshe 83 81
Total common shareholders earnings, basi $ 237 $ 22C
Diluted
Distributed earnings to common shareholc $ 154 $ 13¢
Undistributed earnings allocated to common shadshsl 83 81
Total common shareholders earnings, dilutet $ 237 $ 22C
Weighted average common shares outstanding, ba: 364 35k
9.50% Convertible Subordinated No 17 19
Weighted average common shares outstanding andipating securities, basic 381 374
Weighted average common shares outstanding, 364 35E
Employee sha-based compensati 2 1
Weighted average common shares outstanding, dilute 36€ 35€
9.50% Convertible Subordinated Notes 17 19
Weighted average common shares outstanding arnidipating securities, dilute 388 37E
Net earnings per common share, bas
Distributed earnings, basit $ 04z $ 0.3¢
Undistributed earnings, basic 0.28 0.28
Total $ 0.6t $ 0.62
Net earnings per common share, dilutes
Distributed earnings, dilute $ 04z $ 0.3¢
Undistributed earnings, diluted 0.2% 0.23
Total $ 0.6t $ 0.62

@ pistributed earnings, basic may differ from actpat share amounts paid as dividends, as the EPButation under GAAP requires the
use of the weighted average, rather than the antimber of, shares outstandii
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Stock options to purchase 26,592 and 7,285 sh&&&E Corporation common stock were excluded fthecomputation of dilute
EPS for the three months ended March 31, 2009 808,2espectively, because the exercise pricesesktoptions were greater than the
average market price of PG&E Corporation commonksthuring these periods.

PG&E Corporation reflects the preferred dividentisubsidiaries as other expense for computatidrodi basic and diluted EPS.
NOTE 7: DERIVATIVES AND HEDGING ACTIVITIES
Use of Derivative Instruments

The Utility faces market risk primarily relatedetectricity and natural gas commaodity prices. TRUC and the FERC allow the
Utility to collect customer rates designed to rezrathe Utility’s reasonable costs of providing seeg, including the cost to obtain and deliver
electricity and natural gas. As these costs aseqzhthrough to customers, the Utility’s earningsreot exposed to the commodity price risk
inherent in the purchase and sale of electricity mettural gas. Therefore, substantially all ofthiity’s risk management activities involving
derivatives occur to reduce the volatility of conditp costs on behalf of its customers.

The Utility uses both derivative and nonderivatbamtracts in managing its customers’ exposure tonsodity-related price risk,
including:

« forward contracts that commit the Utility to pureleaa commodity in the future;

« swap agreements that require payments to or fraumtegparties based upon the difference betweenptiees for a predetermin
contractual quantity

« option contracts that provide the Utility with thght to buy a commodity at a predetermined priaoe]

« futures contracts that are exchangeded contracts that commit the Utility to purah@scommodity or make a cash settlement
specified price and future da

These instruments are not held for speculativpqaes and are subject to certain limitations ireddsy regulatory
requirements. These instruments enable the Utditgduce the volatility associated with electyi@nd natural gas costs incurred by the Ui
and charged to its customers through rates.

Additionally, in order to fund its business opeva, PG&E Corporation issued 9.50% Convertible $dibated Notes with an
outstanding value of approximately $252 milliorMarch 31, 2009. The notes are scheduled to matudeioe 30, 2010. These Convertible
Subordinated Notes may be converted (at the opfidine holder) at any time prior to maturity int6,702,194 shares of PG&E Corporation
common stock, at a conversion price of $15.09 pares The conversion price is subject to adjustif@rsignificant changes in the number of
outstanding shares of PG&E Corporation’s commoaokstdn addition, holders of the PG&E Corporatioon@ertible Subordinated Notes have
the right to receive pass-through dividends deteechiby multiplying the cash dividend paid by PG&&rfbration per share of common stock
by a number equal to the principal amount of thev@etible Subordinated Notes divided by the conweergrice. In accordance with SFAS
No. 133, the dividend participation rights of ther@ertible Subordinated Notes are considered enbleedded derivative instruments a
therefore, must be bifurcated from the Convertfldordinated Notes and recorded at fair value i&PGorporation’s Condensed
Consolidated Financial Statements.

Commodity-Related Price Risk

As long as the ratemaking mechanisms discusseceakavain in place and the Utility’s risk managenmativities are carried out in
accordance with CPUC directives, the Utility expect fully recover from customers in rates all saglated to commodity-related price risk-
related derivative instruments. Therefore, in adance with the provisions of SFAS No. 71, all atimed gains and losses associated with the
fair value of these derivative instruments, inchglthose designated as cash flow hedges, are el@fend recorded within the Utility’s
regulatory assets and liabilities on the Conder@mubolidated Balance Sheets. Net realized gaittsees on commodity-related price risk-
related derivative instruments are recorded irctist of electricity or the cost of natural gas withresponding increases or decreases to
regulatory balancing accounts for recovery fromaoers.

The following is a discussion of the Utility’s ueéderivative instruments intended to mitigate comdlity-related price risk for its
customers.
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Electricity Procurement

The Utility obtains electricity from a diverse mi% resources, including third-party power purchageeements, amounts allocated
under DWR contracts, and its own electricity getierafacilities. The Utility’s third-party poweryschase agreements are generally accountec
for as leases, but certain third-party power pusetegreements are considered derivative instrunnedisr SFAS No. 133 and therefore are
recorded at fair value within the Condensed Codsatdid Balance Sheets. However, derivative instrasrteat are eligible for the normal
purchase and normal sales exception under SFA3 3Bare not required to be recorded at fair valDerivative instruments that require the
physical delivery of commodities, where quantifieschased are expected to be used by the Utililggmormal course of business and meet
certain other criteria, are eligible for the normpatchase and normal sales exception. The Uéligts to use the normal purchase and sale
exception for eligible derivative instruments.

A portion of the Utility’s third-party power purcha agreements contain market-based pricing tehmsrder to reduce the cash flow
risk associated with fluctuating electricity pricése Utility has entered into financial swap cawts to effectively fix the price of future
purchases under those power purchase agreememse financial swaps are considered derivativeumsints and are recorded at fair value
within the Condensed Consolidated Balance Sheme of these contracts have been designatedtafimashedges in accordance with the
requirements of SFAS No. 133.

Electric Transmission Congestion Revenue Rigl

The CAISO-controlled electricity transmission guigsied by the Utility to transmit power is subjectriansmission constraints. As a
result, the Utility is subject to both physical dimthncial risk associated with transmission cotiges

Under FERC rules, the CAISO was required to makg-erm firm transmission rights (“FTRsdyailable by auction to the Califorr
investor-owned utilities and other load-servingtés to allow these entities to hedge both thesgtal transmission risk by providing
scheduling priority on the transmission lines amelfinancial risk associated with CAISO-imposedgsstion charges. The use of FTRs was
discontinued on April 1, 2009 when the CAISO impéated its new day-ahead wholesale electricity ntaagepart of its Market Redesign and
Technology Update (“MRTU”). In lieu of FTRs, theAGSO created congestion revenue rights (“CRRgs"allow market participants, includil
load serving entities, to hedge the financial G§ICAISO-imposed congestion charges in the newatsad market. The CAISO releases
CRRs through an annual and monthly process, eagtnich includes an allocation phase (in which lsadving entities are allocated CRRs at
no cost based on the customer demand or “load”dheye), and an auction phase (in which CRRs éegat market and available to all
market participants). The Utility acquired CRR2008 (via allocation and auction) in anticipatafrthe effectiveness of the MRTU. In the
first quarter of 2009, the Utility acquired addited CRRs through both allocation and auction. Aisdhe first quarter of 2009, the Utility
acquired additional FTRs through auction in ordelnedge its physical and financial risk until th&WU became effective on April 1, 2009.

CRRs and FTRs are considered derivative instrunardsare recorded at fair value within the Condérdensolidated Balance
Sheets. FTRs are recorded at zero value on thdebsed Consolidated Balance Sheets, reflectingutiéication of FTRs on March 31, 20C

Natural Gas Procurement (Electric Portfolic

The Utility’s electric procurement portfolio is exged to natural gas price risk primarily througé hility-owned natural gas
generating facilities, tolling agreements, and redtgas-indexed electricity procurement contrad¢tsorder to reduce the risk to future cash
flows associated with fluctuating natural gas pjdbe Utility purchases financial instruments sasHutures, swaps, and options. These
financial instruments are considered derivativérimaents and are shown at fair value within the damsed Consolidated Balance Sheets.

Natural Gas Procurement (Core Customel

The Utility enters into physical natural gas comitypdontracts to fulfill the needs of its retailreocustomers. Changes in tempera
cause natural gas demand to vary daily, monthl¢, ssasonally. Consequently, varying volumes ofrgag be purchased or sold in the
monthly and, to a lesser extent, daily spot matixétalance such seasonal supply and demand.

The Utility has entered into various financial nushents, such as financial swap and option corgtyatended to reduce the cash flow
variability associated with fluctuating natural gaschase prices. The Utility manages its exposuretural gas prices in accordance with its
CPUC-approved annual core portfolio hedging impletagon plan. These contracts are considered alérévinstruments that are recorded at
fair value within the Condensed Consolidated BataBleets. A portion of these contracts have besigilated as cash flow hedges in
accordance with the requirements of SFAS No. 133.

Other Risk

The dividend participation rights of the Convertit8ubordinated Notes are considered embedded tiegiuastruments in accordance
with the provisions of SFAS No. 133. Thereforess rights are bifurcated from the Convertible 3dinated Notes and are recorded at fair
value in PG&E Corporation’s Condensed Consolid&iedncial Statements. Changes in the fair valeaerognized in PG&E Corporation’s
Condensed Consolidated Statements of Income as-aperating expense or income (in Other incomé, n&ince January 1, 2009, PG&E
Corporation has paid pass-through dividends tajedipproximately $14 million, including $7 millioraj on April 15, 2009.
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Volume of Derivative Activity

As of March 31, 2009, the volume of PG&E Corpomatsoand the Utility’s outstanding derivative corttawere as follows:

Contract Volumes ®

3 Years
1Year But ButLess

Less Than ! Less Than: Than5 Over (5;)

Underlying Product Instruments Year Years Years Years
Forwards, Futures, ar
Natural Ga¢® (MMBtus ) Swaps 336,621,56 161,031,16 20,600,00 -
Options 156,232,06 138,070,00 20,600,00 -
Forwards, Futures, and
Electricity (Megawa-hours)Swaps 6,882,54; 7,358,60' 5,996,65. 6,666,74
Options 19,39: 10,40¢ 10,46¢ 11,20(

Congestion Revenue Rigt  65,020,81 59,670,41 59,604,52' 124,349,00

PG&E Corporation Equit Dividend Participatiot
Shares Rights 16,702,19. 16,702,90 - -

® Amounts shown reflect the total gross derivativluates by commodity type that are expected to sittéach time period.
@ Derivatives in this category expire between 201d 2022.

® Amounts shown are for the combined positions ofdleetric and core gas portfolios.

@ Million British Thermal Units.

Presentation of Derivative Instruments in the Finarial Statements

In PG&E Corporation’s and the Utility’s CondensednSolidated Balance Sheets, derivative instrumanetpresented on a net basis
by counterparty where the right of offset exidts.accordance with the provisions of FASB StaffiBois on FASB Interpretation 39,
“Amendment of FASB Interpretation No. 39" (“FIN 39), which was adopted January 1, 2008, the netrizals include outstanding cash
collateral associated with derivative positions.

As of March 31, 2009, PG&E Corporation’s and thdityts outstanding derivative balances were asof@k:
Gross Balanced!

Total
Derivative
o Balances on
Derivatives the
Designatec perivatives Condensed
as Cash Not Cash  consolidatec
Flow  pesignatec Collateral  Balance
(in millions) Hedges” asHedges Total  Netting © 3) Sheets
Commodity Risk (Corporation and Utility’
Current Asset— Prepaic
expenses and oth $ - $ 62 $ 62 $ (10) $ 83 $ 13t
Other Noncurrent Assets —
Other - 107 107 (25) 81 165
Current Liabilities— Other (13¢) (299) (437) 10 27¢ (149
Noncurrent Liabilities— Other (229) (30€) (53%) 25 15C (360)
Total Commodity Risk $ (367) $ (436) $ (80%) $ - 3 59 $ (211)
Other Risk Instruments (PG&E Corporation Only)
Current Liabilities—Other $ - $ (26) $ (26) $ - $ - $ (26)
Noncurrent Liabilities— Other - (7) (7) - - (7)
Total Other Risk Instruments $ - $ (33) $ (33 $ - $ - $ (33)
Total Derivatives $ (367) $ (469) $ (83€) $ - $ 597 $ (244)

™ see Note 8 of the Notes to the Condensed Consetidgihancial Statements for discussion of the vedondechniques used to calculate t e
fair value of these instrumen

@ As of March 31, 2009, PG&E Corporation and theitytihad cash flow hedges with expiration datesulgfoDecember 2012 for energy
contrac-related derivative instrument

(B)Netting in accordance with FIN 39 and FSP FIN 39-1.



@ This category relates to the dividend participatights of PG&E Corporation’s Convertible SubordeNotes.
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The dividend participation rights are not recovégab customers’ rates. Therefore, changes iridinezalue of these instruments are
recorded in PG&E Corporation’s Condensed Consdaiti&tatements of Income and impact net income.

For the three-month period endeddd&1, 2009, the gains and losses recorded on PG&Roration’s and the Utility’s derivative
instruments were as follows:

Derivatives
Designatet perivatives
as Cash Not
Flow  Designatec
(in millions) Hedges @ as Hedges  Total
Commodity Risk
(PG&E Corporation and Utility
Regulatory assets andliabiliti€s $ 16 $ (329 $  (307)
Cost of electricitf’) 23 17¢ 20z
Cost of natural ga@) 23 - 23
Total Commodity Risk $ 62 $ (149 $ (82)
Other Risk Instruments
(PG&E Corporation Only
Other income, net $ - $ 2 $ 2
Total Other Risk $ - 3 2 % 2

D As a result of applying the provisions of SFAS Na, unrealized gains and losses on cash flow heslgeecorded to regulatory assets r
liabilities, rather than being deferred in accunedbother comprehensive incon

@ As a result of applying the provisions of SFAS N, unrealized gains and losses on the commodikyralated derivative instrument ar¢
recorded to regulatory assets or liabilities, rathan being recorded to Condensed ConsolidatezhiecStatement. Additionally, these
amounts exclude the impact of cash collateral pgst

® These amounts are fully passed through to custmenrtes. Accordingly, net income was not impadig realized amounts on these
instruments

Cash inflows and outflows associated with the setéint of all derivative instruments are recognipetperating cash flows on PG&E
Corporation’s and the Utility’s Condensed ConsdkdaStatements of Cash Flows.

The majority of the Utility’s commodity risk-reladederivative instruments contain collateral posfimgvisions tied to the Utility’s
credit rating from each of the major credit ratagencies. If the Utility’s credit rating were @llfbelow investment grade, the Utility would be
required to immediately post additional cash ttyfabllateralize its net liability derivative pomins.

As of March 31, 2009, the additional cash colkiténe Utility would be required to post if its dierisk-related contingent features
were triggered is as follows:

As of
March 31,

(in millions) 2009
Derivatives in a Liability Position with Crer-Risk-RelatedContingencies That Are Not FL
Collateralizec $ (652)
Related Derivatives in an Asset Posit 5
Collateral Posting in the Normal Course of Busineekatedto These Derivativ 161
Net Position of Derivative Contracts/Additional Colateral Posting Requirements' $ (48¢€)

@ This calculation excludes the impact of closedunpgaid positions, as their settlement is not impétty any of the Utility’s credit-risk-
related contingencie
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NOTE 8: FAIR VALUE MEASUREMENTS

SFAS No. 157 requires an entity to determine tirevielue of assets and liabilities based on assiompthat market participants
would use in pricing the assets or liabilities. ASFNo. 157 establishes a fair value hierarchy gin@tritizes the inputs to valuation techniques
used to measure fair value and gives precedenalestervable inputs in determining fair value. Astinment'’s level within the hierarchy is
based on the lowest level of any significant injouthe fair value measurement. See Note 12 ofthtes to the Consolidated Financial
Statements in the 2008 Annual Report for furthecdssion of fair value measurements.

The following table sets forth the fair value hietay by level of PG&E Corporation’s and the Utilgyrecurring fair value financial
instruments as of March 31, 2009. The instrumargsclassified based on the lowest level of inpat ts significant to the fair value
measurement. PG&E Corporation’s and the Utiliggsessment of the significance of a particulartitgpthe fair value measurement requires
judgment and may affect the valuation of fair vaissets and liabilities and their placement withanfair value hierarchy level

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

(in millions) Level 1 Level 2 Level 3 Total
Assets:
Money market investments (held by PG&E Corporat  $ 211 $ - 3 8 $ 21¢
Nuclear decommissioning trug® 1,45¢ 24¢ 4 1,70¢
Rabbi trusts 59 - - 59
Long-term disability trus 86 - 71 157
Assets Total $ 1,811 $ 24¢ % 83 $ 2,14
Liabilities:
Dividend participation right $ - $ - $ 33 3% 33
Price risk management instrumeffts (51 86 17¢€ 211
Other - - 1 1
Liabilities Total $ (51) $ 86 $ 21C $ 24E

® Excludes taxes on appreciation of investment value.

@ Balances include the impact of netting adjustmenteccordance with the requirements of FIN136f $229 million to Level 1, $123 millic
to Level 2, and $240 million to Level

Utility
Fair Value Measurements as of March 31, 200

(in millions) Level 1 Level 2 Level 3 Total
Assets:
Nuclear decommissioning trus®) $ 1455 $ 24¢ $ 4 $ 1,70¢
Long-term disability trus 86 - 71 157

Assets Total $ 1541 $ 24¢ 3 75 $ 1,86¢
Liabilities:
Price risk management instrumeffts $ (51 $ 86 $ 17€¢ $ 211
Other - - 1 1

Liabilities Total $ 51 $ 86 $ 177 $ 212

@ Excludes taxes on appreciation of investment value.

@ Balances include the impact of netting adjustmentccordance with the requirements of FIN136f $229 million to Level 1, $123 millic
to Level 2, and $240 million to Level

PG&E Corporation’s and the Utility’s fair value meegements incorporate various factors required u8&S No. 157, such as
nonperformance and credit risk adjustments. Aglafch 31, 2009, the nonperformance and creditagjlistment represented approximately
3% of the net price risk management value. As fitgchunder SFAS No. 157, PG&E Corporation andukibty utilize a mid-market pricing
convention (the mighoint between bid and ask prices) as a practiga¢@ient in valuing the majority of its derivativesats and liabilities at f:
value.
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Financial Instruments
PG&E Corporation and the Utility use tlodldwing methods and assumptions in estimatindgairevalue of financial instruments:

. The fair values of cash and cash equivalents,icesdrcash and deposits, net accounts receivatibe, fisk management assets i
liabilities, short-term borrowings, accounts pagaltiustomer deposits, and the Utility’s variable gzollution control bond loan
agreements approximate their carrying values &sasth 31, 2009 and December 31, 2C

. The fair values of the Ultility’s fixed rate seniootes, fixed rate pollution control bond loan agneats, and the ERBs issued by PERF
were based on quoted market prices obtained frenBtbhomberg financial information system at Mardh 2009.

. The fair value of PG&E Corporation’s 9.50% ConvalgiSubordinated Notes was determined by consigi¢hia prices of securities
displayed as of the close of business on Marcl28Q9 by a proprietary bond trading system thaksand marks a broad universe of
convertible securities, including the securitiembeassessed.

The carrying amount and fair value of PG&E Corpiords and the Utility’s financial instruments are fallows (the table below
excludes financial instruments with fair valuestthiproximate their carrying values, as theseunsénts are presented at their carrying value
in the Condensed Consolidated Balance Sheets):

At March 31, At December 31,
2009 2008
Carrying Carrying

(in millions) Amount  Fair Value Amount Fair Value
Debt (Note 4):

PG&E Corporatior $ 60z $ 1,00z $ 28C $ 73¢
Utility 8,69( 8,82( 8,74( 9,13¢
Energy recovery bonds (Note 4 1,494 1,52¢ 1,58: 1,564

Level 3 Rollforward

The following table is a reconciliation of changedair value of PG&E Corporation’s instrumentstthave been classified as Level 3
in the fair value hierarchy for the three-monthipgrended March 31, 2009:

PG&E Corporation Only PG&E Corporation and the Utility

Money Dividend Price Risk Nuclear Long-
Market  Participation Managemen Decommissionine  term

(in millions) Instruments Rights Instruments Trusts ) Disability Other Total
Asset (liability)
Balance as of
January 1, 200 $ 12 $ 42 % (15€) $ 5% 7% (2% (0%
Realized and
unrealized gains
(losses)

Included in

earnings - 2 - - @) - (5)

Included in

regulatory

assets and

liabilities or

balancing

accounts - - (20 (@D} - 1 (20
Purchases,
issuances, and
settlement: (@) 7 - - - - 3
Transfers in to
Level 3 - - - - - - -
Asset (liability)
Balance as of

March 31, 2009 $ 8% (33 $ (176 $ 4% 718 (1S (127)

@ Excludes taxes on appreciation of investment value.
Earnings for the period were impacted by a $5 anllinrealized loss relating to assets or liabdisgll held at March 31, 2009.

PG&E Corporation and the Utility did not have argnrecurring financial measurements that are withénscope of SFAS No. 157



of March 31, 2009.
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NOTE 9: RELATED PARTY AGREEMENTS AND TRANSACTIONS

In accordance with various agreements, the Utlitd other subsidiaries provide and receive varseungices to and from their parent,
PG&E Corporation, and among themselves. The Ylitd PG&E Corporation exchange administrative iofessional services in support of
operations. Services provided directly to PG&E fewation by the Utility are priced at the higherfalfy loaded cost (i.e., direct cost of good
or service and allocation of overhead costs) arfarket value, depending on the nature of theigesy Services provided directly to the
Utility by PG&E Corporation are priced at the lowsdrfully loaded cost or fair market value, depemgon the nature and value of the
services. PG&E Corporation also allocates varmarporate administrative and general costs to tiléyand other subsidiaries using agreed
upon allocation factors, including the number opéoyees, operating expenses excluding fuel purchastl assets, and other cost allocation
methodologies. Management believes that the methsed to allocate expenses are reasonable andheeeporting and accounting
requirements of its regulatory agencies.

The Utility’s significant related party transact®were as follows:

Three Months Ended

March 31,
(in millions) 2009 2008
Utility revenues from:
Administrative services provided PG&E Corporatior $ 19 1
Utility employee benefit due from PG&E Corporati
Utility expenses from:
Administrative services received from PG&E Corpiana $ 19 $ 24
Utility employee benefit due to PG&E Corporati 6 7

At March 31, 2009 and December 31, 2008, the Mtilad a receivable of approximately $31 million &29 million, respectively,
from PG&E Corporation included in Accounts receieab Related parties and Other Noncurrent Ass&slated parties receivable on the
Utility’'s Condensed Consolidated Balance Sheetd,zapayable of approximately $19 million and $2%8iom, respectively, to PG&E
Corporation included in Accounts payable — Relgtadies on the Utility’s Condensed ConsolidatedaBaé Sheets.

NOTE 10: RESOLUTION OF REMAINING CHAPTER 11 DISPUTE D CLAIMS

Various electricity suppliers filed claims in theility’s proceeding under Chapter 11 of the U.SnBaiptcy Code (“Chapter 11")
seeking payment for energy supplied to the Utitityistomers through the wholesale electricity ntarkperated by the CAISO and the
California Power Exchange (“PX”) between May 200@ dune 2001. These claims, which the Utility disp, are being addressed in various
FERC and judicial proceedings in which the Stat€alifornia, the Utility, and other electricity mirasers are seeking refunds from electricity
suppliers, including municipal and governmentaltes#, for overcharges incurred in the CAISO arel X wholesale electricity markets
between May 2000 and June 2001.

While the FERC and judicial proceedings have beamdmg, the Utility entered into a number of setats with various electricity
suppliers to resolve some of these disputed claimasto resolve the Utility’s refund claims agaitistse electricity suppliers. These settlement
agreements provide that the amounts payable bpattes are, in some instances, subject to adjudtbased on the outcome of the various
refund offset and interest issues being consideyatie FERC. The proceeds from these settlemaftés,deductions for contingencies based
on the outcome of the various refund offset andradt issues being considered by the FERC, willicoe to be refunded to customers in
rates. Additional settlement discussions with p#iectricity suppliers are ongoing. Any net refanclaim offsets, or other credits that the
Utility receives from energy suppliers through fesion of the remaining disputed claims, eitheotigh settlement or the conclusion of the
various FERC and judicial proceedings, will alsccbedited to customers.

The following table presents the changes in theareimg disputed claims liability and interest acmifrom December 31, 2008 to
March 31, 2009:

(in millions)

Balance at December 31, 2C $ 1,75(C
Interest accrue 2C
Less: Settlement (33
Balance at March 31, 200¢ $ 1,737

As of March 31, 2009, the Utility’s net disputeaichs liability was approximately $1,737 million,reisting of approximately $1,552
million of remaining disputed claims (classified the Condensed Consolidated Balance Sheets wittioukts payable — Disputed claims and
customer refunds) and interest accrued at the F&REred rate of $679 million (classified on the @emsed Consolidated Balance Sheets
within Interest payable) offset by accounts redeledrom the CAISO and PX of approximately $494limil (classified on the Condensed
Consolidated Balance Sheets within Accounts rebdéva Customers).

In connection with the Utilitys proceedings under Chapter 11, the Utility esthbli an escrow account for the payment of the tid
claims, which is included within Restricted cashtiee Condensed Consolidated Balance Sheets. Wsauath 31, 2009, the Utility held $1,213
million in escrow, including interest earned, fayment of the remaining net disputed claims.

Interest accrues on the liability for disputed laiat the FER-ordered rate, which is higher than the rate eabyethe Utility on the



escrow balance. Although the Utility has beenemilhg the difference between the accrued intenedtthe earned interest from
customers, this amount is not held in escrowhdfamount of interest accrued at the FERC-ordextedis greater than the amount of interest
ultimately determined to be owed with respect gpdied claims, the Utility would refund to customany excess net interest collected from

customers. The amount of any interest that thitymay be required to pay will depend on the Fiamounts to be paid by the Utility with
respect to the disputed claims.
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On April 10, 2009, the Utility and the PX enteredioi a proposed agreement under which the Utilitydgreed to transfer $700 milli
to the PX from the Ultility’s escrow established @isputed claims to enable the PX to fund fututdesaents, pay refund claims or amounts
owed in CAISO or PX markets as may be authorizethbyFERC or a court of competent jurisdiction.einoposed agreement is subject to
approval by the FERC and by the bankruptcy cobds have jurisdiction over the Chapter 11 procegslof the PX and the Utility. The
Utility's payment would reduce its liability for ¢hrremaining net disputed claims. To protect thétYagainst the imposition of double
liability, the proposed agreement provides thahtextent that both the PX and an individual eleity supplier have filed claims relating to
the same transaction, such claim will be paid leyUltility only once, either to the PX or directly the electricity supplier, as may be ordere
the FERC or the court of competent jurisdiction.

PG&E Corporation and the Utility are unable to pcedhen the FERC or judicial proceedings will lesolved, and the amount of any
potential refunds that the Utility may receive loe amount of disputed claims, including interdsaf the Utility will be required to pay.

NOTE 11: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have substantiahficial commitments in connection with agreementgred into to support the
Utility’s operating activities. PG&E Corporatiométhe Utility also have significant contingencéssing from their operations, including
contingencies related to guarantees, regulatoryggaings, nuclear operations, environmental comgdiaand remediation, tax matters, and
legal matters.

Commitments
Utility
Third-Party Power Purchase Agreements

As part of the ordinary course of business, thétygnters into various agreements to purchaserteenergy and capacity and ma
payments under existing power purchase agreem@&hs.price of purchased power may be fixed or Wdeia Variable pricing is generally
based on either the current market price of ga efectricity at the date of purchase. Forwatides as of March 31, 2009 are used to

determine the undiscounted future expected paynfientontracts with variable pricing terms. At Mhr31, 2009, the undiscounted future
expected power purchase agreement payments wéykosss:

(in millions)
2009 $ 1,57¢
2010 2,137
2011 2,24¢
2012 2,20¢
2013 2,09¢
Thereaftel 21,78¢
Total $ 32,04¢

Payments made by the Utility under power purchgseeanents amounted to approximately $663 millioth $th028 million for the
three months ended March 31, 2009 and March 318,2@8pectively. The amounts above do not incpaienents related to the DWR
purchases for the benefit of the Utility’s custosjexs the Utility only acts as an agent for the DWR

Some of the power purchase agreements that thgytiitered into with independent power produckat are qualifying co-
generation facilities and qualifying small poweoghuction facilities (“QFs”) are treated as capiéases. The following table shows the future
fixed capacity payments due under the QF contthetsare treated as capital leases. (These amarentdso included in the third-party power
purchase agreements table above.) The fixed dggmmiments are discounted to their present valubd table below using the Utility’s
incremental borrowing rate at the inception ofldeses. The amount of this discount is shownertdble below as the amount representing
interest.

(in millions)

2009 $ 43
2010 50
2011 50
2012 50
2013 50
Thereafter 20€
Total fixed capacity payments $ 44¢
Less: Amount representing interest 10E
Present value of fixed capacity payment $ 344
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Minimum lease payments associated with the leakgation are included in Cost of electricity on PE&orporation’s and the
Utility’s Condensed Consolidated Statements of ineo In accordance with SFAS No. 71, the timinghef Utility’s recognition of the lease
expense conforms to the ratemaking treatment &iUtility’s recovery of the cost of electricity.h& QF contracts that are treated as capital
leases expire between April 2014 and September.2021

Capacity payments, which allow QFs to recover itmesit costs, are based on the QF’s total availedgacity and contractual
capacity commitment. Capacity payments may besteljLif the QF exceeds or fails to meet performaagairements specified in the
applicable power purchase agreement.

Natural Gas Supply and Transportation Commitmer

The Utility purchases natural gas directly fromguoers and marketers in both Canada and the USttdds to serve its core
customers. The contract lengths and natural gages of the Ultility’s portfolio of natural gas prorement contracts can fluctuate based on
market conditions. The Utility also contracts fatural gas transportation to transport naturalfigas the points at which the Utility takes
delivery of natural gas (typically in Canada and southwestern United States) to the points atlwthie Utility’s natural gas transportation
system begins.

At March 31, 2009, the Utility’s undiscounted olaltgpns for natural gas purchases and gas transiportervices were as follows:

(in millions)
2009 $ 48€
2010 30C
2011 11€
2012 49
2013 42
Thereafter 157
Total $ 1,152

Payments for natural gas purchases and gas traatpo services amounted to approximately $456@ianiland $797 million for the
three months ended March 31, 2009 and March 318,2@8pectively.

Contingencies
PG&E Corporation

PG&E Corporation retains a guarantee related t@miteindemnity obligations of its former subsidiaNational Energy & Gas
Transmission, Inc. (“NEGT"), that were issued te thurchaser of an NEGT subsidiary company. PG&Ep@ations sole remaining expost
relates to any potential environmental obligatitreg were known to NEGT at the time of the salermitdisclosed to the purchaser, and is
limited to $150 million. PG&E Corporation has meteived any claims nor does it consider it probabét any claims will be made under the
guarantee. PG&E Corporation believes that itsgiatbexposure under this guarantee would not laweterial impact on its financial
condition or results of operations.

Utility
Spent Nuclear Fuel Storage Proceedin

As part of the Nuclear Waste Policy Act of 1982n@ess authorized the U.S. Department of Energ®ED and electric utilities
with commercial nuclear power plants to enter idatracts under which the DOE would be requiredispose of the utilities’ spent nuclear
fuel and high-level radioactive waste no later thanuary 31, 1998, in exchange for fees paid bytitidges. In 1983, the DOE entered into a
contract with the Utility to dispose of nuclear weafrom the Utility’s two nuclear generating ungisthe Diablo Canyon Power Plant (“Diablo
Canyon”) and its retired nuclear facility at HumdtoBay (“Humboldt Bay Unit 3”). The DOE failed tievelop a permanent storage site by
January 31, 1998.

The Utility believes that the existing spent fuebts at Diablo Canyon (which include newly constedgctemporary storage racks) h
sufficient capacity to enable the Utility to oper@iablo Canyon until approximately 2010 for Uniaiid 2011 for Unit 2. Because the DOE
failed to develop a permanent storage site, thigyJsibtained a permit from the Nuclear Regulat@ymmission (“NRC") to build an on-site
dry cask storage facility to store spent fuel tigfoat least 2024. The construction of the dry ctigskage facility is complete, and the initial
movement of spent nuclear fuel to dry cask storagapected to begin in June 2009.

After various parties appealed the NRC's issuaricbeopermit, the U.S. Court of Appeals for the tHiircuit (“Ninth Circuit”)
issued a decision in 2006 requiring the NRC todsssupplemental environmental assessment reptinequotential environmental
consequences in the event of terrorist attack albbiCanyon, as well as to review other contentraised by the appealing parties related to
potential terrorism threats. In August 2007, tHeO\staff issued a final supplemental environmeagakessment report concluding that there
would be no significant environmental impacts frpaiential terrorist acts directed at the Diablo @iamstorage facility.
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In October 2008, the NRC rejected the final contenthat had been made during the appeal. Thelappbas filed a petition for
review of the NRC's order in the Ninth Circuit. tAbugh the appellant did not seek to obtain anrgudghibiting the Utility from loading spent
fuel, the petition stated that they may seek a sfdyel loading at the facility. On December 2008, the appellate court granted the Utility’s
request to intervene in the proceeding. The YH®ibrief on appeal was filed on April 8, 2009. Nate has been set for oral argument.

If the Utility is unable to begin loading spent tear fuel by October 2010 for Unit 1 or May 201t E&nit 2 and if the Utility is
otherwise unable to increase its on-site storagaaity, the Utility would have to curtail or halperations until such time as additional safe
storage for spent fuel is made available.

On August 7, 2008, the U.S. Court of Appeals far fiederal Circuit issued an appellate order ifitigation pending against the D(
in which the Utility and other nuclear power plamtners seek to recover costs that they incurrduild on-site spent nuclear fuel storage
facilities due to the DOE’s delay in constructingational repository for nuclear waste. In OctoP@®d6, the U.S. Court of Federal Claims
found that the DOE had breached its contract vighlitility but awarded the Utility approximately 34nillion of the $92 million incurred by
the Utility through 2004. In ruling on the Utiliyappeal, the U.S. Court of Appeals for the Feld@nacuit reversed the lower court on issues
relating to the calculation of damages and ordéredower court to re-calculate the award. Althowgrious motions by the DOE for
reconsideration are still pending, the judge inltiveer court conducted a status conference on Jgrisa 2009 and has scheduled another
conference for July 9, 2009. The Utility expectattthe final award will be approximately $91 mitlidor costs incurred through 2004 and that
the Utility will recover all of its costs incurreafter 2004 to build orsite storage facilities. Amounts recovered from EFOE will be credited t
customers through rates.

PG&E Corporation and the Utility are unable to fcethe outcome of any rehearing petition.
Application to Recover Hydroelectric Facility Divetire Costs

On April 16, 2009, the CPUC approved a decisioauthorize the Utility to recover approximately $#ilion, including
approximately $12 million of interest, of coststthze Utility incurred in connection with its effsrto determine the market value of its
hydroelectric generation facilities in 2000 and 200 he Utility filed the application on April 12008. These efforts were undertaken as
required by the CPUC in connection with the proplodigestiture of the facilities to further the demment of a competitive generation market
in California. The CPUC subsequently withdrew tle@guirement. The Utility continues to own its hyelectric generation assets. The Utility
expects that the rate adjustments necessary teeetttese authorized costs will be combined witteotate adjustments in the Utility’s annual
electric rate true-up proceeding. These rate cbsage expected to become effective in January.2010

Energy Efficiency Programs and Incentive Ratemakil

The CPUC previously established an incentive rakémgamechanism applicable to the California investarned utilities’
implementation of their energy efficiency prograimsded for the 2006—2008 and 2009-2011 progranmesydUnder the existing incentive
ratemaking mechanism, the maximum amount of revématehe Utility could earn — and the maximum amiathat the Utility could be
required to reimburse customers over the 2006—pB@&am cycle — is $180 million. On December 18)&, based on their first interim
claims, the CPUC awarded interim incentive earntogée utilities for their 2006—2007 program penfi@ance, subject to a holdback until
completion of final measurement studies and a fiesification report for the entire three-year mang cycle. The CPUC awarded the Utility
$41.5 million in shareholder incentive revenuepresenting 35% of $119 million estimated sharehaluentive revenues for the Utility’s
energy efficiency program performance in 2006—2007.

On January 29, 2009, the CPUC established a n@making proceeding to modify the existing incenti@emaking mechanism for
programs beginning in 2009 and future years, tgpadmew framework to review the utilities’ 200&gram performance, and to conduct a
final review of the utilities’ performance over tB806—-2008 program period. Oi\pril 14, 2009, the CPUC issued a ruling settingtdhe
scope and schedule for the new rulemaking procgedime CPUC ordered the parties to participatesatdement conference to begin on May
6, 2009 to resolve the utilities’ interim claims 2008 performance and the utilities’ final claifos the entire 2006—2008 program period. If a
settlement is not reached, the CPUC schedule fealtsearings to begin in June 2009.

Whether or not the Utility will receive any of themaining $77 million in incentives for the 200612007 program years, whether
Utility will receive any additional incentives andur a reimbursement obligation in 2009 based ersttond interim claim for 2008
performance, and whether the final true-up in 2@iDresult in a positive or negative adjustmennegn uncertain.

Nuclear Insurance

The Utility has several types of nuclear insurafocehe two nuclear operating units at Diablo Camypnod for its retired nuclear
generation facility at Humboldt Bay Unit 3. Thellity has insurance coverage for property damageshaisiness interruption losses as a
member of Nuclear Electric Insurance Limited (“NBELLNEIL is a mutual insurer owned by utilitiestwinuclear facilities. NEIL provides
property damage and business interruption covesgp to $3.24 billion per incident for Diablo Caoy. In addition, NEIL provides $131
million of property damage insurance for HumboldtyBJnit 3. Under this insurance, if any nucleamegyating facility insured by NEIL suffers
a catastrophic loss causing a prolonged outage/titisy may be required to pay an additional pramiof up to $39.3 million per one-year
policy term.

NEIL also provides coverage for damages causedatsycd terrorism at nuclear power plants. UnderTerrorism Risk Insurance
Program Reauthorization Act of 2007 (“TRIPRA"), &cff terrorism may be “certified” by the Secretafythe Treasury. For a certified act of
terrorism, NEIL can obtain compensation from thaef@al government and will provide up to the fullipg limits to the Utility for an insure:



loss. If one or more nocertified acts of terrorism cause property damaneiezd under any of the nuclear insurance polisgsed b
NEIL to any NEIL member, the maximum recovery unakthose nuclear insurance policies may not exk&3224 billion within a 1-month
period plus the additional amounts recovered byLNE&t these losses from reinsurance. (TRIPRA edgethe Terrorism Risk Insurance Act of
2002 through December 31, 2014.)
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Under the Price-Anderson Act, public liability afaé from a nuclear incident are limited to $12.%dmil. As required by the Price-
Anderson Act, the Utility purchased the maximumikade public liability insurance of $300 milliorof Diablo Canyon. The balance of the
$12.5 billion of liability protection is covered layloss-sharing program among utilities owning eackeactors. Under the Pridaderson Acl
owner participation in this loss-sharing programeiguired for all owners of nuclear reactors thatl@ensed to operate, designed for the
production of electrical energy, and have a ragghcity of 100 MW or higher. If a nuclear incideasults in costs in excess of $300 million,
then the Utility may be responsible for up to $Blillion per reactor, with payments in each yéaited to a maximum of $17.5 million per
incident until the Utility has fully paid its shaod the liability. Since Diablo Canyon has two he&r reactors, each with a rated capacity of
100 MW, the Utility may be assessed up to $235iamilper incident, with payments in each year limhite a maximum of $35 million per
incident. Both the maximum assessment per reacithe maximum yearly assessment are adjusteaffation at least every five years. T
next scheduled adjustment is due on or before @ct2®, 2013.

In addition, the Utility has $53.3 million of lidily insurance for Humboldt Bay Unit 3 and has &®5nillion indemnification from
the NRC for public liability arising from nucleandidents, covering liabilities in excess of the $iillion of liability insurance.

Environmental Matters

The Utility may be required to pay for environmeémtamediation at sites where it has been, or maglpotentially responsible party
under environmental laws. Under federal and Catlifolaws, the Utility may be responsible for reriag¢ion of hazardous substances at former
manufactured gas plant sites, power plant sitat sdas used by the Utility for the storage, reimg;l or disposal of potentially hazardous
materials, even if the Utility did not deposit teasubstances on the site.

The cost of environmental remediation is diffidaltestimate. The Utility records an environmengahediation liability when site
assessments indicate remediation is probable amahiestimate a range of possible clean-up cdste.Utility reviews its remediation liability
on a quarterly basis. The liability is an estimaiteosts for site investigations, remediation,ratiens and maintenance, monitoring, and site
closure using current technology, and considerimarted laws and regulations, experience gaineidhilais sites, and an assessment of the
probable level of involvement, and financial coratitof other potentially responsible parties. sl¢here is a better estimate within this range
of possible costs, the Utility records the costthatlower end of this range. The Utility estinsatiee upper end of this cost range using possible
outcomes that are least favorable to the Utilltyis reasonably possible that a change in thetim&®s may occur in the near term due to
uncertainty concerning the Utility’s responsibilithe complexity of environmental laws and regulasi, and the selection of compliance
alternatives.

The Utility had an undiscounted and gross enviramadegemediation liability of approximately $587Ihain at March 31, 2009, and
approximately $568 million at December 31, 2008ie 587 million accrued at March 31, 2009 consikts
« approximately $48 million for remediation at theliit's natural gas compressor site located nearkldiy, California;

« approximately $162 million for remediation at thélity’'s natural gas compressor site located in ddp Arizona, near the California
border;

« approximately $82 million related to remediatigrdavested generation facilitie

- approximately $240 million related to remediati@sts for the Utility’s generation and other fa@, third-party disposal sites, and
manufactured gas plant sites owned by the Utilitthord parties (including those sites that areghibject of remediation orders by
environmental agencies or claims by the currenteva/of the former manufactured gas plant sites);

« approximately $55 million related to remediatiarsts for fossil decommissioning sites.

Of the approximately $587 million environmental eftation liability, approximately $137 million hagen included in prior rate
setting proceedings. The Utility expects that ddigonal amount of approximately $363 million wile recoverable in future rates. The Uti
also recovers its costs from insurance carriersflmd other third parties whenever possible. Amoants collected in excess of the Utility’s
ultimate obligations may be subject to refund tetomers. Environmental remediation associated thi¢giHinkley natural gas compressor site
is not recoverable from customers.
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The Utility’s undiscounted future costs could irese to as much as $1 billion if the other potelgti@sponsible parties are not
financially able to contribute to these costs dhé extent of contamination or necessary remexfiasi greater than anticipated, and could
increase further if the Utility chooses to remegliaéyond regulatory requirements. The amount pfagdmately $1 billion does not include
any estimate for any potential costs of remediasioformer manufactured gas plant sites owned bgretunless the Utility has assumed
liability for the site, the current owner has assgm claim against the Utility, or the Utility hatherwise determined it is probable that a claim
will be asserted.

The Utility’s Diablo Canyon power plant uses a @ known as “once-through coolirtfyat takes in water from the ocean to cool
generating facility and discharges the heated wadek into the ocean. There is continuing uncetyeabout the status of state and federal
regulations issued under Section 316(b) of the IC\Water Act, which require that cooling water irgadtructures at electric power plants ref
the best technology available to minimize adversgrenmental impacts. In July 2004, the U.S. Eorninental Protection Agency (“EPA”)
issued regulations to implement Section 316(b)ieée to reduce impacts to aquatic organisms byléstiing a set of performance standards
for cooling water intake structures. These reguotet provided each facility with a number of coraplie options and permitted site-specific
variances based on a cost-benefit analysis. TherE§ulations also allowed the use of environmemtiigation or restoration to meet
compliance requirements in certain cases. In respto the EPA regulations, the California Statee/Resources Control Board (“Water
Board”) issued a proposed policy to address onamitjh cooling. The Water Boasdturrent proposal would require the installatibeaoling
towers at nuclear facilities by January 1, 2021esmthe installation of cooling towers would caiflvith a nuclear safety requirement.

Various parties separately challenged the EPA’slegipns, and in January 2007, the U.S. Court giegds for the Second Circuit
(“Second Circuit”) issued a decision holding thavieonmental restoration cannot be used as a camg#i option and that site-specific
compliance variances based on a cost-benefit oedtl @0t be used. The Second Circuit remandedfigignt provisions of the regulations to
the EPA for reconsideration and in July 2007, tRAEBuspended its regulations. The U.S. Supremet@oanted review of the cost-benefit
guestion and in April 2009 issued a decision raugrthe Second Circuit and finding permissible BiA’s use of cost-benefit analysis to set
national compliance standards for cooling wateakatsystems and variances to those standardsEHAe&s currently revising its regulations
regarding cooling water intake systems. Dependimthe form of the final regulations that may ubitely be adopted by the EPA or the Water
Board, the Utility may incur significant capitalgense to comply with the final regulations, whibk ttility would seek to recover through
rates. If either the final regulations adoptedtry EPA or the Water Board require the installatiboooling towers at Diablo Canyon, and if
installation of such cooling towers is not techilicar economically feasible, the Utility may berféed to cease operations at Diablo Canyon
and may incur a material charge.

Tax Matters

In accordance with FASB Interpretation No. 48, “Aaating for Uncertainty in Income Taxes,” PG&E Corgtion and the Utility do
not expect the total amount of unrecognized taebnto change significantly within the next 12 miws.

On January 30, 2009, PG&E Corporation reachedtattee agreement with the Internal Revenue Sef/ieks”) to resolve refund
claims related to the 1998 and 1999 tax years iftepproved by the U.S. Congress’ Joint Commitieel axation (“Joint Committee”), would
result in a cash refund of approximately $200 wnillplus interest. The refund would result in mebme of approximately $50
million. Because the agreement is subject to Joorhmittee approval, PG&E Corporation has not recegl any benefit associated with the
potential refund.

As a result of the October 2008 IRS audit settlenoétax years 2001 through 2004, PG&E Corporatexeived a cash refund of
approximately $294 million in March 2009 (after &ppg $80 million of the refund to make a 2008 e&tted income tax payment).

Currently, PG&E Corporation has approximately $60iom of federal capital loss carry forwards basedtax returns as filed and
after the resolution of IRS audit of tax years 2@8@bugh 2004. Of the $60 million federal capitas carry forwards, approximately $20
million will expire if not used by the end of 2009.

The IRS is currently auditing tax years 2005 thto2§07. In 2008, PG&E Corporation began partigijgain the IRS’s Compliance
Assurance Process (“CAP"), a real-time audit predetended to expedite the resolution of issuesethduring audits. To date, no material
adjustments have been proposed for either the 2066gh 2007 audit or for the 2008 CAP, excepiaijustments to reflect the rollover imp
of items settled from prior audits. In March 200%;&E Corporation and the IRS signed an agreenoepétmit PG&E Corporation’s
participation in the 2009 CAP.

31




The California Franchise Tax Board is currentlyiing PG&E Corporation’s 2004 and 2005 combinedifSalia income tax
returns. To date, no material adjustments hava pegposed. In addition to the federal capita$ loarry forwards, PG&E Corporation has
approximately $200 million of California capitals® carry forwards based on tax returns as fileglpihjority of which will expire if not used
by the end of 2009.

Legal Matters

PG&E Corporation and the Utility are subject toiwas laws and regulations and, in the normal coafdrisiness, PG&E Corporatii
and the Utility are named as parties in a numbetaims and lawsuits.

In accordance with SFAS No. 5, “Accounting for Gogencies,” PG&E Corporation and the Utility makpravision for a liability
when it is both probable that a liability has bé&surred and the amount of the loss can be reagpratimated. These accruals, and the
estimates of any additional reasonably possiblec®sare reviewed quarterly and adjusted to retiecimpacts of negotiations, discovery,
settlements and payments, rulings, advice of legahsel, and other information and events pertgitora particular matter. In assessing such
contingencies, PG&E Corporation’s and the Utilitp@licy is to exclude anticipated legal costs.

The accrued liability for legal matters is includadPG&E Corporation’s and the Utility’s Currentdbilities — Other in the Condensed
Consolidated Balance Sheets, and totaled approgiyn®64 million at March 31, 2009 and approximatgh2 million at December 31,
2008. After consideration of these accruals, PG&fEporation and the Utility do not expect that Esassociated with legal matters would
have a material adverse impact on their finan@al&ion and result of operations.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

PG&E Corporation, incorporated in California in 59% a holding company whose primary purpose old interests in energy-
based businesses. PG&E Corporation conducts siséss principally through Pacific Gas and Eled@mpany (“Utility”), a public utility
operating in northern and central California. Théity engages in the businesses of electricitgl antural gas distribution; electricity
generation, procurement, and transmission; andalagas procurement, transportation, and stor&§&&E Corporation became the holding
company of the Utility and its subsidiaries on Jamul, 1997. Both PG&E Corporation and the Utilitg headquartered in San Francisco,
California.

The Utility served approximately 5.1 million eldctty distribution customers and approximately mlion natural gas distribution
customers at March 31, 2009. The Utility had appnately $41 billion in assets at March 31, 2008 generated revenues of approximately
$3.4 billion in the three months ended March 3020

The Utility is regulated primarily by the CalifomnPublic Utilities Commission (“CPUC”) and the FealeEnergy Regulatory
Commission (“FERC”). The Utility generates revesneainly through the sale and delivery of eledlyiaind natural gas at rates set by the
CPUC and the FERC. Rates are set to permit tHigydt recover its authorized “revenue requirenséritom customers. Revenue
requirements are designed to allow the Utility apartunity to recover its reasonable costs of ghioyg utility services, including a return of,
and a fair rate of return on, its investment initytifacilities (“rate base”). Pending regulatgryoceedings that could result in rate changes and
affect the Utility’s revenues are discussed in PG8dtporation’s and the Utility’s combined Annualg®et on Form 10-K for the year ended
December 31, 2008, which, together with the infdfamaincorporated by reference into such reponteferred to in this quarterly report as the
“2008 Annual Report.” Significant developmentstthave occurred since the 2008 Annual Report wed fiith the Securities and Exchange
Commission (“SEC”) are discussed in this Quart&gport on Form 10-Q.

This is a combined quarterly report of PG&E Corpioraand the Utility and includes separate Condérzensolidated Financial
Statements for each of these two entities. PG&Bp@ation’s Condensed Consolidated Financial Statgsinclude the accounts of PG&E
Corporation, the Utility, and other wholly owneddarontrolled subsidiaries. The Utility’'s Condengashsolidated Financial Statements
include the accounts of the Utility and its whatlwned and controlled subsidiaries as well as teewts of variable interest entities for which
the Utility absorbs a majority of the risk of lomssgain. This combined Management’s DiscussionAmalysis of Financial Condition and
Results of Operations (“MD&A”") of PG&E Corporati@nd the Utility should be read in conjunction wile Condensed Consolidated
Financial Statements and the Notes to the Condebsrdolidated Financial Statements included indnisrterly report, as well as the MD&A,
the audited Consolidated Financial Statementsttadlotes to the Consolidated Financial Statementsporated by reference in the 2008
Annual Report.

Summary of Changes in Earnings per Common Share anhcome Available for Common Shareholders for the firee Months Ended
March 31, 2009

PG&E Corporation’s diluted earnings per common sl{&PS”) for the three months ended March 31, 2089 $0.65 per share,
compared to $0.62 per share for the same peri@g8@8. For the three months ended March 31, 2088,F°Corporation’s income available
for common shareholders increased by approxim&®elymillion, or 8%, to $241 million, compared toZ82million for the same period in
2008.

The increase in EPS and income available for comshaneholders is primarily due to the Utility’sust on equity (“‘ROE”on highe
authorized capital investments (representing ar@ln increase in income available for commonrst@lders as compared to the same
period in 2009). In addition, results for the #nraonths ended March 31, 2009 reflected a berfedipproximately $25 million because the
Utility incurred lower storm- and outage-relategherses in the three months ended March 31, 2068mapared to the same period in 2008.

This increase in diluted EPS and income availafle®dmmon shareholders was partially offset by appnately $26 million, as
compared to the same period in 2008, attributablégher uncollectible expenses due to the econeoniditions in the Utility’s service
territory, increased employee severance costsaaridcrease in the liability for non-pension emgeyenefits reflecting recent stock market
performance and lower assumed rates of return.itidddlly, during the three months ended MarchZ&1Q9, the Utility incurred higher
expenses, to perform accelerated system-wide tggrity surveys and associated remedial work whietreased income available from
common shareholders by approximately $5 millionc@spared to the same period in 2008.

33




Key Factors Affecting Results of Operations and Fiancial Condition

PG&E Corporation’s and the Utility’s results of epgons and financial condition depend primarilywinether the Utility is able to

operate its business within authorized revenueireaents, timely recover its authorized costs, @ach its authorized rate of return. A num
of factors have had, or are expected to have,réfisignt impact on PG&E Corporation’s and the Wil results of operations and financial
condition, including:

The Outcome of Regulatory Proceedings and the ItgfdRatemaking Mechanisr. Most of the Utility s revenue requirements are
based on its costs of service in proceedings ssitheaGeneral Rate Case (“GRC”) filed with the CPA#@ transmission owner (“TO")
rate cases filed with the FERC. Unlike the cur@®RC, which set revenue requirements for a fgaar period (2007 through 2010), it
expected that the next GRC will set revenue requergs for the Utility’s electric and natural gastdbution operations and electric
generation operations for a three-year period (28idugh 2013). From time to time, the Utility alfiles separate applications
requesting the CPUC or the FERC to authorize amtitirevenue requirements for specific capital exltere projects such as new
power plants, gas or electric transmission fae#itinstallation of an advanced metering infrastmg; and reliability or system
infrastructure improvements. The Utility’s revesueill also be affected by incentive ratemakinguling the CPUC’s customer
energy efficiency shareholder incentive mechani¢gee Note 11 of the Notes to the Condensed Caladetl Financial Statements.) In
addition, the CPUC has authorized the Utility toaeer 100% of its reasonable electric fuel and gnerocurement costs and has
established a timely rate adjustment mechanisradover such costs. As a result, the Utility’s rexes and costs can be affected by
volatility in the prices of natural gas and elegityi. (See”Risk Management Activiti€’ below.)

Capital Structure and Return on Common Equ The Utility's current CPU-authorized capital structure includes a 52% com
equity component. The CPUC has authorized théytd earn a ROE of 11.35% on the equity compowéits electric and natural g
distribution and electric generation rate basee Ulility’ s capital structure is set until 2011, and its obstapital components, includi
an 11.35% ROE, will only be changed before 20théfannual automatic adjustment mechanism esteblisy the CPUC is
triggered. If the 12-month October-through-Septendverage yield for the Moody’s Investors Servitiity bond index increases or
decreases by more than 1% as compared to the alplelicenchmark, the Utility can adjust its authedizost of capital effective on
January 1 of the following year. The Utility cas@apply for an adjustment to either its capitalcure or its cost of capital at any ti
in the event of extraordinary circumstanc

The Ability of the Utility to Control Costs Whilmproving Operational Efficiency and Reliabil. The Utility's revenue requiremer
are generally set at a level to allow the Utilitg topportunity to recover its basic forecasted afieg expenses as well as to earn an
and recover depreciation, tax, and interest expasseciated with authorized capital expendituf@i$ferences in the amount or timing
of forecasted and actual operating expenses anthlcaxpenditures can affect the Utilig/ability to earn its authorized rate of return
the amount of PG&E Corporation’s net income avaddbr shareholders. When capital expenditureagieer than authorized levels,
the Utility incurs associated depreciation, propégik, and interest expense but does not recoventes to offset these expenses or
an ROE until the capital expenditures are addedtmbase in future rate cases. Items that cauldechigher expenses than provide:
in the last GRC primarily relate to the Utilig/efforts to maintain its aging electric and natgas systems infrastructure; to improve
reliability and safety of its electric and natugals system; and to improve its information techgplimfrastructure, support, and
security. In addition, the Utility expects thatitil continue to incur higher costs to accelersystem-wide natural gas leak surveys and
associated remedial work. (See “Results of Opamatibelow.) The Utility continually seeks to aeté operational efficiencies and
improve reliability while creating future sustaitalzost savings to offset these higher anticipatggbnses. The Utility also seeks to
make the amount and timing of its capital expemdgiconsistent with budgeted amounts and tin

The Availability and Terms of Debt and Equity Fineng. The amount and timing of the Util’s future financing needs will depend
various factors, some of which include the condgiin the capital markets, the amount and timingctieduled principal and interest
payments on long-term debt, the amount and timfrigamned capital expenditures, and the amountianidg of interest payments
related to the remaining disputed claims that weaele by electricity suppliers in the Utility’s peexding under Chapter 11 of the U.S.
Bankruptcy Code (“Chapter 11”). (See Note 10 efMotes to the Condensed Consolidated Financit¢r8ents.) The amount of the
Utility’s short-term financing will vary dependirman the level of operating cash flows, seasonal dehfiar electricity and natural gas,
volatility in electricity and natural gas pricesidacollateral requirements related to price risknagement activity, among other
factors. In order to maintain the Utility’s CPUQthorized capital structure, PG&E Corporation Wil required to contribute equity to
the Utility. The timing and amount of these futeiguity contributions will affect the timing and aomd of any future equity or debt
issuances by PG&E Corporation. In March 2009, PG&dporation and the Utility issued $350 millionda®550 million, respectively,
of senior unsecured notes. (¢Liquidity and Financial Resourc” below.)

In addition to the key factors discussed above, E@®rporation’s and the Utilitg' future results of operations and financial caod

are subject to the risk factors. (See “Risk Fattor the 2008 Annual Report.)
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FORWARD-LOOKING STATEMENTS

This combined quarterly report on Form 10-Q, inglgdVID&A, contains forward-looking statements tlaaé necessarily subject to
various risks and uncertainties. These statenagatbased on current estimates, expectations,rajetpons about future events and
assumptions regarding these events and managerkeatidedge of facts as of the date of this repditiese forward-looking statements relate
to, among other matters, estimated capital experedif estimated environmental remediation liabgitiestimated tax liabilities, the anticipated
outcome of various regulatory and legal proceediagsmated future cash flows, and the level afifeitequity or debt issuances, and are also
identified by words such as “assume,” “expect,téind,” “plan,” “project,” “believe,” “estimate,” ‘drget,” “predict,” “anticipate,” “aim,”

“may,” “might,” “should,” “would,” “could,” “goal,” “potential,” and similar expressions. PG&E Coutton and the Utility are not able to
predict all the factors that may affect future tessuSome of the factors that could cause futeseilts to differ materially from those expressed
or implied by the forward-looking statements, anfr historical results, include, but are not limited

« the Utility’s ability to manage capital expenditures and ierafing and maintenance expenses within authotizeds;
- the outcome of pending and future regulatory prdicegs and whether the Utility is able to timely @ger its costs through rates;

« the adequacy and price of electricity and natuaal supplies, and the ability of the Utility to mgaand respond to the volatility of t
electricity and natural gas markets, includingabdity of the Utility and its counterparties togi®r return collatera

« the effect of weather, storms, earthquakes, fftesds, disease, other natural disasters, explesiecidents, mechanical breakdow
disruption of information technology and computgstems, acts of terrorism, and other events orrbdazzn the Utility’s facilities and
operations, its customers, and third parties orciwtiie Utility relies:

- the potential impacts of climate change on theitytil electricity and natural gas businesses;

« changes in customer demand for electricity andrahgas resulting from unanticipated populationvgtoor decline, general econon
and financial market conditions, changes in teabgpincluding the development of alternative enesgyrces, or other reasol

« operating performance of the Diablo Canyon Powan®"Diablo Canyo’), the availability of nuclear fuel, the occurrence
unplanned outages at Diablo Canyon, or the tempanapermanent cessation of operations at DiabloyGa;

« whether the Utility can maintain the cost savirtgs it has recognized from operating efficiencles it has achieved and identify &
successfully implement additional sustainable-saving measure

« whether the Utility incurs substantial expensenipriove the safety and reliability of its electrimdanatural gas systerr

« whether the Utility achieves the CPUC’s energyaifficy targets and recognizes any incentives tgaUtility may earn in a timely
manner;

« the impact of changes in federal or state lawgheir interpretation, on energy policy and the tatian of utilities and their holding
companies

« the impact of changing wholesale electric or gasketaules, including new rules of the Californielépendent System Operator
(“CAISQ") to restructure the California wholesale electricitgirket;

« how the CPUC administers the conditions imposeBG&.E Corporation when it became the Uti's holding company

« the extent to which PG&E Corporation or the Utililgurs costs and liabilities in connection wittiglation that are not recoverat
through rates, from insurance, or from other tipiadties;

- the ability of PG&E Corporation, the Utility, andunterparties to access capital markets and otheces of credit in a timely manner
on acceptable terms, especially given the recdetideating conditions in the economy and finanaigrkets

- the impact of environmental laws and regulationd twe costs of compliance and remediation;
» the effect of municipalization, direct access, camity choice aggregation, or other forms of bypass
« the outcome of federal or state tax audits andntipact of changes in federal or state tax lawscigd, or regulations.
For more information about the significant riskattbould affect the outcome of these forward-loglstatements and PG&E
Corporation’s and the Utility’s future financial mdition and results of operations, see the disoudsi the section entitled “Risk Factors” in the

2008 Annual Report. PG&E Corporation and the tjtitio not undertake an obligation to update forwlaaking statements, whether in
response to new information, future events, or rotfse.
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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, 2009 and 2008:

Three Months ended

March 31,

(in millions) 2009 2008
Utility
Electric operating revenus $ 242 $ 2,51«
Natural gas operating revent 1,00t 1,21¢

Total operating revenues 3,431 3,73:
Cost of electricity 88:¢ 1,027
Cost of natural ga 557 775
Operating and maintenan 1,05¢ 1,03¢
Depreciation, amortization, and decommissioning 41¢€ 402

Total operating expens 2,91¢ 3,24(
Operating incomi 513 49¢
Interest incomu 9 24
Interest expens a73) (180)
Other income, ne 21 19
Income before income tax 37C 35€
Income tax provisiol 131 12C
Net Income 23¢ 23€
Preferred dividend requireme 3 3
Income available for common sharehold $ 23€ $ 238

PG&E Corporation, Eliminations, and Other @

Operating revenue $ - 3 =
Operating expenses - -
Operating los: - -

Interest incom: - 2
Interest expens 8 @)
Other expense, net (3) (14)
Loss before income tax (17) (29
Income tax benefit (16) (10)
Net gain (loss $ 5 % ©)
Consolidated Total

Operating revenue $ 3,431 $ 3,73
Operating expenst 2,91¢ 3,24(
Operating incomi 513 49¢
Interest incomt 9 26
Interest expens (181) (187)
Other income, ne 18 5
Income before income tax 35¢ 337
Income tax provisiol 11E 11C
Net Income 244 227
Preferred dividend requirement of subsidi 3 3
Income available for common sharehold $ 241 § 224

D pGeE Corporation eliminates all intercompany tratigms in consolidation.
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Utility

The following presents the Utility’s operating réisdor the three months ended March 31, 2009 &982
Electric Operating Revenue

The Utility provides electricity to residential dastrial, agricultural, and small and large comriamustomers through its own
generation facilities and through power purchaseagents with third parties. In addition, the itititelies on electricity provided under long-
term contracts entered into by the California Dapant of Water Resources (“DWR”) to meet a matgy@tion of the Utility’s customers’
demand (“load”). The Utility’s electric operatimgvenues consist of amounts charged to customeedddricity generation and procurement
and for electric transmission and distribution gggs, as well as amounts charged to customerstwee the cost of public purpose programs,
energy efficiency programs, and demand side managem

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

Three Months Ended

March 31,
(in millions) 2009 2008
Electric operating revenus $ 2821 $ 2,841
DWR pass-through revenu@s (395) (327)
Utility electric operating revenues $ 2,42¢ $ 2,514

@ These are revenues collected on behalf of the DwvRIectricity allocated to the Utilitg' customers under contracts between the DWF
power suppliers and are not included in the U’s Condensed Consolidated Statements of Inc

The Utility’s electric operating revenues decreasetthe three months ended March 31, 2009 by apmaely $88 million, or
approximately 4%, compared to the same period @820ainly due to the following factors:

. Electricity procurement costs passed through téocosrs decreased by approximately $147 millioreeCost of Electricit”
below.)

. Public purpose program costs passed through tomess decreased by approximately $29 million, &¥928@arks the beginning of
new program cycle that will run through 2011. Rawes and expenses increase as programs becomestadskshed and enrollm:
increases. The public purpose programs primarihsist of the electric energy efficiency progranesydincome energy efficiency
programs; research, development, and demonstratagrams; and renewable energy programs. (Seer&bpg and Maintenance”
below.)

These decreases were partially offset by the fofigw

« Base revenues increased by approximately $26 miloa result of attrition adjustments as authdriaehe 2007 GRC

« Revenues associated with separately funded prgpatsd in service, including Gateway Generatirggi® and the new steam
generators at Diablo Canyon, increased by apprdrim&46 million.

« Other miscellaneous increases in electric operagugnues of approximately $16 million.

The Utility’s electric operating revenues for tleamainder of 2009 and 2010 are expected to inciEasethorized by the CPUC in the
2007 GRC. The Utility’s electric operating reveader future years are also expected to increaseth®rized by the FERC in the TO rate
cases. Additionally, on April 16, 2009, the CPUtpeoved a decision authorizing the Utility to reepapproximately $47 million, including
approximately $12 million of interest, of coststthze Utility incurred in connection with its effsrto determine the market value of its
hydroelectric generation facilities in 2000 and 20@See “Regulatory Matters” below.)
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In addition, the Utility expects to continue to leakt revenue requirements related to CPUC-approapdal expenditures outside the

GRC, including capital expenditures for the newlitytiowned generation projects and the SmartM&Yesdvanced metering project. Reven
would also increase to the extent that the CPUCaoues the Utility’s proposal for other capital projs. (See “Capital Expenditures” below.)

Revenue requirements associated with new or expgpulaic purpose, energy efficiency, and demangaese programs will also
result in increased electric operating revenuesaddition, future electric operating revenuesiemgacted by changes in the Utility’s electricity
procurement costs as discussed under “Cost ofrigliggt below. Finally, the Utility may recognizadditional incentive revenues to the extent
that it achieves the CPUC's energy efficiency goals

Cost of Electricity

The Utility’s cost of electricity includes electifig purchase costs, the cost of fuel used by iteggtion facilities, and the cost of fuel
supplied to other facilities under tolling agreeitsenThese costs are passed through to custormbesUtility’s cost of electricity also includes
realized gains and losses on price risk manageautivities. (See Notes 7 and 8 of the Notes tddbedensed Consolidated Financial
Statements.) The Utility’s cost of electricity éxades non-fuel costs associated with the Utititgivn generation facilities, which are include
Operating and maintenance expense in the Cond€@wmezblidated Statements of Income. The cost atriddy provided under power
purchase agreements between the DWR and variousrguppliers is also excluded from the Utility’sstof electricity.

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

Three Months Ended

March 31,

(in millions) 2009 2008
Cost of purchased pow $ 87C $ 1,03¢
Proceeds from surplus sales allocated to the Y (31) (46)
Fuel used in owned generation 44 35

Total cost of electricity $ 88z $ 1,02
Average cost of purchased power per kWh $ 0.07¢ $ 0.08¢
Total purchased power (in millions of kW 10,98 11,757

D Kilowatt-hour

The Utility’s total cost of electricity decreasedthe three months ended March 31, 2009 by appaieimn$144 million, or 14%,
compared to the same period in 2008. This dectwaserimarily due to a 10% decrease in the averageof purchased power, as well as a
7% decrease in the total volume of purchased powbke decrease in the average cost of purchasedrpoas primarily driven by lower marl
prices for electricity and gas. Decreases in itrtalsand residential demand as well as milder fwesain the first quarter of 2009 contributed to
decreases in the volume of purchased power.

Various factors will affect the Utility’s future sbof electricity, including the market prices fdectricity and natural gas, the level of
hydroelectric and nuclear power that the Utilitpguces, the cost of procuring more renewable enetg@nges in customer demand, and the
amount and timing of power purchases needed tacegower previously supplied under the DWR cotdras those contracts expire or are
terminated, novated, or renegotiated. In additibe,output from the Utility’s hydroelectric gengoa facilities is dependent on levels of
precipitation and could impact the volume of pussthpower. Volatility in natural gas prices wilalimpact the Utility’s cost of electricity.

The Utility’s future cost of electricity also max laffected by federal or state legislation or riked may be adopted to regulate the
emissions of greenhouse gases from the Utilityésteicity generating facilities or the generatiagifities from which the Utility procures
electricity. In particular, costs are likely tachease in the future when California’s statewideeghouse gas emissions reduction law is
implemented.
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Natural Gas Operating Revenug

The Utility sells natural gas and natural gas tpantation services. The Utility’s transportati@ngces are provided by a transmission
system and a distribution system. The transmissystem transports gas throughout California fdiveey to the Utility’s distribution system,
which, in turn, delivers natural gas to end-useamers. The transmission system also deliversalagas to large end-use customers who are
connected directly to the transmission systemadiition, the Utility delivers natural gas to offstsem markets, primarily in southern
California.

The following table provides a summary of the Wi natural gas operating revenues:

Three Months Ended

March 31,
(in millions) 2009 2008
Bundled natural gas revent $ 92: % 1,147
Transportation service-only revenues 82 77
Total natural gas operating revenue: $ 1,008 $ 1,21¢
Average bundled revenue per Mefof natural gas sold $ 9.14 $ 10.11]
Total bundled natural gas sales (in millions of 101 112

® One thousand cubic feet

The Utility’s natural gas operating revenues desedan the three months ended March 31, 2009 bsoappately $214 million, or
18%, compared to the same period in 2008. Thisedse was primarily due to a decrease in bundiedaiagas revenues of approximately
$219 million, or 19%, as a result of decreaseténcost of natural gas, which are passed throughstomers. (See “Cost of Natural Gas”
below). This decrease was partially offset by éased base revenue requirements as a resultibbatadjustments as authorized in the 2007
GRC.

Future natural gas operating revenues will be ingzhby changes in the cost of natural gas, thétyJsilgas transportation rates,
natural gas throughput volume, and other fact&ia. 2008 through 2010, the Gas Accord IV settlenagméement provides for an overall
modest increase in the revenue requirements aes i@t the Utility’s gas transmission and storagiises. In addition, the Utility’s natural
gas operating revenues for distribution are exgetténcrease through 2010 as a result of reveegeirement increases authorized by the
CPUC in the 2007 GRC. Finally, the Utility may ogaize incentive revenues to the extent that iteats the CPUG energy efficiency goal

Cost of Natural Gas

The Utility’s cost of natural gas includes the fhase costs of natural gas and transportation ooststerstate pipelines and intrastate
pipelines, but excludes the transportation costaém-core customers, which are included in Opegatind maintenance expense in the
Condensed Consolidated Statements of Income. Tilig’'d cost of gas also includes realized gaing éosses on price risk management
activities. (See Notes 7 and 8 of the Notes tddbrdensed Consolidated Financial Statements.)

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

Three Months Ended

March 31,
(in millions) 2009 2008
Cost of natural gas so $ 51t $ 754
Transportation cost of natural gas s 42 21
Total cost of natural gas $ 557 $ 77E
Average cost per Mcf of natural gas s $ 51C $ 6.67
Total natural gas sold (in millions of Mcf) 101 112

The Utility’s total cost of natural gas decreasethie three months ended March 31, 2009 by appatein$218 million, or 28%,
compared to the same period in 2008, primarily tiuee decrease in the average market price of dajasaand a decrease in the volume of
natural gas sold.

The Utility’s future cost of natural gas will be racted by the market price of natural gas, andgésim customer demand. In

addition, the Utility’s future cost of gas also niag affected by federal or state legislation oesub regulate the emissions of greenhouse gase
from the Utility’s natural gas transportation andtdbution facilities and from natural gas consuhiy the Utility’s customers.
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Operating and Maintenance

Operating and maintenance expenses consist mditie dJtility’s costs to operate and maintain iksotricity and natural gas
facilities, customer accounts and service expemaésic purpose program expenses, and administratid general expenses.

The Utility’s operating and maintenance expensegeised by approximately $23 million, or 2%, in theee months ended March 31,
2009 compared to the same period in 2008. Opegratid maintenance expenses grew mainly due to ax#B&n increase in wage and
benefit-related costs, a $18 million increase indliectible customer accounts as a result of dejieconomic conditions and rising
unemployment in the Utility’s service territory v&ance costs of $8 million incurred in connectidgth the consolidation of some regional
facilities, and increased labor and other cost8amillion related to accelerated natural gas Bakeys. In addition, operating and
maintenance expenses for the three months endechMar 2008 reflecteda decrease of approximately $29 million in theityts accrual for
employee vacation pay, contributing to the compagahcrease in operating and maintenance expdoséise three months ended March 31,
2009. These increases were partially offset byedses in public purpose program expenses of $i®miand decreases in labor costs of $38
million compared to those incurred in 2008 as altex the January 2008 winter storm. Additionallyher miscellaneous operating and
maintenance expenses decreased by approximatemilish, as compared to the same period in 2008.

Operating and maintenance expenses are influencedde inflation; benefits; property taxes; theitigyand length of Diablo Canyt
refueling outages; storms, wild fires, and othezrgs causing outages and damages in the Utiligriace territory; environmental remediation
costs; legal costs; material costs; and variousraliministrative and general expenses. The Yéliticipates that it will incur higher costs in
the future to operate and maintain its aging intftecsure and to improve operating and maintenamgegsses used in its natural gas
system. (See “Risk Factors” in the 2008 Annuald®ep In particular, the Utility has begun worksasiated with systemdde gas leak surve
and targets completing this work in a little mdnart a year. The Utility forecasts that it will spleup to $100 million in 2009 to perform the
accelerated gas leak surveys and associated rdmexdia The Utility also expects that it will inctigher expenses in future periods to obtain
or comply with permitting requirements, includingsts associated with renewed FERC licenses fodtitiey’s hydroelectric generation
facilities. To help offset these increased casis,Utility intends to continue its efforts to idi#y and implement initiatives to achieve
operational efficiencies and to create future snatde cost savings.

Depreciation, Amortization, and Decommissionit

In the three months ended March 31, 2009, thetWsldepreciation, amortization, and decommissigréspenses increased by
approximately $17 million, or 4%, as compared ® $hme period in 2008. There was a $26 millioreiase to depreciation expense primarily
due to capital additions and depreciation rate geams authorized in the 2007 GRC and the curi@ntale case. This increase was partially
offset by decreases of approximately $9 milliom@ommissioning expense and amortization expetetedgo the energy recovery bonds
(“ERBs").

The Utility’s depreciation, amortization, and decuigsioning expenses in subsequent years are egjpecigcrease as a result of an
overall increase in capital expenditures and impletation of depreciation rates authorized by th@&/2BRC decision and future TO rate cases.

Interest Income

In the three months ended March 31, 2009, thetiJtlinterest income decreased by approximatelyilbon, or 63%, as compared
to the same period in 2008 primarily due to lowdeiest rates earned on restricted cash held ddiat€hapter 11 disputed claims. (See Note
10 of the Notes to the Condensed Consolidated Eiab8tatements.)

The Utility’s interest income in 2009 and futureipes will be primarily affected by changes in thedance held in escrow related to

disputed claims and changes in interest rate levels
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Interest Expenst

In the three months ended March 31, 2009, thetWtlinterest expense decreased by approximatemi$ion, or 4%, as compared to
the same period in 2008. Interest expense deatgaearily due to the following factors:

. Interest expense decreased by approximately $1bmgdrimarily due to lower FERC interest ratesraed on the liability for
disputed claims

. Interest expense on pollution control bonds dee@éy approximately $7 million due to the repurehakauction rate pollution
control bonds in March and April 2008. The Utilppartially refunded these bonds in September aridif@c 2008. Additionally,
interest expense decreased due to lower interest oa outstanding variable rate pollution conbahds.

. Interest expense decreased by approximately ${bmiprimarily due to lower interest rates affectwagious balancing accoun

. Interest expense decreased by approximately $#{milue to the reduction of the outstanding balafdeRBs.

These decreases were partially offset by additioriatest expense of approximately $22 million ity related to $2.4 billion in
senior notes that were issued in 2008 and Marc®.200

The Utility’s interest expense in 2009 and futuegipds will be impacted by changes in interests;ads well as by changes in the
amount of debt outstanding as long-term debt matanel additional long-term debt is issued. (Sequidity and Financial Resourceb&low.)

Income Tax Expensi

In the three months ended March 31, 2009, thetiJslincome tax expense increased by approxim&glymillion, or 9%, as
compared to the same period in 2008. The effetéixeates for the three months ended March 319 20@ 2008 were 35.3% and 33.6%,
respectively. The lower effective tax rate in 2@@8s primarily the result of an Internal RevenueviBe (“IRS”) audit settlement included in
the three months ended March 31, 2008. No siraitaount was recorded in the same period in 2009.

PG&E Corporation, Eliminations, and Other
Operating Revenues and Expenses

PG&E Corporation’s revenues consist mainly of bgk to its affiliates for services rendered, aliwiich are eliminated in
consolidation. PG&E Corporation’s operating exmensonsist mainly of employee compensation and paysrto third parties for goods and
services. Generally, PG&E Corporation’s operatrgenses are allocated to affiliates. These dllmtaare made without mark-up and are
eliminated in consolidation. PG&E Corporatisiinterest expense relates to its 9.50% Converbleordinated Notes and 5.75% Senior N
and is not allocated to affiliates.

There were no material changes to PG&E Corporaioperating income in the three months ended Mat¢l2009 as compared to
the same period in 2008.
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LIQUIDITY AND FINANCIAL RESOURCES
Overview

The Utility’s ability to fund operations depends thie levels of its operating cash flow and accesbé capital markets. The levels of
the Utility’s operating cash and short-term debtfuate as a result of seasonal demand for elggtaied natural gas, volatility in energy
commodity costs, collateral requirements relateprtoe risk management activity, the timing and ammf tax payments or refunds, and the
timing and effect of regulatory decisions and ficiags, among other factors. The Utility generaliijizes long-term senior unsecured debt
issuances and equity contributions from PG&E Caapon to fund debt maturities and capital expendiguand relies on short-term debt to
fund temporary financing needs.

PG&E Corporation’s ability to fund operations arapital expenditures, make scheduled principal atetést payments, refinance
debt, fund Utility equity contributions as neededthe Utility to maintain its CPUC-authorized dapistructure, and make dividend payments
primarily depends on the level of cash distribusioaceived from the Utility and access to the chpitarkets.

Credit Facilities and Short-Term Borrowings

At March 31, 2009, PG&E Corporation had a $200ionillrevolving credit facility and the Utility had%®2.0 billion revolving credit
facility. Commitments from Lehman Brothers Ban§B-(“Lehman Bank”) represented approximately $1Bioni, or 7%, and approximately
$60 million, or 3%, of the total borrowing capacityder PG&E Corporation’s and the Utility’s revalgi credit facilities, respectively. On
April 27, 2009, PG&E Corporation and the Utility ended their revolving credit facilities and removathman Bank as a lender. As a result,
PG&E Corporation now has a $187 million revolvirrgdit facility and the Utility has a $1.94 billioevolving credit facility.

The Utility has a $1.75 billion commercial papeogram, the borrowings from which are used primaglgover fluctuations in cash
flow requirements. Liquidity support for these tmwings is provided by available capacity underrénlving credit facility. At March 31,
2009, the Utility had $385 million of commercialgg outstanding at an average yield of approxineitel5%.

The following table summarizes PG&E Corporatiomsl ahe Utility’s short-term borrowings and outstamgdcredit facilities at March
31, 2009:

(in millions) At March 31, 2009
Letters of Commercial

Authorized Termination Facility Credit Cash Paper

Borrower Facility Date Limit Outstanding Borrowings  Backup  Availability
PG&E Revolving  February
Corporation  credit facility 2012 $ 20 ¢ -$ -$ -$ 20C

Revolving  February

Utility credit facility 2012 2,00¢? 29E - 38t 1,32(
Total credit facilities $ 2200 $ 29t $ -$ 38t $ 1,52(

D ncludes a $50 million sublimit for letters of ciednd $100 million sublimit for “swingline” loanslefined as loans that are made availal lle
on a sam-day basis and are repayable in full within 30 d.

@ |ncludes a $950 million sublimit for letters of ditand $200 million sublimit for swingline loans.

PG&E Corporation’s and the Utility’s revolvirggedit facilities include usual and customary ctav@s for credit facilities of their
type, including covenants limiting liens to thosampitted under the senior notes’ indenture, mergaies of all or substantially all of the
Utility’s assets, and other fundamental changesaddition, both PG&E Corporation and the Utilitg aequired to maintain a ratio of total
consolidated debt to total consolidated capitatizadf at most 65%, and PG&E Corporation must osirectly or indirectly, at least 80% of t
common stock and at least 70% of the voting seeardf the Utility. At March 31, 2009, PG&E Corption and the Utility met all of these
requirements.
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2009 Financings

Access to the capital markets is essential to dméirruation of the Utility’s capital expenditureggram. Notwithstanding the recent
disruption in the capital markets, PG&E Corporatom the Utility were able to issue $350 milliorda&$550 million, respectively, of senior
unsecured notes in March 2009. Proceeds fromethiersnotes offerings were used to finance capitpenditures, for general working capital
purposes, and to repay outstanding commercial pagech the Utility had issued to pay off $600 naili of senior notes that matured on Me
1, 2009.

In addition, PG&E Corporation issued 4,700,796 sbaf common stock upon exercise of employee siptions and under its 401(
plan and Dividend Reinvestment and Stock Purch&se Benerating approximately $96 million of castough March 31, 2009. Also, in the
first quarter of 2009, PG&E Corporation contribu&sP8 million of cash to the Utility to ensure thia¢ Utility had adequate capital to fund its
capital expenditures and to maintain the 52% comaetprity ratio authorized by the CPUC.

Future Financing Needs

The amount and timing of the Utility’s future finging needs will depend on various factors, inclgdime conditions in the capital
markets and the Utility’s ability to access theitalpnarkets, the timing and amount of forecastapgital expenditures, and the amount of cash
internally generated through normal business ofmerstamong other factors. The Utility’s futuradncing needs will also depend on the
timing of the resolution of the Chapter 11 disputéadms and the amount of interest on these cl#iratsthe Utility will be required to pay. (<
Note 10 of the Notes to the Condensed Consolidateghcial Statements

Assuming that PG&E Corporation and the Utility caotess the capital markets on reasonable termsERG8poration and the
Utility believe that the Utility’s cash flow frompeerations, existing sources of liquidity, and fetfinancings will provide adequate resources to
fund operating activities, meet anticipated obligas, and finance future capital expenditures.
Dividends
During the three months ended March 31, 2009, tilgypaid common stock dividends totaling $156lon to PG&E Corporation.
During the three months ended March 31, 2009, PG&Bporation paid common stock dividends totaling&illion. On February
18, 2009, the Board of Directors of PG&E Corponatieclared a dividend of $0.42 per share, totaitgd million, which was paid on April
15, 2009 to shareholders of record on March 319200
During the three months ended March 31, 2009, tilgy paid cash dividends to holders of its outstang series of preferred stock

totaling $3 million. On February 18, 2009, the Bbaf Directors of the Utility declared a cash diend totaling $3 million on its outstanding
series of preferred stock, payable on May 15, 20Gthareholders of record on April 30, 2009.
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Utility
Operating Activities

The Utility’s cash flows from operating activitipsimarily consist of receipts from customers leagrpents of operating expenses,
other than expenses such as depreciation thattdeaqaire the use of cash.

The Utility’s cash flows from operating activitiésr the three months ended March 31, 2009 and 288 as follows:

Three Months Ended

March 31,
(in millions) 2009 2008
Net income $ 23¢ % 23€
Adjustments to reconcile net income to net cashkigeal by operating activitie:
Depreciation, amortization, and decommissior 45€ 437
Allowance for equity funds used during construct (25) (20
Deferred income taxes and tax credits, 234 16C
Other changes in noncurrent assets and liabi (48) 10¢€
Effect of changes in operating assets and liadsli
Accounts receivabl 29¢ 88
Inventories 16€ 107
Accounts payabl (107) 14¢
Income taxes receivable/payal 95 (20)
Regulatory balancing accounts, (180) (35€)
Other current asse 34 104
Other current liabilitie: (386€) 65
Other 1 (2)
Net cash provided by operating activities $ 777 $ 1,054

In the three months ended March 31, 2009, net pashided by operating activities decreased apprateéty $277 million compared
the same period in 2008. This decrease was ptirdare to an increase in net collateral paid ofrapjmately $457 million. The increase in
net collateral paid, which is primarily relatedpioce risk management activities, was a resulthafnges in the Utility’s exposure to
counterparties’ credit risk, generally reflectingctining natural gas prices. Collateral payables r@ceivables are included in Other changes in
noncurrent assets and liabilities, Other curres¢tss and Other current liabilities in the tablexah This cash outflow was partially offset by

tax refunds of approximately $163 million relatedte Utility’s portion of the settlement of theSRaudits of PG&E Corporatiosiconsolidate
tax returns for tax years 2001 through 2004.

Future operating cash flow will be impacted by tineing of cash collateral payments and receiptateel to price risk management
activity, among other factors. The Ultility’s casbilateral activity will fluctuate based on changreshe Utility’s net credit exposure, which is
primarily dependent on electricity and gas priceveroent. The Utility’s operating cash flows alsdl e impacted by electricity procurement
costs and the timing of rate adjustments authoriaedcover these costs.

On January 30, 2009, PG&E Corporation reachedtattea agreement with the IRS to resolve refunihtdarelated to the 1998 and
1999 tax years that, if approved by the U.S. CosgjseJoint Committee on Taxation (“Joint Commitde&/ould result in a cash refund of
approximately $200 million, plus interest. ThenldCommittee’s decision is currently expected & $lecond quarter of 2009, and if approved,
PG&E Corporation expects to receive the refundhigyend of 2009. (See Note 11 of the Notes to tred€nsed Consolidated Financial
Statements for a discussion of “Tax Matters.”) Aiddally, the extension by the American Recovemg &einvestment Act of 2009 of “bonus
depreciation” for an additional year is expectetidwe a positive impact on operating cash flonaGd@9 and 2010.

In addition, the Utility’s future operating casloft may also be impacted by the amount and timinfgreding obligations associated
with nuclear decommissioning and employee beneAisa result of lower assumed rates of returndeudlining investment returns, the
Utility’s obligations to fund decommissioning o ihuclear generation facilities and to secure paymeemployee benefits under pension and
other postretirement benefit plans may increadee Qtility believes that it is probable that angri@ase in these obligations would be
recoverable through rates. (See “Regulatory Msitteelow.)
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Investing Activities

The Utility’s investing activities consist of consttion of new and replacement facilities necessageliver safe and reliable
electricity and natural gas services to its custsm€ash used in investing activities depends gmilpnupon the amount and type of
construction activities, which can be influencedty need to make electricity and natural gasbiilia improvements as well as by storms i
other factors.

The Utility’s cash flows from investing activitiésr the three months ended March 31, 2009 and 2208 as follows:

Three Months Ended

March 31,

(in millions) 2009 2008
Capital expenditure $ (1,079 $ (859
Proceeds from sale of ass 2 6
Decrease in restricted ca 11 2
Proceeds from nuclear decommissioning trust ¢ 387 164
Purchases of nuclear decommissioning trust inva#s, (412) (117)

Net cash used in investing activitie $ (1,09) % (799

Net cash used in investing activities increasedpgyroximately $293 million in the three months ehtarch 31, 2009 compared to
the same period in 2008. This increase was priynduie to an increase of approximately $226 milliorwapital expenditures for installing the
SmartMeter™ advanced metering infrastructure, geioer facility spending, replacing and expanding gad electric distribution systems, and
improving the electric transmission infrastructu(8ee “Capital Expenditures” below.)

Future cash flows used in investing activitieslargely dependent on expected capital expenditui@se “Capital Expenditures”
below and in the 2008 Annual Report.)

Financing Activities
The Utility’s cash flows from financing activitider the three months ended March 31, 2009 and 2298 as follows:

Three Months Ended

March 31,

(in millions) 2009 2008
Net repayments under revolving credit faci $ - 3 (25C)
Net issuance (repayments) of commercial papemfngiscount of $2 million in 200

and $1 million in 200¢ 96 (198
Proceeds from issuance of long-term debt, neterhprm, discount, and issuance cc

of $12 million in 2009 and $2 million in 20( 53¢ 59¢
Long-term debt matured or repurchas (600) (300)
Energy recovery bonds matur (89) (83
Preferred stock dividends pe 3 3
Common stock dividends pa (15€) (142)
Equity contributior 52¢ 50
Other 2 (7)

Net cash provided by (used in) financing activitie $ 31€ $ (339

In the three months ended March 31, 2009, net pashded by financing activities increased by apprately $651 million compare
to the same period in 2008. Cash provided by ed uis financing activities is driven by the Utilig/financing needs, which depend on the |
of cash provided by or used in operating activitied the level of cash provided by or used in itimgsactivities. The Utility generally utilizes
longterm senior unsecured debt issuances and equitsitnations from PG&E Corporation to fund debt méfas and capital expenditures ¢
relies on short-term debt to fund temporary finagaieeds.
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PG&E Corporation

With the exception of dividend payments, interéds, senior notes issuance of $350 million in M&6h9, tax refunds of $131
million, and transactions between PG&E Corporatiad the Utility, PG&E Corporation had no materiask flows on a stand-alone basis for
the three months ended March 31, 2009 and 2008.

CONTRACTUAL COMMITMENTS

PG&E Corporation and the Utility enter into contxead commitments in connection with business ati¢isi These future obligations
primarily relate to financing arrangements (sucloag-term debt, preferred stock, and certain foofnegulatory financing), purchases of
transportation capacity, natural gas and elecgricitsupport customer demand, and the purchasgeb&hd transportation to support the
Utility’s generation activities. In addition todee commitments disclosed in the 2008 Annual Repudtthose arising from normal business
activities, PG&E Corporation’s and the Utility’smonitments at March 31, 2009 include $350 milliorbof5% Senior Notes issued by PG&E
Corporation due April 1, 2014, and $550 million6o25% Senior Notes issued by the Utility due MakcB039. (See the 2008 Annual Report
and Notes 4, 5, 10, and 11 of the Notes to the €osell Consolidated Financial Statements.)

CAPITAL EXPENDITURES

Depending on conditions in the capital markets,Ukikty forecasts that it will make various capitavestments in its electric and gas
transmission and distribution infrastructure to mtain and improve system reliability, safety, andtomer service; to extend the life of or
replace existing infrastructure; and to add newastfucture to meet already authorized growth. tNbghe Utility’s revenue requirements to
recover forecasted capital expenditures are audwbin the GRC and TO rate cases. In additiom fime to time, the Utility requests
authorization to collect additional revenue requieats to recover capital expenditures related ¢gifip projects such as new power plants,

or electric transmission projects, and the Smaréwét advanced metering infrastructure.
Proposed Electric Distribution Reliability Program (Cornerstone Improvement Program)

On February 23, 2009, a ruling was issued thablskees a schedule for the CPUC’s consideratiaheUtility’s request for approval
of a proposed six-year electric distribution rellityoimprovement program. Hearings have been scheduled to begin in Augus?, 201t a
final decision is scheduled to be issued in Jang8&p. On March 17, 2009, the Utilityfiled revised forecasts of proposed capital
expenditures totaling approximatel$1.99 billion, a decrease from the original fore@ds52.3 billion, and proposed operating and

maintenance expenses totaling approximat&§9 million, a slight increase from the originatdoast of $43 million, over the six-year period
of 2010 through 2016.

SmartMeter™ Program

Since late 2006, the Utility has been installingadwanced metering infrastructure, known as therBfeder™ program, for virtually
all of the Utility’s electric and gas customershiginfrastructure results in substantial costsgsiassociated with billing customers for energy
usage, and enables the Utility to measure usagkedfiricity on a time-of-use basis and to chargeetdifferentiated rates. The main goal of
time-differentiated rates is to encourage custornteersduce energy consumption during peak demariddseand to reduce procurement
costs. Advanced meters can record usage in titeevals and be read remotely. The Utility expéatsomplete the majority of the installation
throughout its service territory by the end of 2011

The CPUC authorized the Utility to recover the #1lbfllion estimated SmartMeter™ project cost, imlthg an estimated capital cost
of $1.4 billion. The $1.74 billion amount includ®$.68 billion for project costs and approximat®54.8 million for costs to market critical
peak pricing programs primarily for residential mmsers, SmartRate, that are made possible by SmagetW technology. In addition, the
Utility can recover in rates 90% of up to $100 roiil in costs that exceed $1.68 billion without asenableness review by the CPUC. The
remaining 10% will not be recoverable in ratesadtlitional costs exceed the $100 million threshtild Utility may request recovery of the
additional costs, subject to a reasonablenesswevidarough March 31, 2009, the Utility has spembggregate of $824 million, including

capital costs of $670 million, to install the Sriaeter ™ system.

On March 12, 2009, the CPUC authorized the Uttlityipgrade elements of its SmartMeter™ advancednnetinfrastructure
project. The CPUC authorized additional funding466.8 million, including $402 million of capitabsts, to be recovered through an
increased revenue requirement. The Utility intetodsistall upgraded electric meters with assodialevices that would offer an expanded
range of service features for electric customeaswould support energy conservation and demambrse options, such as the ability to
present near-real-time energy consumption datagtomers so that they could use energy more wiselysponse to near-real-time energy
data. These upgraded meters would also increasatamal efficiencies for the Utility through, angother things, the ability to remotely
connect and disconnect service to electric custemker addition, the upgraded electric meters asgghed to facilitate the Utility’s ability to
incorporate future advanced metering technologgvations in a timely and cost-effective manner.
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The Utility’s ability to recognize the expected kéits of its SmartMetel advanced metering infrastructure remains subjeat to
number of risks, including whether the Utility instadditional advanced metering project coststtiteCPUC does not find reasonable or that
are not recoverable in rates, whether the progichplemented on schedule, whether the Utility saccessfully integrate the new advanced
metering system with its billing and other computdormation systems, and whether the new technopsgforms as intended.

Diablo Canyon Steam Generator Replacement Project

In November 2005, the CPUC authorized the Utilityeplace the steam generators at the two nucpEaating units at Diablo Cany
(Units 1 and 2) and recover costs of up to $70&ionifrom customers without further reasonableresgew. The Utility installed four of the
new steam generators in Unit 2 during 2008 and deteg installation of the remaining new generafordJnit 1 on March 7, 2009. As of
March 31, 2009, the Utility has incurred approxietats661 million. If costs exceed the authorizegshold, the CPUC authorized the Utility
to recover costs of up to $815 million, subjectdasonableness review of the full amount.

OFF-BALANCE SHEET ARRANGEMENTS

PG&E Corporation and the Utility do not have anftlmdlance sheet arrangements that have had, oeasenably likely to have, a
current or future material effect on their finad@andition, changes in financial condition, reveawr expenses, results of operations, liqui
capital expenditures, or capital resources.

CONTINGENCIES

PG&E Corporation and the Utility have significamintingencies, including Chapter 11 disputed claiias matters, and environmer
matters, which are discussed in Notes 10 and iiedNotes to the Condensed Consolidated Finanta&ti@ents.

REGULATORY MATTERS

This section of MD&A discusses developments thaehaccurred in significant pending regulatory pextiags discussed in the 2008
Annual Report and significant new pending regulafmoceedings that were initiated since the 2008uah Report was filed with the
SEC. The outcome of these proceedings could haigndicant effect on PG&E Corporation’s and th&lity’s results of operations and
financial condition.

Application to Recover Hydroelectric Facility Divetire Costs

On April 16, 2009, the CPUC approved a decisioauthorize the Utility to recover approximately $#ilion, including
approximately $12 million of interest, of costs th#lity incurred in connection with its efforts tetermine the market value of its hydroele:
generation facilities in 2000 and 2001. The Utifited the application on April 14, 2008. Thedtods were undertaken as required by the
CPUC in connection with the proposed divestitur¢gheffacilities to further the development of a peritive generation market in
California. The CPUC subsequently withdrew thiguieement. The Utility continues to own its hydexric generation assets. The Utility
expects that the rate adjustments necessary teeetttese authorized costs will be combined witteotate adjustments in the Utility’s annual
electric rate true-up proceeding. These rate cbgage expected to become effective in January.2010

Retirement Plan Contribution Applicatiol

Due to the ongoing upheaval in the economy, thawe bbeen negative impacts on the investment retmr@ssets held in trust to
satisfy the Utility’s obligations to secure paymehemployee benefits under pension and other girment benefit plans. The Utility’s
recorded liabilities and, in some cases, its fugdihligations, may increase as a result of dedifmvestment returns on trust assets and lower
assumed rates of return. However, the Utilitydnadi that it is probable that any increase in fagdibligations would be recoverable through
rates. On March 2, 2009, the Utility filed an apation requesting that the CPUC approve a mechafos annually adjusting gas and electric
revenue requirements beginning in 2011 to covetritiutions to the Utility’s retirement plan outsidéthe GRC, which would ensure timely
recovery of any additional contributions.

PG&E Corporation and the Utility are unable to pcethe outcome of the application.
Electric Transmission Owner Rate Cas

On April 20, 2009, the Utility requested that tHeREC approve an uncontested settlement in the YiilitO rate case that was filed on
July 30, 2008. The settlement proposes to sehana retail base revenue requirement of $776 aniléffective March 1, 2009. The Utility
has been reserving the difference between expeetetiues based on rates requested by the Utilitg ihO rate application and expected
revenues based on rates proposed in the settlerAsrd.result, the settlement, if approved, wilt imopact the Utility’s results of operations or
financial condition. If the settlement is approumdthe FERC, the Utility will refund any over-cetited amounts to customers, with interest,
through an adjustment to rates in 2011.

RISK MANAGEMENT ACTIVITIES
The Utility and PG&E Corporation, mainly througk iwnership of the Utility, are exposed to marlkst,rwhich is the risk that

changes in market conditions will adversely affeetincome or cash flows. PG&E Corporation andUlikty face market risk associated w
their operations, financing arrangements, the mplkee for electricity, natural gas, electricitgrismission, natural gas transportation



storage, other goods and services, and other aspittteir businesses. PG&E Corporation and thiyJtategorize market risks as
price risk and interest rate risk. The Utilityallso exposed to credit risk: the risk that courddres fail to perform their contractual
obligations. For a comprehensive discussion of EG&rporation’s market risk, see the section exatitRisk Management Activities” in the
2008 Annual Report.
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Price Risk
Electricity Procurement

On April 1, 2009, the CAISO’s Market Redesign aretfinology Upgrade (“MRTU”) became operative af@vihg been delayed
several times. Among other features, the MRTldtdsthed new day-ahead, hour-ahead, and real-tintdesale electricity markets, subject to
bid caps that increase over time. The Utility expé&c continue to rely primarily on electricity froa diverse mix of resources, including third-
party contracts, amounts allocated under DWR cotd#rand its own electricity generation facilitigss meet customer demand. Therefore, a
relatively small proportion of the Utilitg' total customer demand must be met through pueshiaghe MRTU markets. As a result, exposu
price volatility in the new MRTU markets is reducetihe CAISO must implement several FERC-orderexhghs to MRTU, some of which
must be implemented by March 31, 2010. Marketsigkany, associated with these changes will Bessed as the design and timelines are
finalized during 2009.

Electric Transmission Congestion Revenue Rig|

In the CAISO’s new day-ahead market, the CAISO isgsocelectric transmission congestion costs andtsrbet are determined by
reference points along transmissions paths at wioeter is delivered or withdrawn. The CAISO allomvarket participants, including load
serving entities such as the Utility, to acquiregestion revenue rights (“CRRs") to hedge the famarisk of CAISO-imposed congestion
charges. The CAISO releases CRRs through an aandahonthly process, each of which includes baothlcation phase (in which load
serving entities receive CRRs at no cost baset@oustomer demand or “load” they serve) and atiauphase (priced at market and
available to all market participants). The Utilagquired CRRs in 2008 (via allocation and auctiorgnticipation of the effectiveness of the
MRTU. In the first quarter of 2009 the Utility adged additional CRRs. CRRs are considered dévivdmstruments and are recorded at fair
value within the Condensed Consolidated BalancetShe

Natural Gas Transportation and Storac

The Utility uses value-at-risk to measure sharedrsidexposure to price and volumetric risks remglfrom variability in the price of,
and demand for, natural gas transportation andgoservices that could impact revenues due togelsain market prices and customer
demand. Value-at-risk measures this exposureavelting 12-month forward period and assumes theicontract positions are held through
expiration. This calculation is based on a 95%idence level, which means that there is a 5% pbiibathat the impact to revenues on a pre-
tax basis, over the rolling 12-month forward perinill be at least as large as the reported vatugsk. Value-at-risk uses market data to
guantify the Utility’s price exposure. When marklata is not available, the Utility uses historidata or market proxies to extrapolate the
required market data. Value-at-risk as a measupertfolio risk has several limitations, includinigut not limited to, inadequate indication of
the exposure to extreme price movements and thefusstorical data or market proxies that may axé¢quately capture portfolio risk.

The Utility’s value-at-risk calculated under thethedology described above was approximately $10anikt March 31, 2009. The
Utility’s high, low, and average values-at-risk iohgr the three months ended March 31, 2009 wereoappately $34 million, $9 million, and
$22 million, respectively.

Convertible Subordinated Notes

At March 31, 2009, PG&E Corporation had outstandipgroximately $252 million of 9.50% Convertiblel®udinated Notes that are
scheduled to mature on June 30, 2010. These QibleeBubordinated Notes may be converted (at ghioo of the holder) at any time prior
maturity into 16,702,194 shares of PG&E Corporatommon stock, at a conversion price of $15.09%pare. In addition, holders of the
Convertible Subordinated Notes are entitled toivectpass-through dividends,” determined by multipg the cash dividend paid by PG&E
Corporation per share of common stock by a numbealeto the principal amount of the Convertible &ulinated Notes divided by the
conversion price. Since January 1, 2009, PG&E @uaition has paid pass-through dividends totalingr@dmately $14 million, including $7
million paid on April 15, 2009.

In accordance with SFAS No. 133, “Accounting forative Instruments and Hedging Activities” (“SFA®. 133"), the dividend
participation rights of the Convertible Subordirthiéotes are considered to be embedded derivatsriments and, therefore, must be
bifurcated from the Convertible Subordinated Nated recorded at fair value in PG&E Corporation’si@ensed Consolidated Financial
Statements. (See Notes 7 and 8 of the Notes t6dhdensed Consolidated Financial Statements.)
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Interest Rate Risk

Interest rate risk sensitivity analysis is usechtsasure interest rate risk by computing estimalteaiges in cash flows as a result of
assumed changes in market interest rates. At MztcR009, if interest rates changed by 1% focaidtent variable rate debt issued by PG&E
Corporation and the Utility, the change would affieet income for the three months ended March 829Dy approximately $0.9 million,
based on net variable rate debt and other inteasstsensitive instruments outstanding.

Credit Risk

The Utility manages credit risk associated withwitsolesale customers and counterparties by asgigméadit limits based on
evaluations of their financial conditions, net wortredit ratings, and other credit criteria asndee appropriate. Credit limits and credit que
are monitored periodically, and a detailed credélgsis is performed at least annually. The Wtilies many energy contracts to master
agreements that require security (referred to eeditcollateral”) in the form of cash, lettersavédit, corporate guarantees of acceptable credit
quality, or eligible securities if current net re@bles and replacement cost exposure exceed ctudily specified limits.

The following table summarizes the Utility’s needit risk exposure to its wholesale customers anohierparties, as well as the
Utility’s credit risk exposure to its wholesale tumers or counterparties with a greater than 108&neelit exposure, at March 31, 2009 and
December 31, 2008:

) Number of Net Exposure to
Gross Credit Wholesale Wholesale
Exposure _ Customers or Customers or
Before Credit  creqgit ~ NetCredit Counterparties  Counterparties
(in millions) Collateral ' Collateral Exposure® >10% >10%
March 31, 200¢ $ 315 $63 $ 252 3 $192
December 31, 200 $ 240 $84 $ 156 2 $ 107

® Gross credit exposure equals mark-to-market vafunancially settled contracts, notes receivabte] net receivables (payables) where
netting is contractually allowed. Gross and netldtrexposure amounts reported above do not inddjlestments for time value or liquidit

@ Net credit exposure is the gross credit exposureisncredit collateral (cash deposits and lettexsedit). For purposes of this table, pare
guarantees are not included as part of the caloal:

CRITICAL ACCOUNTING POLICIES
The preparation of Condensed Consolidated FinaGtéements in accordance with accounting prinsignerally accepted in the
United States of America involves the use of estmand assumptions that affect the recorded amafimissets and liabilities as of the date of
the financial statements and the reported amodms/enues and expenses during the reporting pefib@ accounting policies described
below are considered to be critical accountinggiedi, due, in part, to their complexity and becahs& application is relevant and material to
the financial position and results of operation®&&E Corporation and the Utility, and because ¢hgdlicies require the use of material
judgments and estimates. Actual results may défdastantially from these estimates. These paliarel their key characteristics are discu:
in detail in the 2008 Annual Report. They include:
« regulatory assets and liabilities;
« environmental remediation liabilitie
- asset retirement obligations;
» accounting for income taxes; a
« pension and other postretirement plans.
For the period ended March 31, 2009, there werehanages in the methodology for computing criticaaunting estimates, no

additional accounting estimates met the standanderitical accounting policies, and there werameterial changes to the important
assumptions underlying the critical accountingneates.
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NEW ACCOUNTING POLICIES
Disclosures about Derivative Instruments and HedgiActivities— an amendment of FASB Statement No. 133

In March 2008, the Financial Accounting Standardai (“FASB”) issued Statement of Financial AccangtStandards (“SFAS”)
No. 161,“Disclosures about Derivative Instruments and Haddghctivities — an amendment of FASB Statement N38” (“SFAS No.
161"). SFAS No. 161 amends and expands the disdagquirements of SFAS No. 133. SFAS No. 16iiireg an entity to provide
qualitative disclosures about its objectives amnatsgies for using derivative instruments and gtetite disclosures that detail the fair value
amounts of, and gains and losses on, derivatiteumgnts. SFAS No. 161 also requires disclosusesitecredit-riskrelated contingent featul
of derivative instruments. SFAS No. 161 is effeetprospectively for fiscal years beginning aftevidmber 15, 2008. (See Note 7 of the
Notes to the Condensed Consolidated Financial i8&atts.)

Noncontrolling Interests in Consolidated Financigtatement— an amendment of ARB No. 51

On January 1, 2009, PG&E Corporation and the Ytddopted SFAS No. 160, “Noncontrolling Interest€ionsolidated Financial
Statements — an amendment of ARB No. 51" (“SFAS N&gf)”). SFAS No. 160 amends Accounting ReseardreuNo. 51, “Consolidated
Financial Statements,” to establish accountingrapdrting standards for a noncontrolling interest isubsidiary and for the deconsolidation of
a subsidiary. SFAS No. 160 defines a “noncontiglinterest”, previously called a “minority intetésas the portion of equity in a subsidiary
not attributable, directly or indirectly, to a pate Among other items, this standard requires aimagntity include a noncontrolling interest in
consolidated statement of financial position withijuity separate from the parent’s equity; reporvants inclusive of both the parent’s and
noncontrolling interest’s shares in consolidatedimeome; and separately report the amounts ofam@ed net income attributable to the
parent and noncontrolling interest on the constdidatatement of operations. If a subsidiary odsolidated, any retained noncontrolling
equity investment in the former subsidiary mustisasured at fair value, and a gain or loss mustd@gnized in net income based on suct
value.

As of March 31, 2009 and December 31, 2008, PG&Bp@mation’s $252 million preferred stock of subaigi represents
a noncontrolling interest in the Utility. PG&E Quration has reclassified the noncontrolling indéfeom Preferred Stock of Subsidiaries to
equity in PG&E Corporation’s Condensed Consoliddigncial Statements in accordance with SFAS 66.ftr all periods presented. The
Utility had no material noncontrolling interestsdansolidated subsidiaries as of March 31, 20092exkmber 31, 2008.

The presentation and disclosure requirements ofSSNA. 160 were applied retrospectively. Other tienchange in presentation of
noncontrolling interests, the adoption of SFAS M@0 had no material impact on PG&E Corporation'd #ire Utility’s Condensed
Consolidated Financial Statements.

Issuer's Accounting for Liabilities Measured at Fair Vala with a Third-Party Credit Enhancement

In September 2008, the FASB issued Emerging Isask Force (“EITF”) 08-5, “Issuer’s Accounting fbiabilities Measured at Fair
Value with a Third-Party Credit Enhancement” (“EITB-5"). EITF 08-5 clarifies the unit of accountdetermining the fair value of a liability
under SFAS No. 107, “Disclosures about Fair ValfiEinancial Instruments” (“SFAS No. 107"), or SFA®. 133. Specifically, it requires an
entity to exclude any third-party credit enhancetadat are issued with and are inseparable froieb&instrument from the fair value
measurement of that debt instrument. EITF 08&fexctive prospectively for fiscal years beginnogor after December 15, 2008 and interim
periods within those fiscal years. EITF 08-5 did have a material impact on PG&E Corporation’s tredUtility’s Condensed Consolidated
Financial Statements.

Equity Method Investment Accounting Considerati— an amendment to Accounting Principles Board N@8 1

In November 2008, the FASB issued EITF 08-6, “Bgiiethod Investment Accounting Considerations” TEI08-6"). EITF 08-6
applies to investments accounted for under thetgquéthod and requires an entity to measure itéyeqyestment initially at cost. Generally,
contingent consideration associated with an equ#thod investment should only be included in tligairmeasurement of that investment if it
is required to be recognized by specific authavieaguidance other than SFAS No. 141(R), “Busir@smbinations.”However, the investor
an equity method investment could be required ¢ogaize a liability for the related contingent ciolesation features if the fair value of the
investor’s share of the investee’s net assets esdbe investor’s initial costs. An equity methindestor is required to recognize other-than-
temporary impairments of an equity method investna@ shall account for a share issuance by arsteges if the investor had sold a
proportionate share of its investment. Any gaifoss to the investor resulting from an investediare issuance shall be recognized in
earnings. EITF 08-6 is effective prospectivelyfiscal years beginning on or after December 19828nd interim periods within those fiscal
years. Adoption of EITF (-6 did not have a material impact on PG&E Corporés or the Utility’s Condensed Consolidated Finahc
Statements.
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ACCOUNTING PRONOUNCEMENTS ISSUED BUT NOT YET ADOPTE D
Disclosures about Employe’ Postretirement Benefit Plan Assets — an amendmemfEASB Statement No. 132(R)

In December 2008, the FASB issued FASB Staff RusiffFSP”) SFAS 132(R)-1, “Employers’ Disclosurdsat Postretirement
Benefit Plan Assets” (“FSP SFAS 132(R)-1"). FSFASFL32(R)-1 amends and expands the disclosurerseqants of SFAS No. 132,
“Employers’ Disclosures about Pensions and OthstrBtirement Benefits.” An entity is required t@yide qualitative disclosures about how
investment allocation decisions are made, the ;antl valuation techniques used to measure thedhie of plan assets, and the concentr:
of risk within plan assets. Additionally, quantite@ disclosures are required showing the fair galfieach major category of plan assets, the
levels in which each asset is classified withinfiievalue hierarchy, and a reconciliation for fhexiod of plan assets that are measured using
significant unobservable inputs. FSP SFAS 132(R)iffective prospectively for fiscal years endafter December 15, 2009. PG&E
Corporation and the Utility are currently evalugtihe impact of FSP SFAS 132(R)-1.

Interim Disclosures about Fair Value of Financialnstruments

In April 2009, the FASB issued FSP SFAS 107-1 afBANo. 28-1, “Interim Disclosures about Fair Vabfd=inancial
Instruments” (“FSP SFAS 107-1 and APB No. 28-1This FSP amends SFAS No. 107 and APB Opinion Np'l28rim Financial
Reporting,” to require disclosures about the failue of financial instruments for interim reportipgriods that were previously only required
for annual reporting periods. An entity is reqdite disclose the fair value of financial assetd kabilities together with the related carrying
amount and where the carrying amount is classifigtle Condensed Consolidated Balance Sheets.SF88 107-1 and APB No. 28-1 is
effective prospectively for interim reporting pat®after June 15, 2009. PG&E Corporation and tfiléyare currently evaluating the impact
of FSP SFAS 107-1 and APB No. 28-1.

Recognition and Presentation of Oth-Than-Temporary Impairments

In April 2009, the FASB issued FSP SFAS 115-2 aR8$ 124-2, “Recognition and Presentation of Otheafl-Temporary
Impairments” (“FSP SFAS 115-2 and SFAS 124-2").isTEFSP amends existing guidance related to otter-ttmporary impairments to
improve disclosure of other-thaamporary impairments on debt and equity securitieke financial statements. Recognition and mesasen
guidance is not amended by this FSP. FSP SFAXHI SFAS 124-2 is effective prospectively foerith reporting periods after June 15,
2009. PG&E Corporation and the Utility are curhgetvaluating the impact of FSP SFAS 115-2 and SE2&2.

Determining Fair Value When the Volume and Level éktivity for the Asset or Liability Have Signifigatly Decreased and Identifyin
Transactions That Are Not Orderly

In April 2009, the FASB issued FSP SFAS 157-4, @etining Fair Value When the Volume and Level otidity for the Asset or
Liability Have Significantly Decreased and Identify Transactions That Are Not Orderly” (“FSP SFA%/44"). This FSP amends SFAS No.
157, “Fair Value Measurements,” to provide guidaoneestimating fair value when the volume or lenfedictivity for an asset or liability has
significantly decreased when compared with normealkat conditions. Guidance to identify circumsesahen a transaction is not orderly, or
is distressed or forced, is also provided. FSPSEB7-4 is effective prospectively for interim rejoay periods after June 15, 2009. PG&E
Corporation and the Utility are currently evalugtthe impact of FSP SFAS 157-4.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

PG&E Corporation’s and the Utilitydsimary market risk results from changes in engngges. PG&E Corporation and the Utility
engage in price risk management activities for trading purposes only. Both PG&E Corporation drel Wtility may engage in these price
risk management activities using forward contraftisires, options, and swaps to hedge the impactasket fluctuations on energy commaoc
prices and interest rates (see “Risk Managemenvifies” above under Item 2: Management’s Discussiad Analysis of Financial Condition
and Results of Operations).

ITEM 4. CONTROLS AND PROCEDURES

Based on an evaluation of PG&E Corporation’s ardUlility’s disclosure controls and procedures fislarch 31, 2009, PG&E
Corporation’s and the Utility’s respective prindigxecutive officers and principal financial offrsehave concluded that such controls and
procedures are effective to ensure that informagguired to be disclosed by PG&E Corporation dredUtility in reports that the companies
file or submit under the Securities Exchange Act@34 (1934 Act”) is recorded, processed, sumneakiand reported within the time periods
specified in the SEC rules and forms. In additP6&E Corporation’s and the Utility’s respectivenmipal executive officers and principal
financial officers have concluded that such costeoid procedures were effective in ensuring tHatrmation required to be disclosed by
PG&E Corporation and the Utility in the reportsttP&&E Corporation and the Utility file or submihder the 1934 Act is accumulated and
communicated to PG&E Corporation’s and the Utiityhanagement, including PG&E Corporation’s andtilty’s respective principal
executive officers and principal financial officess persons performing similar functions, as appede to allow timely decisions regarding
required disclosure.

There were no changes in internal control ovemioma reporting that occurred during the quartetezhMarch 31, 2009 that have
materially affected, or are reasonably likely tatenglly affect, PG&E Corporation’s or the Utilityinternal control over financial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
Complaints Filed by the California Attorney Generahd the City and County of San Francisco

On March 10, 2009, the San Francisco Superior Glisimissed the California Attorney General’s lawdiléd in 2002 against PG&E
Corporation and several of its present and fornrectbrs. The Attorney General alleged that thie@ants had engaged in unfair or
fraudulent business acts or practices in violatibS8ection 17200 of the California Business anddasions Code. Among other allegations,
the Attorney General alleged that past transfefammds from the Utility to PG&E Corporation duritige period from 1997 through 2000
(primarily in the form of dividends and stock replases), and allegedly from PG&E Corporation teotffiliates of PG&E Corporation,
violated various conditions established by the CPWBGllowing a neutral evaluation of the Attornegri@ral’s claims by a former California
Supreme Court justice, the Attorney General andigfendants jointly requested that the complairdibmissed. The dismissal is with
prejudice, meaning that the Attorney General canadile the complaint. On April 23, 2009, the &nd County of San Francisco dismissed
its similar lawsuit against PG&E Corporation. Foeore information about these matters, see PG&E @atjpn’s and Pacific Gas and Electric
Company'’s joint Annual Report on Form 10-K for frear ended December 31, 2008.

ITEM 1A. RISK FACTORS

A discussion of the significant risks associatethunivestments in the securities of PG&E Corporatiod the Utility is set forth und
the heading “Management’s Discussion and AnalysKmancial Condition and Results of Operations skRFactors” in the 2008 Annual
Report. There have been no material changes ingkerelated to an investment in PG&E Corpordtiar the Utility’s securities that have
been disclosed in the 2008 Annual Report. In &dithe section of this report entitled “Forwardeking Statements” appearing in Part I,
Item 2: Management’s Discussion and Analysis ofRaial Condition and Results of Operations, listsis of the factors that could affect
PG&E Corporation’s and the Utility’s future resuttoperations and financial condition. Although&®&Corporation and the Utility are not
able to predict all the factors that may affectifetresults, the listed factors and the risks dised in the 2008 Annual Report could cause €
results to differ materially from the results exigetor anticipated by management as expressedptiedrby the forward-looking statements
made in the 2008 Annual Report and in this report.

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

During the quarter ended March 31, 2009, PG&E Ceatpan made equity contributions totaling $528 raillto the Utility in order to
maintain the 52% common equity target authorizethbyCPUC and to ensure that the Utility has adeqeapital to fund its capital
expenditures.

During the quarter ended March 31, 2009, PG&E Cratpan issued 1,855,865 shares of common stoclcaheersion price of $15.(
per share in an unregistered offering upon conearsf $28 million principal amount of PG&E Corpadmat 9.50% Convertible Subordinated
Notes originally issued in an unregistered offeiim@002.

Issuer Purchases of Equity Securiti¢
PG&E Corporation common stock:
Total Approximate
Number of Dollar Value

Shares of Shares
Purchased that May Yet

as Part of be

Total Publicly Purchased

Number Average Announcec Under the

of Shares  Price Per  Plans or Plans or

Period Purchasec Share Programs  Programs
January 1 through January 31, 2( 36,67  38.81 - $ -
February 1 through February 28, 2( - - - -
March 1 through March 31, 2009 - - - -
Total 36,67: $ 38.81 -$ -

® shares tendered to satisfy tax withholding oblmatiarising upon the vesting of PG&E Corporaticstrieted stock.

During the first quarter of 2009, the Utility didnredeem or repurchase any shares of its variniesssof preferred stock outstanding.
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ITEM 5. OTHER INFORMATION
Ratio of Earnings to Fixed Charges and Ratio of Earings to Combined Fixed Charges and Preferred StocRividends

The Utility’s earningso fixed charges ratio for the three months endeddk 31, 2009 was 2.71. The Utilisy¢arnings to combine
fixed charges and preferred stock dividends ratidtie three months ended March 31, 2009 was 2I6&. statement of the foregoing ratios,
together with the statements of the computatiohefforegoing ratios filed as Exhibits 12.1 and?1l2ereto, are included herein for the purpose
of incorporating such information and Exhibits i@ Utility’s Registration Statement Nos. 33-6248®1 333149361 relating to various ser
of the Utility’s first preferred stock and its seninotes, respectively.

PG&E Corporation’s earnings to fixeharges ratio for the three months ended Mar¢l2@19 was 2.60 . The statement of the
foregoing ratio, together with the statement of¢bmputation of the foregoing ratio filed as Exhiti2.3 hereto, is included herein for the
purpose of incorporating such information and Eithitio PG&E Corporation’s Registration Statemert [833-149360 relating to its senior
notes.
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ITEM 6. EXHIBITS

Bylaws of PG&E Corporation amended as of JanuaB009 (incorporated by reference to PG&E Corporesié-orm 10-K for
the year ended December 31, 2008 (File I-12609), Exhibit 3.3

Bylaws of Pacific Gas and Electric Company ameretedf January 1, 2009 (incorporated by referenétatific Gas and
Electric Compan’'s Form 1K for the year ended December 31, 2008 (File M-12609), Exhibit 3.5

Sixth Supplemental Indenture, dated as of Marc069 relating to the issuance of $550,000,000 aggesprincipal amount of

Pacific Gas and Electric Company’s 6.25% SenioreNate March 1, 2039 (incorporated by referenétatific Gas and
Electric Company’s Current Report on Form 8-K datatch 6, 2009 (File No. 1-2348), Exhibit 4.1)

First Supplemental Indenture, dated as of Marcl20R9 relating to the issuance of $350,000,000exgrde principal amount
PG&E Corporation’s 5.75% Senior Notes due ApritQ@14 (incorporated by reference to PG&E Corporai@urrent Report
on Form 8-K dated March 10, 2009 (File No. 1-126@Xhibit 4.1)

Restricted Stock Unit Agreement between Peter AbBaand PG&E Corporation dated January 2, 20@@i(orated b
reference to PG&E Corporati's Form 1-K for the year ended December 31, 2008 (File M12609), Exhibit 10.12

Form of Restricted Stock Unit Agreement for 2008rds under the PG&E Corporation 2006 L-Term Incentive Pla
Form of Performance Share Agreement for 2009 gramder the PG&E Corporation 2006 L«-Term Incentive Pla
Computation of Earnings Per Common St

Computation of Ratios of Earnings to Fixed Charfge$acific Gas and Electric Compa

Computation of Ratios of Earnings to Combined Figgrarges and Preferred Stock Dividends for PaGifis and Electri
Company

Computation of Ratios of Earnings to Fixed Charfge$?G&E Corporatior

Certifications of the Chief Executive Officer artetChief Financial Officer of PG&E Corporation réga by Section 302 ¢
the Sarban«Oxley Act of 2002

Certifications of the Chief Executive Officer arrebtChief Financial Officer of Pacific Gas and Etec€ompany required b
Section 302 of the Sarbai-Oxley Act of 200z

Certifications of the Chief Executive Officer artetChief Financial Officer of PG&E Corporation réga by Section 906 ¢
the Sarban«Oxley Act of 2002

Certifications of the Chief Executive Officer arrebtChief Financial Officer of Pacific Gas and Etec€ompany required b
Section 906 of the Sarbal-Oxley Act of 2002

* Management contract or compensatory agreel
**Pursuant to Item 601(b) (32) of SEC Regulatic-K, these Exhibits are furnished rather than fildéthuwhis report.
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SIGNATURES

Pursuant to the requirements ofSbeurities Exchange Act of 1934, the registrantetuly caused this Quarterly Report on Form
10-Q to be signed on their behalf by the undergighereunto duly authorized.

PG&E CORPORATION

CHRISTOPHER P. JOHN
Christopher P. Johns
Senior Vice President and Chief Financial Officer
(duly authorized officer and principal financiafioér)

PACIFIC GAS AND ELECTRIC COMPANY

BARBARA L. BARCON

Barbara L. Barcon

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

Dated: May 6, 2009
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EXHIBIT INDEX

Bylaws of PG&E Corporation amended as of JanuaB009 (incorporated by reference to PG&E Corporesié-orm 10-K for
the year ended December 31, 2008 (File I-12609), Exhibit 3.3

Bylaws of Pacific Gas and Electric Company ameraedf January 1, 2009 (incorporated by referenétatific Gas and
Electric Compan’'s Form 1K for the year ended December 31, 2008 (File M-12609), Exhibit 3.5

Sixth Supplemental Indenture, dated as of Marc069 relating to the issuance of $550,000,000 aggesprincipal amount of

Pacific Gas and Electric Company’s 6.25% SenioreNate March 1, 2039 (incorporated by referenétatific Gas and
Electric Company’s Current Report on Form 8-K datatch 6, 2009 (File No. 1-2348), Exhibit 4.1)

First Supplemental Indenture, dated as of Marcl20R9 relating to the issuance of $350,000,000exgrde principal amount
PG&E Corporation’s 5.75% Senior Notes due ApritQ@14 (incorporated by reference to PG&E Corporai@urrent Report
on Form 8-K dated March 10, 2009 (File No. 1-126@Xhibit 4.1)

Restricted Stock Unit Agreement between Peter AbBaand PG&E Corporation dated January 2, 20@@i(orated b
reference to PG&E Corporati's Form 1-K for the year ended December 31, 2008 (File M12609), Exhibit 10.12

Form of Restricted Stock Unit Agreement for 2008rds under the PG&E Corporation 2006 L-Term Incentive Pla
Form of Performance Share Agreement for 2009 gramder the PG&E Corporation 2006 L«-Term Incentive Pla
Computation of Earnings Per Common St

Computation of Ratios of Earnings to Fixed Charfge$acific Gas and Electric Compa

Computation of Ratios of Earnings to Combined Figgrarges and Preferred Stock Dividends for PaGifis and Electri
Company

Computation of Ratios of Earnings to Fixed Charfge$?G&E Corporatior

Certifications of the Chief Executive Officer artetChief Financial Officer of PG&E Corporation réga by Section 302 ¢
the Sarban«Oxley Act of 2002

Certifications of the Chief Executive Officer arrebtChief Financial Officer of Pacific Gas and Etec€ompany required b
Section 302 of the Sarbai-Oxley Act of 200z

Certifications of the Chief Executive Officer artetChief Financial Officer of PG&E Corporation réga by Section 906 ¢
the Sarban«Oxley Act of 2002

Certifications of the Chief Executive Officer arrebtChief Financial Officer of Pacific Gas and Etec€ompany required b
Section 906 of the Sarbal-Oxley Act of 2002

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



Exhibit 10.2

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

RESTRICTED STOCK UNIT GRANT
PG&E CORPORATION , a California corporation, hereby grants Restdcock Units to the Recipient named below.
Restricted Stock Units have been granted undeP@®&E Corporation 2006 Long-Term Incentive Planaasended (the “LTIP”).The term
and conditions of the Restricted Stock Units arefegh in this cover sheet and in the attachedti®sd Stock Unit Agreement (t
“Agreement”).

Date of Grant: March 9, 2009

Name of Recipient

Last Four Digits of Recipient’s Social Security Noen:

Number of Restricted Stock Unil

By signing this cover sheet, you agree to all ofetlterms and conditions described in the attached
Agreement. You and PG&E Corporation agree to exexgtich further instruments and to take such further
action as may reasonably be necessary to carry that intent of the attached Agreement. You are also
acknowledging receipt of this Grant, the attachedji@ement, and a copy of the prospectus describimg t
LTIP and the Restricted Stock Units dated MarchZ009.

Recipient:

(Signature)

Attachment

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




The LTIP and Other
Agreements

Grant of Restricted Stock
Units

Vesting of Restricted Stock
Units

Dividends

Settlement

Voluntary Termination

Retirement

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

This Agreement constitutes the entire understandiatyveen you and PG&E Corporation regarding
Restricted Stock Units, subject to the terms oftfiP. Any prior agreements, commitments, or negions
are superseded. In the event of any conflict comsistency between the provisions of this Agredraad th
LTIP, the LTIP shall govern. Capitalized termsttlaae not defined in this Agreement are definedhie
LTIP. In the event of any conflict between the \psns of this Agreement and the PG&E Corpore
Officer Severance Policy, this Agreement shall govd-or purposes of this Agreement, employment
PG&E Corporation shall mean employment with any nenof the Participating Company Group.

PG&E Corporation grants you the number of RestlicRBtock Units shown on the cover sheet of
Agreement. The Restricted Stock Units are subjedhe terms and conditions of this Agreement dre
LTIP.

As long as you remain employed with PG&E Corporati®0 percent of the total number of Restrictecck
Units originally subject to this Agreement, as shoabove on the cover sheet, will vest on the fitsdines
day of March of each of the first, second and thyjiedrs following the Date of Grant, and the addaio4(
percent of the total number of shares of RestriG@eatk Units will vest on the on the first business o
March of the fourth year following the Date of Grdollectively, the “Normal Vesting Schedule"The
amounts payable upon each vesting date are heedigndited separate payments for purposes of Caries
409A. Except as described below, all RestrictextiStUnits subject to this Agreement which have veste(
upon termination of your employment shall then btomatically cancelled. As set forth below, the tRetec
Stock Units may vest earlier upon the occurrenceeaiain events.

Restricted Stock Units will accrue Dividend Equesats in the event cash dividends are paid witheetsfu
PG&E Corporation common stock having a record geir to the date on which the Restricted Stockt¢
are settled. Such Dividend Equivalents will bevanted into cash and paid, if at all, upon settletrad the
underlying Restricted Stock Units.

Vested Restricted Stock Units will be settled inexqual number of shares of PG&E Corporation corr
stock. PG&E Corporation shall issue such sharepas as practicable after the Restricted StocksUrst il
accordance with the Normal Vesting Schedule (batlater than sixty (60) days after the applicabdsting
date); provided, however, that such issuance siiahrlier, be made with respect to all of youtstanding
vested Restricted Stock Units (after giving efféatthe vesting provisions described below) as sag
practicable after (but not later than sixty (60yslafter) the earliest to occur of your (1) Distpi(as define
under Code Section 409A), (2) death or (3) “sejpamatrom service,"within the meaning of Code Sect
409A within 2 years following a Change in Control.

In the event of your voluntary termination (othkan Retirement), all unvested Restricted Stockdnitl be
cancelled on the date of termination and any aasatiDividend Equivalents that have not yet beeatverdec
shall be forfeited on the date of termination.

In the event of your Retirement, unvested Restti@®ck Units will continue to vest and be setpedsuant t
the Normal Vesting Schedule (without regard to bguirement that you be employed), subject to Hréies
settlement provisions of this Agreement; provideawever that in the event of your Retirement withipear
following a Change in Control, all of your Restddt Stock Units shall vest and be settled as so
practicable after (but not later than sixty (60yslafter) the date of such event. Your voluntamnntnation o
employment will be considered to be a Retiremenybifi are both age 55 or older on the date of teatidr
and if you were employed by PG&E Corporation forledst five consecutive years ending on the ds
termination of your employment.



Termination for Cause

Termination other than for
Cause

Death/Disability

Termination Due to
Disposition of Subsidiary

Change in Control

Termination In Connection
with a Change in Control

If your employment with PG&E Corporation is termied at any time by PG&E Corporation for cause
unvested Restricted Stock Units will be cancelledtbe date of termination. In general, terminatfor
“cause” means termination of employment because of dislignascriminal offense or violation of a wc
rule, and will be determined by and in the solerion of PG&E Corporation.

If your employment with PG&E Corporation is termied by PG&E Corporation other than for cause ang
are an officer in Bands 8; any unvested Restricted Stock Units that wowadehvested during the period
the “Severance Multiplelinder the Officer Severance Policy will continuevést and be settled pursuant tc
Normal Vesting Schedule (without regard to the memjuent that you be employed), subject to the &
settlement provisions of this Agreement. In thergwof your involuntary termination other than fiause, |
you are not an officer in Band-5, any unvested Restricted Stock Units that woaldehvested within the
months following such termination had your emplonmneontinued will continue to vest and be se
pursuant to the Normal Vesting Schedule (withogtard to the requirement that you be employed),esil{
the earlier settlement provisions of this Agreemehit other unvested Restricted Stock Units wil tancelle
on the date of termination.

In the event of your death or Disability while yate employed, all of your Restricted Stock Unitalkties
and be settled as soon as practicable after (Hutater than sixty (60) days after) the date ofhsegent. |
your death or Disability occurs following the termation of your employment and your Restricted Stodlits
are then outstanding under the terms hereof, therf wour vested Restricted Stock Units plus argsRicter
Stock Units that would have otherwise vested duaing continued vesting period hereunder shall kiedea:
soon as practicable after (but not later than qi&6) days after) the date of your death or Disighil

(1) If your employment is terminated (other thamtmation for cause, your voluntary terminatiom,ymut
Retirement) by reason of a divestiture or changedntrol of a subsidiary of PG&E Corporation, wt
divestiture or change in control results in suchsgdiary no longer qualifying as a subsidiary cogtion unde
Section 424(f) of the Internal Revenue Code of 1@&6amended (the “Code®r (2) if your employment
terminated (other than termination for cause, ymluntary termination, or your Retirement) coingitievith
the sale of all or substantially all of the assdta subsidiary of PG&E Corporation, the RestricBdck Unit:
shall vest and be settled in the same manner as“fbermination other than for Cause” describedvabo

In the event of a Change in Control, the surviviogntinuing, successor, or purchasing corporationtbe
business entity or parent thereof, as the case bmafthe “Acquiror” ), may, without your consent, eitt
assume or continue PG&E Corporati®nights and obligations under this Agreement owjale a substantial
equivalent award in substitution for the Restricgdck Units subject to this Agreement.

If the Restricted Stock Units are neither assumadcontinued by the Acquiror or if the Acquiror dopo
provide a substantially equivalent award in sub8th for the Restricted Stock Units, all of younveste:
Restricted Stock Units shall automatically vest iegtiately preceding and contingent on, the Chani
Control and be settled in accordance with the Norwesting Schedule, subject to the earlier settlst
provisions of this Agreement.

If you separate from service (other than termimafr cause, your voluntary termination, or youtiRenent
in connection with a Change in Control within thraenths before the Change in Control occurs oriwitivo
years following the Change in Control, all of yautstanding Restricted Stock Units (to the exteaytdid nc
previously vest upon, for example, failure of thegMiror to assume or continue this Award) <
automatically vest on the date of the Change int@bor the date of such separation, whicheveatisrl In th
event of such a separation in connection with angaan Control within two years following the Chaniy
Control, your Restricted Stock Units will be sdltlas soon as practicable after (but not later iaty (60
days after) the date of such separation. In trentwef such a separation in connection with a Chain
Control within three months before the Change imt@1 occurs, your Restricted Stock Units will ketked ir
accordance with the Normal Vesting Schedule (with@agard to the requirement that you be emplc
subject to the earlier settlement provisions of thijreement.

PG&E Corporation shall have the sole discretiomiébermine whether termination of your employment
made in connection with a Change in Control.



Delay

Withholding Taxes

Leaves of Absence

Voting and Other Rights

No Retention Rights

Applicable Law

PG&E Corporation shall delay the issuance of amgresh of common stock to the extent it is necessa
comply with Section 409A(a)(2)(B)(i) of the Codeslating to payments made to certain “key employexds”
certain publiclytraded companies); in such event, any shares ofmmmnstock to which you would otherw
be entitled during the six (6) month period follogithe date of your “separation from servicsitder Sectio
409A (or shorter period ending on the date of ydemth following such separation) will instead bsued ol
the first business day following the expiratiorttoé applicable delay period.

Prior to any event in connection with the Restdctetock Units (e.g., vesting) that PG&E Corpore
determines may result in any tax withholding oliga, whether United States federal, state, local non-
U.S., including any social insurance, employmenrt pyment on account , or other teetated obligation (tt
“Tax Withholding Obligation”),you must arrange for the satisfaction of the amadrguch Tax Withholdin
Obligation in a manner acceptable to PG&E Corporati

PG&E Corporation may, at its discretion, provideuywith one or more of the following methods to sty
your Tax Withholding Obligatior

e Sell shares of PG&E Corporation common stock iskusp you and use the sales proceeds to pay the
amount due. (PG&E Corporation may be able to agsistin selling your shares through a broker so
that you can use the sales proceeds to satisfycapf# taxes.)

e Pay the amount due by cash or check.

e Instruct PG&E Corporation to withhold from theases of PG&E Corporation common stock issuable
to you a number of whole shares of Stock havingiaMarket Value, as determined by PG&E
Corporation, equal to all or any part of the amalue, up to the amount of your Tax Withholding
Obligation calculated using the applicable minimstatutory withholding rates. If the withheld skare
were not sufficient to satisfy your minimum Tax Whblding Obligation you would be required to pz¢
as soon as practicable, including through additipagroll withholding, any amount of the Tax
Withholding Obligation that is not satisfied by th@hholding of shares described above .

For purposes of this Agreement, if you are on apraped leave of absence from PG&E Corporation,
recipient of PG&E Corporation sponsored disabillignefits, you will continue to be considered
employed. If you do not return to active employmapon the expiration of your leave of absenceha
expiration of your PG&E Corporation sponsored diligthenefits, you will be considered to have vatarily
terminated your employment. See above under “MalynTermination.”

Notwithstanding the foregoing, if the leave of alee exceeds six (6) months, and a return to senpoe
expiration of such leave is not guaranteed by s#atw contract, then you shall be deemed to hawee
“separation from servicefor purposes of any Restricted Stock Units that settled hereunder upon si
separation. To the extent an authorized leavésérace is due to a medically determinable physicatenta
impairment that can be expected to result in deatio last for a continuous period of at least(§x month:
and such impairment causes you to be unable t@nerthe duties of your position of employment oy
substantially similar position of employment, tlive (§) month period in the prior sentence shaltlenty-nine
(29) months.

PG&E Corporation reserves the right to determindciviheaves of absence will be considered as coinij
employment and when your employment terminateaffggurposes under this Agreement.

You shall not have voting rights with respect te Restricted Stock Units until the date the undeglyshare
are issued (as evidenced by appropriate entry @babks of PG&E Corporation or its duly authorizezhsfe
agent).

This Agreement is not an employment agreement aras$ ot give you the right to be retained by P¢
Corporation. Except as otherwise provided in apliegble employment agreement, PG&E Corpor

reserves the right to terminate your employmemngttime and for any reason.

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









Exhibit 10.3

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

PERFORMANCE SHARE GRANT

PG&E CORPORATION , a California corporation, hereby grants PerforogaBhares to the Recipient named below.
Performance Shares have been granted under the RX&&ioration 2006 Long-Term Incentive Plan, as atedr(the “LTIP”"). The terms ar
conditions of the Performance Shares are set fiotthis cover sheet and the attached PerformanaseSkgreement (the “Agreement”).

Date of Grant: March 9, 2009

Name of Recipient

Last Four Digits of Recipient’s Social Security Noen:

Number of Performance Shart

By signing this cover sheet, you agree to all ofetherms and conditions described in the attached
Agreement. You and PG&E Corporation agree to exerisuch further instruments and to take such
further action as may reasonably be necessary torga@ut the intent of the attached Agreement. Yate
also acknowledging receipt of this Grant, the attesxl Agreement, and a copy of the prospectus degugib
the LTIP and the Performance Shares dated March2D09.

Recipient:

(Signature)

Attachment

Please sign and return to PG&E Corporation, Humars8urces,
One Market, Spear Tower, Suite 400, San FranciSetifornia 94105




The LTIP and Other
Agreements

Grant of
Performance Shares

Vesting of Performance
Shares

Payment of Performance
Shares

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

This Agreement constitutes the entire understandinagveen you and PG&E Corporation regarding
Performance Shares, subject to the terms of th® L Rny prior agreements, commitments or negotiatiar:
superseded. In the event of any conflict or ingsieacy between the provisions of this Agreemertd Hre
LTIP, the LTIP shall govern. Capitalized termstthee not defined in this Agreement are definethan LTIP
In the event of any conflict between the provisi@isthis Agreement and the PG&E Corporation Off
Severance Policy, this Agreement shall govern.

For purposes of this Agreement, employment with BGBorporation shall mean employment with any mel
of the Participating Company Group.

PG&E Corporation grants you the number of PerforrearShares shown on the cover sheet of
Agreement. The Performance Shares are subjelo¢tiztms and conditions of this Agreement and AL

As long as you remain employed with PG&E Corporatihe Performance Shares will vest on the firstes
day of March (the “Vesting Date”df the third year following the date of grant sfieci in the cove
sheet. Except as described below, all Perform&heges subject to this Agreement that have noesgedtall b
forfeited upon termination of your employment.

Upon the Vesting Date, PG&E Corporatisribtal shareholder return (TSR) will be comparethe TSR of th
twelve other companies in PG&E Corporation’s corapar group1 for the prior three calendar years |
“Performance Period”). Subject to rounding consitiens, there will be no payout for TSR below o™
percentile of the comparator group; TSR at the”‘a&rcentile will result in a 25% payout of Perforroe
Shares; TSR at the 7'5percentile will result in a 100% payout of Performa Shares; and TSR in the top t
will result in a 200% payout of Performance Shar€lse following table sets forth the payout pereges fo
the various TSR rankings that could be achieved:

Numeabof Companies in
Total (Including®&E Corporation) - 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 payment will equal the product of the numbervebted Performance Shares, the applicable p
percentage, and the average closing price of & siid?G&E Corporation common stock for the lastaenda
days of the year preceding the Vesting Date asrregpan the New York Stock Exchange. Paymentanyf
will be made as soon as practicable following tteedthat the Compensation Committee of the P
Corporation Board of Directors certifies the TSRgeatile rank over the Performance Period purste
Section 10.5(a) of the LTIP, but in any event witkixty (60) days of the Vesting Date.

! The identities of the companies currently compgsihe comparator group are included in the prospecPG&E Corporation reserves



right to change the companies comprising the coatpagroup at any time.

Dividends

Voluntary Termination

Termination for Cause

Termination other than for
Cause

Retirement

Death/Disability

Termination Due to
Disposition of Subsidiary

Each time that PG&E Corporation declares a dividendts shares of common stock, an amount equtile
dividend multiplied by the number of Performance®s granted to you by this Agreement shall beuactor
your behalf. If you receive a Performance Shangopiin accordance with the preceding paragraphha
same time you also shall receive a cash paymert éguhe amount of any dividends accrued with eesix
your Performance Shares over the Performance Penidltiplied by the same payout percentage ust
determine the amount of the Performance Share payou

If you terminate your employment with PG&E Corpdoatvoluntarily before the Vesting Date (other tHar
Retirement), all of the Performance Shares shalcémcelled as of the date of such termination amy
dividends accrued with respect to your PerformeBttares shall be forfeited.

If your employment with PG&E Corporation is termied at any time by PG&E Corporation for cause kr
the Vesting Date, all of the Performance Sharefl bleacancelled as of the date of such terminatind an
dividends accrued with respect to your PerformaSbares shall be forfeited. In general, terminatior
“cause”means termination of employment because of dishpnasriminal offense or violation of a work rt
and will be determined by and in the sole discretdPG&E Corporation.

If your employment with PG&E Corporation is termied by PG&E Corporation other than for cause befioe
Vesting Date, your unvested Performance Shares/estt proportionally based on the number of moudtiring
the Performance Period that you were employed (fedndown) divided by the number of months in
Performance Period (36 months). All other outstapdPerformance Shares (and any associated a
dividends) shall automatically be cancelled uponhstermination. Your vested Performance Sharek v
payable, if at all, as soon as practicable after flesting Date based on the same formula applieactioe
employees and in any event within sixty (60) dafythe Vesting Date. At that time you also shatlaiee a cas
payment, if any, equal to the amount of dividendsraed over the Performance Period with respegtoto
vested Performance Shares multiplied by the sameupgercentage used to determine the amount,yif @i
the Performance Share payout.

If you retire before the Vesting Date, your outsliag Performance Shares will continue to vest asigh you
employment had continued and will be payable, dlhtas soon as practicable following the Vestiage and i
any event within sixty (60) days of the Vesting ®afAt the same time you also shall also receiveast
payment, if any, equal to the amount of dividendsraed over the Performance Period with respegtoto
Performance Shares multiplied by the same payorgeptage used to determine the amount, if anyhe
Performance Share payout. You will be considecetidve retired if you are age 55 or older on the a
termination and if you were employed by PG&E Cogtimn for at least five consecutive years endinglae
date of termination of your employment.

If your employment terminates due to your deatldieability before the Vesting Date, all of your féemanct
Shares shall immediately vest and will be payaiblat all, as soon as practicable after the Vesbrage and i
any event within sixty (60) days of the Vesting ®aased on the same formula applied to active grapto A
that same time you also shall receive a cash palynifiemy, equal to the amount of dividends accroedr the
Performance Period with respect to your Performa&ttares multiplied by the same payout percentage
determine the amount, if any, of the Performancar&payout.

(1) If your employment is terminated (other tham fmuse or your voluntary termination) by reasona
divestiture or change in control of a subsidiaryP®&E Corporation, which divestiture or change antrol
results in such subsidiary no longer qualifyingaasubsidiary corporation under Section 424(f) & lihterna
Revenue Code of 1986, as amended, or (2) if yoyl®ment is terminated (other than for cause orr
voluntary termination) coincident with the saleadff or substantially all of the assets of a sulasidiof PG&E
Corporation, all Performance Shares shall vest gitagmally based on the number of months during
Performance Period that you were employed (roundedn) divided by the number of months in
Performance Period (36 months). All other outstegdPerformance Shares (and any associated a
dividends) shall automatically be cancelled uponhstermination. Your vested Performance Sharek lwe
payable, if at all, as soon as practicable after\flesting Date and in any event within sixty (6@ysl of th



Change in Control

Vesting Date, based on the same formula appliettive employees. At that same time you also ska#live
cash payment, if any, equal to the amount of divitdeaccrued over the Performance Period with reéspgoul
vested Performance Shares multiplied by the sampeupgercentage used to determine the amountyif @
the Performance Share payout.

In the event of a Change in Control, the surviviogntinuing, successor, or purchasing corporationtbe
business entity or parent thereof, as the case lmafthe “Acquiror” ), may, without your consent, eitt
assume or continue PG&E Corporati®mights and obligations under this Agreement ovjge a substantial
equivalent award in substitution for the Perfornehares subject to this Agreement. If the Acquassume
or continues PG&E Corporatios’rights and obligations under this Agreement disstutes a substantia
equivalent award, TSR shall be calculated by agyheg (a) the TSR of PG&E Corporation for the pdrfoom
January 1 of the year of grant to the date of thar@e in Control, and (b) the TSR of the Acquironf the dat
of the Change in Control to the last calendar dath@ year preceding the Vesting Date. The papeutentac
reflected in the table set forth above for the bighpercentile TSR performance met or exceeded
calculated on that basis, and considering any adgrss to the comparator group, will be used termheine th:
amount of the payout, if any, upon settlement efdssumed, continued or substituted award, whittleiseen
shall occur as soon as practicable after the igddiate and in any event within sixty (60) dayslof ¥estin
Date. At that time you also shall receive a camympent, if any, equal to the amount of dividendsraed witt
respect to your Performance Shares over the PeaftmenPeriod multiplied by the same payout percentzg:
to determine the amount, if any, of the Performadleare payout.

If the Change in Control of PG&E Corporation occbefore the original Vesting Date, and if this Adids
neither assumed nor continued by the Acquiror ahé Acquiror does not provide a substantially eglen
award in substitution for the Performance Sharégestito this Agreement, all of your outstandingf&enanct
Shares shall automatically vest and become noritfale on the date of the Change in Control. Sueste:
Performance Shares will become payable, if aballsoon as practicable following the original fegtDate an
in any event within sixty (60) days of the origindsting Date. The payment, if any, will be basedPG&E
Corporations TSR for the period from January 1 of the yeagnt to the date of the Change in Cot
compared to the TSR of the other companies in PG&dfporation’s comparator grouf) for the sam
period. The payment will be calculated by multipty the number of vested Performance Shares bpdfieu
percentage. The resulting number of Performan@eShwill be multiplied by the average closing eraf ¢
share of PG&E

Corporation common stock for the last 30 calen@gscpreceding the Change in Control as reporteti@iNev
York Stock Exchange. At the same time you alsdl shaeive a cash payment, if any, equal to the amo!
dividends accrued with respect to your PerformaBleares to the date of the Change in Control midtipby
the same payout percentage used to determine thieranif any, of the Performance Share payout.

2 The identities of the companies currently compgsihe comparator group are included in the prospecPG&E Corporation reserves
right to change the companies comprising the coatpagroup at any time.

Termination In
Connection with a Change
in Control

Withholding Taxes

If your employment is terminated in connection watiChange in Control within three months beforeGhang
in Control occurs or within two years following tlighange in Control, all of your outstanding Perfancx
Shares (to the extent they did not previously ugsin failure of the Acquiror to assume or contithis Award
shall automatically vest and become nonforfeitairidhe date of termination of your employment. Yoeste!
Performance Shares will be payable, if at all, @nsas practicable following the original Vestingt® and i
any event within sixty (60) days of the Vesting ®aind will be based on the same formula applieglctive
employees. You shall also at that time receivash @ayment, if any, equal to the amount of divitdeaccrue
over the Performance Period with respect to yowted: Performance Shares multiplied by the sameuyt
percentage used to determine the amount, if amtheolPerformance Share payout.

PG&E Corporation shall have the sole discretiordébermine whether termination of your employmengt
made in connection with a Change in Control.

PG&E Corporation will withhold amounts necessarysatisfy applicable taxes from the payment to bela
with respect to your Performance Shares. Younedkive the remaining proceeds in cash.



Leaves of Absence For purposes of this Agreement, if you are on apr@aged leave of absence from PG&E Corporation,
recipient of PG&E Corporation sponsored disabitignefits, you will continue to be considered as leygd. |
you do not return to active employment upon theiraxipn of your leave of absence or the expiratiéryout
PG&E Corporation sponsored disability benefits, yoill be considered to have voluntarily terminatgabi
employment. See above under “Voluntary Termination

PG&E Corporation reserves the right to determinéctvleaves of absence will be considered as cointj
employment and when your employment terminatesltiqyurposes under this Agreement.

No Retention Rights This Agreement is not an employment agreement ave ahot give you the right to be retained by P¢
Corporation. Except as otherwise provided in ampliegble employment agreement, PG&E Corpor:

reserves the right to terminate your employmemngttime 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, yayree to all of the terms and conditions describdabae and in the LTIP.



EXHIBIT 11
PG&E CORPORATION

COMPUTATION OF EARNINGS PER COMMON SHARE

(in millions, except per share amounts

Income Available for Common Shareholders

Less: distributed earnings to common shareholders
Undistributed earnings

Common shareholders earning:

Basic

Distributed earnings to common shareholc
Undistributed earnings allocated to common shadsrs|

Total common shareholders earnings, basi
Diluted

Distributed earnings to common shareholc
Undistributed earnings allocated to common shadshe

Total common shareholders earnings, dilutet

Weighted average common shares outstanding, bas

9.50% Convertible Subordinated Notes

Weighted average common shares outstanding andipating securities, bas
Weighted average common shares outstanding,

Employee share-based compensation

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, bas

Total

Net earnings per common share, dilutes

Distributed earnings, dilute
Undistributed earnings, diluted

Total

Three Months Ended

March 31,

2009 2008
241 $ 224
154 139

87 $ 85
154 $ 13¢
83 81
237 $ 22C
154 % 13¢
83 81
237 $ 22C
364 35¢E
17 19
381 374
364 35¢E

2 1
36¢€ 35¢€
17 19
383 375
04z $ 0.3¢
0.23 0.23
0.6t $ 0.62
04: $ 0.3¢
0.23 0.23
065 $ 0.62

@ pistributed earnings, basic may differ from actpat share amounts paid as dividends, as the EPButation under GAAP requires the use of the weigjlateerage, rather

than the actual number of, shares outstanc



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
2009 2008 2007 2006 2005 2004
Earnings:
Net income $ 23¢ % 1,19¢ $ 1,02¢ $ 98t $ 934 $ 3,98:
Adjustments for minority interest in
losses of less than 100% owned
affiliates and the Company's equity ir
undistributed income (losses) of less
than 50% owned affiliate - - - - - -
Income taxes provisio 131 48¢ 571 60z 574 2,561
Net fixed charge 21€ 772 88¢ 801 58¢ 671
Total Earnings $ 58¢ $ 2,45¢ $ 2,48: $ 2,38t $ 2,097 $ 7,214
Fixed Charges:
Interest on sha-term borrowings an
long-term debt, ne $ 19¢ $ 794 % 834 $ 77C % 572 $ 682

Interest on capital leas 5 22 23 11 1 1
AFUDC debt 12 (44) 32 2C 15 (12
Earnings required to cover the prefer
stock dividend and preferred security
distribution requirements of majority
owned trus - - - - - -
Total Fixed Charges $ 21€ $ 772 $ 88¢ $ 801 $ 58¢ $ 671
Ratios of Earnings to
Fixed Charges 2.71 3.1¢ 2.7¢ 2.9¢ 3.5¢€ 10.7¢
Note:

For the purpose of computing Pacific Gas and Be€@ompany’s ratios of earnings to fixed chargesrhings” represent net income adjusted
for the minority interest in losses of less tha@%owned affiliates, equity in undistributed incoordosses of less than 50% owned affiliates,
income taxes and fixed charges (excluding capédlinterest). “Fixed charges” include interestang-term debt and short-term borrowings
(including a representative portion of rental exg@namortization of bond premium, discount ance@sp, interest on capital leases, AFUDC
debt, and earnings required to cover the prefesteck dividends. Fixed charges exclude interegagriiabilities in accordance with FASB
Interpretation No. 48 (Accounting for Uncertaintylncome Taxes).



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

Three Month

Ended
March 31, Year Ended December 31
2009 2008 2007 2006 2005 2004

Earnings:
Net income $ 23¢ % 1,19¢ $ 1,02¢ $ 98t $ 934 $ 3,98
Adjustments for minority interest in

losses of less than 100% owned

affiliates and the Company's equity

undistributed income (losses) of les

than 50% owned affiliate - - - - - -
Income taxes provisio 131 48¢ 571 602 574 2,561
Net fixed charge 21€ 772 88¢ 801 58¢ 671
Total Earnings $ 58¢ $ 2,45¢ $ 2,48: $ 2,38t $ 2,097 $ 7,214
Fixed Charges:

Interest on short-term borrowings

and lon¢-term debt, ne $ 19¢ $ 794 % 834 $ 77C % 572 % 682
Interest on capital leas 5 22 23 11 1 1
AFUDC debt 12 (44) 32 2C 15 (12)
Earnings required to cover the prefer

stock dividend and preferred secur

distribution requirements of majorit

owned trust - - - - -
Total Fixed Charges $ 21€ $ 772 $ 88¢ $ 801 $ 58¢ $ 671
Preferred Stock Dividends:
Tax deductible dividend 2 9 9 12 12 9
Pre-tax earnings required to cov
non-tax deductible preferred stock
dividend requirements 2 7 8 3 13 34
Total Preferred Stock Dividends 4 16 17 15 25 43
Total Combined Fixed Charges
and Preferred Stock Dividends $ 22C $ 78¢ $ 90€ $ 81€ $ 614 $ 714
Ratios of Earnings to

Combined Fixed Charges and
Preferred Stock Dividends 2.6€ 3.12 2.74 2.9¢ 3.4z 10.1¢(

Note:

For the purpose of computing Pacific Gas and Ete€ompany's ratios of earnings to combined fixkdrges and preferred stock dividends, "earnings"
represent net income adjusted for the minorityrggein losses of less than 100% owned affilia¢gsity in undistributed income or losses of lesmtb0%
owned affiliates, income taxes and fixed chargesl@eling capitalized interest). "Fixed charge<linle interest on long-term debt and short-ternmdwings
(including a representative portion of rental exg@namortization of bond premium, discount andceasp, interest on capital leases, AFUDC debt, and
earnings required to cover preferred stock dividetEreferred stock dividends" represent tax debliectlividends and pre-tax earnings that are reguio pay
the dividends on the outstanding series of prefiesteck. Fixed charges exclude interest on tdiliies in accordance with FASB Interpretation M@&.
(Accounting for Uncertainty in Income Taxes).



EXHIBIT 12.3
PG&E CORPORATION
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Three

Months

Ended

March 31, Year Ended December 31
2009 2008 2007 2006 2005 2004
Earnings:
Net income $ 244 $ 1,33¢ $ 1,00¢ $ 991 $ 917 $ 4,50¢
Adjustments for minority interest in
losses of less than 100% owned
affiliates and the Company's equity ir
undistributed income (losses) of less
than 50% owned affiliate - - - - - -
Income taxes provisio 11F 42F 53¢ 554 544 2,46¢
Net fixed charge 22E 803 92C 83C 61¢ 80z
Total Earnings $ 584 $ 2,56 $ 2,468 $ 237t $ 2,080 $ 7,77
Fixed Charges:
Interest on sha-term borrowings an
long-term debt, ne $ 20¢ % 82t % 86 $ 79¢ % 60z $ 81z

Interest on capital leas 5 22 23 11 1 1
AFUDC debt 12 (44) 32 2C 15 (12)
Earnings required to cover the prefer
stock dividend and preferred security
distribution requirements of majority
owned trust - - - - - -
Total Fixed Charges $ 22t $ 80 $ 92C $ 83C $ 61¢ $ 802
Ratios of Earnings to
Fixed Charges 2.6C 3.2C 2.6¢ 2.8¢€ 3.3¢€ 9.6¢
Note:

For the purpose of computing PG&E Corporation’sosabf earnings to fixed charges, “earningsfiresent net income adjusted for the minc
interest in losses of less than 100% owned a#ifiaéquity in undistributed income or losses of lsn 50% owned affiliates, income taxes
fixed charges (excluding capitalized interest)ix&@ charges” include interest on long-term delat stmort-term borrowings (including a
representative portion of rental expense), amditinaof bond premium, discount and expense, interesapital leases, AFUDC debt, and
earnings required to cover the preferred stocldenis. Fixed charges exclude interest on tax iiesilin accordance with FASB Interpretation
No. 48 (Accounting for Uncertainty in Income Taxe



Exhibit 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE3a-14(a)

I, Peter A. Darbee, certify that:
1. | have reviewed this Quarterly Report on Form 1@£the quarter ended March 31, 2009 of PG&E Caation;

2. Based on my knowledge, this report does not corgaynuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateitnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and proceduresaonsed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u:
others within those entities, particularly durifg tperiod in which this report is being prepared;

b. Designed such internal control over financial reipgr, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealepted accounting principles;

c. Evaluated the effectiveness of the registrant'slalisire controls and procedures and presentedsinghort our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during the registragtmos
recent fiscal quarter (the registranfourth quarter in the case of an annual repbet) has materially affected, or is reasonably Yike
materially affect, the registrant’s internal comtwger financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamterhal control over financial reportit
to the registrant's auditors and the audit committieregistrant's board of directors (or persomfop@ing the equivalent functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

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

Date: May 6, 2009 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)

[, Christopher P. Johns, certify that:
1. | have reviewed this Quarterly Report on Form 1fthe quarter ended March 31, 2009 of PG&E Cafpon;

2. Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedunregaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to ut
others within those entities, particularly duritg fperiod in which this report is being prepal

b. Designed such internal control over financial réipgr, or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneeadfepted accounting principle

c. Evaluated the effectiveness of the registrant'slalsire controls and procedures and presentedsimethort our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during the registrastmos
recent fiscal quarter (the registranfourth quarter in the case of an annual repbet) has materially affected, or is reasonably Yike
materially affect, the registre’s internal control over financial reporting; &

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamterhal control over financial reportir
to the registrant's auditors and the audit committeregistrant's board of directors (or persorfopming the equivalent functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's inter
control over financial reporting.

Date: May 6, 2009 CHRISTOPHER P. JOHNS

Christopher P. Johns
Senior Vice President, Chief Financial Officer




Exhibit 31.2
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECURITIES AND EXCHANGE COMMISSION RULE3a-14(a)

I, Peter A. Darbee, certify that:
1. | have reviewed this Quarterly Report on Form 1@£the quarter ended March 31, 2009 of Pacific &b Electric Company;

2. Based on my knowledge, this report does not corgaynuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateitnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and proceduresaonsed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u:
others within those entities, particularly durifg tperiod in which this report is being prepared;

b. Designed such internal control over financial reipgr, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealepted accounting principles;

c. Evaluated the effectiveness of the registrant'slalisire controls and procedures and presentedsinghort our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during the registragtmos
recent fiscal quarter (the registranfourth quarter in the case of an annual repbet) has materially affected, or is reasonably Yike
materially affect, the registrant’s internal comtwger financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamterhal control over financial reportit
to the registrant's auditors and the audit committieregistrant's board of directors (or persomfop@ing the equivalent functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refieaincial information; and

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

Date: May 6, 2009 PETER A. DARBEE

Peter A. Darbee
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, 2009 of Pacific &b Electric Company;

2. Based on my knowledge, this report does not corgaynuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateitnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and proceduregaonsed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u
others within those entities, particularly duritg tperiod in which this report is being prepared;

b. Designed such internal control over financial reipgy, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and tipgeparation of financial stateme
for external purposes in accordance with geneealepted accounting principles;

c. Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during the registragtmos
recent fiscal quarter (the registranfourth quarter in the case of an annual repbet) has materially affected, or is reasonably Yike
materially affect, the registrant’s internal comtwger financial reporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamterhal control over financial reportit
to the registrant's auditors and the audit committieregistrant's board of directors (or persomfop@ing the equivalent functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refimaincial information; and

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

Date: May 6, 2009 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, 2009
(“Form 10-Q"), |, Peter A. Darbee, Chairman, CHiedecutive Officer, and President of PG&E Corponatioereby certify pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Segiérof 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
Exchange Act of 1934; and

(2) the information contained in the Form 10-Q fairhegents, in all material respects, the financial
condition and results of operations of PG&E Corfiora

PETER A. DARBEE

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

May 6, 2009




CERTIFICATION OF PRINCIPAL FINANCIAL 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, 2009
(“Form 10-Q"), I, Christopher P. Johns, Senior VRsident, Chief Financial Officer of PG&E Corpima, hereby certify pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Segi6rof 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
Exchange Act of 1934; and

(2) the information contained in the Form 10-Q fairhegents, in all material respects, the financial
condition and results of operations of PG&E Corfiora

CHRISTOPHER P. JOHNS

CHRISTOPHER P. JOHNS
Senior Vice President,
Chief Financial Officer

May 6, 2009



Exhibit 32.2
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the accompanying Quarterly ReparForm 10-Q of Pacific Gas and Electric Compfmthe quarter ended
March 31, 2009 (“Form 10-Q"), I, Peter A. Darbeegstdent and Chief Executive Officer of Pacific Gasl Electric Company, hereby certify
pursuant to 18 U.S.C. Section 1350, as adoptedignt$o Section 906 of the Sarbanes-Oxley Act 6220 the best of my knowledge and
belief, that:

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

(2) the information contained in the Form 10-Q fairhegents, in all material respects, the financial
condition and results of operations of Pacific @ad Electric Company.

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

May 6, 2009




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

In connection with the accompanying Quarterly ReparForm 10-Q of Pacific Gas and Electric Comp#omthe quarter ended
March 31, 2009 (“Form 10-Q”), Barbara L. Barcon, Vice President, Finance ah@fCFinancial Officer of Pacific Gas and Elect@ompany
hereby certify pursuant to 18 U.S.C. Section 1380adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, to the best of my
knowledge and belief, that:

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

2 the information contained in the Form 10-Q fairhggents, in all material respects, the financial
condition and results of operations of Pacific @ad Electric Company.

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

May 6, 2009



