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

Registrant's telephone number, including area

Indicate by check mark whether each registranbég)filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange Act 84l8uring the
preceding 12 months (or for such shorter periotttieregistrant was required to file such reppesjl (2) have been subject to such filing requénets for the past 90
days. [X]Yes [ ]No

Indicate by check mark whether the registrant n@smtted electronically and posted on its corpokélb site, if any, every Interactive Data File rieed to be
submitted and posted pursuant to Rule 405 of Ré&gnl8&-T (8§ 232.405 of this chapter) during thegeding 12 months (or for such shorter period thatregistrant was
required to submit and post such files

PG&E Corporatior [X] Yes[ ] No

Pacific Gas and Electric Compat [ 1Yes [ ]No

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

PG&E Corporation [X] Large accelerated file [ 1Accelerated File
[ ] Nor-accelerated file [ ] Smaller reporting compar

Pacific Gas and Electric Compar [ ] Large accelerated file [ ] Accelerated File
[X] Nonr-accelerated file [ 1 Smaller reporting compar

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 Compat [ 1Yes[X] No
Indicate the number of shares outstanding of e&tiedssuer's classes of common stock, as ofatiestl practicable dat
Common Stock Outstanding as of April 30, 20

PG&E Corporatior 372,345,954
Pacific Gas and Electric Compa 264,374,80¢
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PART |. FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PG&E CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
Three Months Ended
March 31,
(in millions, except per share amounts 2010 2009
Operating Revenues
Electric $ 251C $ 2,42¢
Natural gas 96& 1,00t
Total operating revenues 3,47¢ 3,431
Operating Expenses
Cost of electricity 92C 88¢
Cost of natural ga 49t 557
Operating and maintenan 991 1,05¢
Depreciation, amortization, and decommissioning 451 41¢
Total operating expense: 2,851 2,91¢
Operating Income 61¢ 513
Interest incom 2 9
Interest expens (16€) (181)
Other (expense) income, r (6) 18
Income Before Income Taxe: 44¢€ 35¢
Income tax provision 18E 11E
Net Income 261 244
Preferred dividend requirement of subsidiary 3 3
Income Available for Common Shareholder: $ 258 $ 241
Weighted Average Common Shares Outstanding, Bas 371 364
Weighted Average Common Shares Outstanding, Dilute 38¢ 36€
Net Earnings Per Common Share, Basi $ 06 $ 0.6t
Net Earnings Per Common Share, Dilutec $ 067 $ 0.6
Dividends Declared Per Common Shar: $ 0.4€ $ 0.42

See accompanying Notes to the Condensed Consaliffatancial Statement




PG&E CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
Balance At
March 31, December 31
(in millions) 2010 2009
ASSETS
Current Assets
Cash and cash equivalel $ 258 % 527
Restricted cas 62¢ 632
Accounts receivable
Customers (net of allowance for doubtful accouft$6® million in 2010 and $68 million in 200 1,52¢ 1,60¢
Accrued unbilled revent 63€ 671
Regulatory balancing accour 1,46¢ 1,10¢
Inventories:
Gas stored underground and fuel 5¢ 114
Materials and supplie 19¢ 20C
Income taxes receivah 112 127
Prepaid expenses and ot 73: 667
Total current assets 5,621 5,651
Property, Plant, and Equipment
Electric 30,91¢ 30,48:
Gas 10,82 10,697
Construction work in progre: 1,99:¢ 1,88¢
Other 14 14
Total property, plant, and equipment 43,74¢ 43,08(
Accumulated depreciation (14,377) (14,18¢)
Net property, plant, and equipment 29,37 28,89:
Other Noncurrent Assets
Regulatory asse 5,60z 5,522
Nuclear decommissioning fun 1,92¢ 1,89¢
Income taxes receivab 59¢€ 59¢€
Other 41F 37¢
Total other noncurrent assets 8,54: 8,39¢
TOTAL ASSETS $ 4354( $ 42,94¢

See accompanying Notes to the Condensed Consaliffatancial Statements.




PG&E CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions, except share amounts
LIABILITIES AND 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
Regulatory balancing accour
Other
Interest payabl
Income taxes payab
Deferred income taxe
Other
Total current liabilities
Noncurrent Liabilities
Long-term debi
Energy recovery bonc
Regulatory liabilities
Pension and other postretirement ben:
Asset retirement obligatior
Deferred income taxe
Other
Total noncurrent liabilities
Commitments and Contingencies
Equity
Shareholders Equity
Preferred stock, no par value, authorized 80,0@0sb@res, $100 par value, authorized 5,000,00@shaone issue
Common stock, no par value, authorized 800,000sb@0es, issued 371,222,918 common and 480,848 tedtshares in
2010 and issued 370,601,905 common and 670,55&tedtshares in 20C
Reinvested earnin¢
Accumulated other comprehensive Ii
Total shareholders equity
Noncontrolling Interest — Preferred Stock of Subsidiary
Total equity
TOTAL LIABILITIES AND EQUITY

See accompanying Notes to the Condensed Consaliffatancial Statement

(Unaudited)
Balance At
March 31, December 31
2010 2009

1,251 % 83¢:
84z 342
39C 38¢
882 984
772 775
31z 281
481 34¢
79t 81¢
26¢€ 214
50¢€ 332
1,281 1,501
7,78( 6,81¢
9,88: 10,38:
73C 827
4,19( 4,12°¢
1,96¢ 1,77:
1,60: 1,59:
4,65¢ 4,73
2,11( 2,11¢
25,13¢ 25,54
6,301 6,28(
4,30z 4,21¢
(240) (16C)
10,36¢ 10,33:
252 252
10,62: 10,58¢
4354( $ 42,94¢




PG&E CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net cashigeal 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 liadli
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/paya
Regulatory balancing accounts,
Other current asse
Other current liabilitie:
Other
Net cash provided by operating activities
Cash Flows from Investing Activities
Capital expenditure
Decrease in restricted ca
Proceeds from sales of nuclear decommissioningj itrusstment:
Purchases of nuclear decommissioning trust invess!
Other
Net cash used in investing activitie
Cash Flows from Financing Activities
Borrowings under revolving credit facili
Repayments under revolving credit facil
Net issuance of commercial paper, net of discotifi2anillion in 2009
Proceeds from issuance of l-term debt, net of discount and issuance ¢
of $16 million in 200¢
Long-term debt matured or repurchas
Energy recovery bonds matur
Common stock issue
Common stock dividends pa
Other
Net cash provided by financing activities
Net change in cash and cash equivaler
Cash and cash equivalents at January
Cash and cash equivalents at March 3

Three Months Ended

2009

244

46:
(29
23¢

(5)

301
16€

(11€)
20¢

(180)
32

(390)
2

89C

(1,079
11
387

(412)
:

(1,086)

30¢
(300)
96

884
(600)
(89
96
(136
(€]

24¢

52
21¢

271




Supplemental disclosures of cash flow informatiol
Cash received (paid) fc
Interest, net of amounts capitaliz $ (199 $ (290)

Income taxes, n¢ 294
Supplemental disclosures of noncash investing anth&ncing activities
Common stock dividends declared but not yet | $ 16 $ 154
Capital expenditures financed through accountsige 21t 23t
Noncash common stock issuan - 33

See accompanying Notes to the Condensed Consdaliffatancial 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 (expense) income, net
Income Before Income Taxe!

Income tax provisiol
Net Income

Preferred dividend requirement
Income Available for Common Stock

See accompanying Notes to the Condensed Consaliffatancial Statement

(Unaudited)
Three Months Ended
March 31,
2010 2009
251C $ 2,42¢
96& 1,00t
3,47¢ 3,431
92( 88:¢
49t 557
99C 1,05¢
451 41¢€
2,85¢ 2,91¢
61¢ 513
2 9
(15€) a73)
(6) 21
45¢ 37C
19t 131
264 23¢
3 3
261 % 23€




PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
Balance At
March 31, December 31
(in millions) 2010 2009
ASSETS
Current Assets
Cash and cash equivale $ 6C $ 334
Restricted cas 62¢ 63<
Accounts receivable
Customers (net of allowance for doubtful accouft$6® million in 2010 and $68 million in 200 1,52¢ 1,60¢
Accrued unbilled revent 63¢ 671
Related partie 1 1
Regulatory balancing accour 1,46¢ 1,10¢
Inventories:
Gas stored underground and fuel 5¢ 114
Materials and supplie 19¢ 20C
Income taxes receivab 121 13¢€
Prepaid expenses and other 732 662
Total current assets 5,432 5,471
Property, Plant, and Equipment
Electric 30,91¢ 30,48:
Gas 10,82¢ 10,69}
Construction work in progre: 1,99: 1,88¢
Total property, plant, and equipment 43,73¢ 43,06¢
Accumulated depreciation (14,35¢) (14,175
Net property, plant, and equipment 29,37¢ 28,89:
Other Noncurrent Assets
Regulatory asse 5,60z 5,522
Nuclear decommissioning fun 1,92¢ 1,89¢
Related parties receivat 24 25
Income taxes receivab 61C 61C
Other 32€ 291
Total other noncurrent assets 8,491 8,341
TOTAL ASSETS $ 4329¢ $ 42,70¢

See accompanying Notes to the Condensed Consaliffatancial Statements.




PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
Balance At
March 31, December 31
(in millions, except share amounts 2010 2009
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Shor-term borrowings $ 1251 $ 832
Long-term debt, classified as curre 59t 95
Energy recovery bonds, classified as cur 39C 38¢€
Accounts payable
Trade creditor: 882 984
Disputed claims and customer refur 772 7%
Related partie 24 16
Regulatory balancing accour 31z 281
Other 47¢ 347
Interest payabl 77¢ 81:
Income tax payabl 28¢ 22¢
Deferred income taxe 511 334
Other 1,07¢ 1,307
Total current liabilities 7,35¢€ 6,392
Noncurrent Liabilities
Long-term debi 9,53¢ 10,03
Energy recovery bonc 73C 827
Regulatory liabilities 4,19( 4,12¢
Pension and other postretirement ben: 1,917 1,717
Asset retirement obligatior 1,60: 1,59¢
Deferred income taxe 4,68¢ 4,764
Other 2,08( 2,07
Total noncurrent liabilities 24,73¢ 25,13
Commitments and Contingencies
Shareholders Equity
Preferred stock without mandatory redemption piionts:
Nonredeemable, 5.00% to 6.00%, outstanding 5,784%Bare: 14¢ 14&
Redeemable, 4.36% to 5.00%, outstanding 4,534 |9&i&< 11z 11z
Common stock, $5 par value, authorized 800,000sb@0des, issued 264,374,809 shares in 2010 and 1,322 1,322
Additional paic-in capital 3,07¢ 3,05¢
Reinvested earning 6,78¢€ 6,70
Accumulated other comprehensive i (234) (154)
Total shareholders equity 11,20¢ 11,18t
TOTAL LIABILITIES AND SHAREHOLDERS ' EQUITY $ 43,29¢ $ 42,70¢

See accompanying Notes to the Condensed Consaliffatancial Statements.
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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 cashkigeal 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 liadli
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/paya
Regulatory balancing accounts,
Other current asse
Other current liabilitie:
Other
Net cash provided by operating activities
Cash Flows from Investing Activities
Capital expenditure
Decrease in restricted ca
Proceeds from sales of nuclear decommissioningj iuestment:
Purchases of nuclear decommissioning trust invess!
Other
Net cash used in investing activitie
Cash Flows from Financing Activities
Borrowings under revolving credit facili
Repayments under revolving credit facil
Net issuance of commercial paper, net of discotifi2anillion in 2009
Proceeds from issuance of l-term debt, net of discount and issuance cof $12 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 financing activities
Net change in cash and cash equivaler
Cash and cash equivalents at January
Cash and cash equivalents at March 3

11

(Unaudited)
Three Months Ended
March 31,
2010 2009

264 23¢
491 45€
(28) (25)
13¢ 234
(98) (48)
114 29¢
59 16€
94 (207)
77 95
(377 (280)
35 34
(387) (386)
26 1
40¢ 777
(855) (2,079
4 11
337 387
(349) (412)
5 2
(852) (1,097)
- 30C
- (300)
41¢ 96
- 53¢
- (600)
(93 (89)
4 (3
a79) (15€)
20 52¢
8 2
17C 31¢€
(274) 2
334 52
6C 54




Supplemental disclosures of cash flow informatiol
Cash received (paid) fc
Interest, net of amounts capitaliz $ (199 $ (290)

Income taxes, n¢ 163
Supplemental disclosures of noncash investing anth&ncing activities
Capital expenditures financed through accounts e $ 21t $ 23t

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

PG&E Corporation is a holding company whose prinpauspose is to hold interests in energy-based basgs. PG&E Corporation conducts its business
principally through Pacific Gas and Electric Comp#futility”), a public utility operating in northen and central California. The Utility generatesenues mainly
through the sale and delivery of electricity antura gas to customers. The Utility is primariggulated by the California Public Utilities Comnigss (“CPUC”) and
the Federal Energy Regulatory Commission (“FERQOMe Utility’s accounts for electric and gas opienas are maintained in accordance with the Unif@ystem of
Accounts prescribed by the FERC.

This quarterly report on Form 10-Q is a combingmbreof PG&E Corporation and the Utility. Theregothe Notes to the Condensed Consolidated Firlancia
Statements apply to both PG&E Corporation and ttiéyJ PG&E Corporation’s Condensed Consolidakdancial Statements include the accounts of PG&E
Corporation, the Utility, and other wholly owneddaezontrolled subsidiaries. The Utility’'s Condenggahsolidated Financial Statements include thewadsoof the
Utility and its wholly owned and controlled subsides, as well as, the accounts of variable intenetties (“VIEs”) for which the Utility is the mary beneficiary. All
intercompany transactions have been eliminated fremCondensed Consolidated Financial Statements.

The accompanying Condensed Consolidated FinantzEtdi8ents have been prepared in accordance withger@rally accepted accounting principles
(“GAAP”) for interim financial information and incordance with the instructions to Form 10-Q anteR0-01 of Regulation S-X promulgated by the Siesrand
Exchange Commission (“SEC”) and therefore do notaia all of the information and footnotes requitBdGAAP and the SEC for annual financial statemeMG&E
Corporation’s and the Utility’s Condensed ConsdhdiaFinancial Statements reflect all adjustmerds tfenagement believes are necessary for theréseptation of
their financial condition, results of operationsdacash flows for the periods presented. The imé&tion at December 31, 2009 in both PG&E Corponétiand the
Utility's Condensed Consolidated Balance Sheetsided in this quarterly report was derived from shelited Consolidated Balance Sheets incorporatedfbrence
into their combined 2009 Annual Report on Form 1@kd on February 19, 2010. PG&E Corporation’s éime Utility’s combined 2009 Annual Report on FotfK,
together with the information incorporated by refese into such report, is referred to in this qréyrtreport as the “2009 Annual Report.”

The significant accounting policies used by PG&Epodoation and the Utility are discussed in Notesd 2 of the Notes to the Consolidated Financial
Statements in the 2009 Annual Report. Any sigaiftcchanges to those policies or new significalitigs are described in Note 2 below.

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions based on a wide range of factors,
including future regulatory decisions and econocuinditions that are difficult to predict. Sometloé more critical estimates and assumptions rédettee Utility's
regulatory assets and liabilities, environmentedediation liability, asset retirement obligatiot8R0O"), income tax-related assets and liabilitipension plan and other
postretirement plan obligations, and accrualsdgal matters. Management believes that its estsreaid assumptions reflected in the Condensed (datsal Financie
Statements are appropriate and reasonable. A ehiamganagement’s estimates or assumptions cosidt i@ an adjustment that would have a materigldot on
PG&E Corporation’s and the Utility’s financial cdtidn and results of operations during the periogvhich such change occurred.

This quarterly report should be read in conjunctigih PG&E Corporation’s and the Utility’s audité&bnsolidated Financial Statements and related notes
included in the 2009 Annual Report.

NOTE 2: NEW AND SIGNIFICANT ACCOUNTING POLICIES
Pension and Other Postretirement Benefits

PG&E Corporation and the Utility provide a non-aiimitory defined benefit pension plan for eligilglmployees and retirees (referred to collectively as
“pension benefits”), contributory postretirementdiwal plans for eligible employees and retirees tueit eligible dependents, and non-contributorgtpetirement life

insurance plans for eligible employees and reti(egferred to collectively as “other benefits”)G&E Corporation and the Utility use a December 3asurement date
for all plans.

13




The net periodic benefit costs as reflected in PGXdEporation’s Condensed Consolidated Statemeritsecofne as a component of Operating and maintenance
for the three months ended March 31, 2010 and 2@98 as follows:

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

(in millions) 2010 2009 2010 2009
Service cost for benefits earn $ 69 $ 66 $ 10 $ 8
Interest cos 161 15¢ 23 21
Expected return on plan ass (15€) (14%) (28) a7
Amortization of transition obligatio - - 6 6
Amortization of prior service co: 13 11 6 4
Amortization of unrecognized (gain) loss 11 25 1 1
Net periodic benefit cost 98 112 28 23
Less: transfer to regulatory accotht (58) (71) - -
Total $ 40 $ 41 $ 28 $ 23

(M The Utility recorded $58 million and $71 millionrfthe three month periods ended March 31, 201(®@a08, respectively, to
regulatory account as the amounts are probablecof/ery from customers in future rat

There was no material difference between PG&E Qatfun’s and the Utility’s consolidated net periothenefit costs for the three months ended March 31
2010 and 20009.

On February 16, 2010, the Utility amended its dedibvenefit medical plans for retirees to provideadditional contributions towards retiree premiurisie
plan amendment was accounted for as a plan maiilificthat required reaeasurement of the accumulated benefit obligapitam assets, and periodic benefit costs.
inputs and assumptions used in re-measuremenbtichange significantly from December 31, 2009 diddhot have a material impact on the funded statdlse
plans. The re-measurement of the accumulated ibebéfation and plan assets resulted in an irsdéa pension and other postretirement benefitsaaletrease to
other comprehensive loss of $148 million as of Beby 16, 2010. The impact to net periodic bereft for the three months ended March 31, 2010nwasignificant.

Adoption of New Accounting Pronouncements
Consolidations (Topic 810) - | mprovementsto Financial Reporting by Enterprises I nvolved with Variable | nterest Entities

On January 1, 2010, PG&E Corporation and the Ytdopted Accounting Standards Update (“ASU”) N@02-17, “Consolidations (Topic 810) -
Improvements to Financial Reporting by Enterpriseslved with Variable Interest Entities” (“ASU N@009-17"). ASU No. 2009-17 amends the Consolitaiiopic
of the Financial Accounting Standards Board (“FABBEtcounting Standards Codification (“ASC”) regardiwhen and how to determine, or re-determine, hdrein
entity is a VIE, which could require consolidatioim addition, ASU No. 2009-17 replaces the Comklon Topic of the FASB ASC'’s quantitative approéor
determining who has a controlling financial inteériesa VIE with a qualitative approach. FurthereoASU No. 2009-17 requires ongoing assessmenthether an
entity is the primary beneficiary of a VIE.

PG&E Corporation and the Utility are required tmsolidate any entities which the companies contiolmost cases, control can be determined based on
majority ownership or voting interests. However, €ertain entities, control is difficult to discelbased on voting equity interests alone. Thesgesnare referred to as
VIEs. A VIE is an entity which does not have stiint equity at risk to finance its activities witit additional subordinated financial support frother parties, or
whose equity investors lack any characteristica odntrolling financial interest. An enterprisestaacontrolling financial interest if it has (1gtbbligation to absorb
expected losses or receive expected gains thal poténtially be significant to the VIE and (2) thewer to direct the activities that are most digant to the VIE’s
economic performance. The enterprise that hasiaiting financial interest is known as the VIEieEmary beneficiary and is the enterprise that walhsolidate the
VIE.
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The Utility’s exposure to VIEs relates primarilyeatities with which it has a power purchase agex@mWhen determining whether a controlling finahc
interest exists, the Utility must first assess Wkeit absorbs any of a VIE's expected losses agives portions of the expected residual returresrasult of the
arrangement. This assessment includes an evaluztiwow the risks and rewards associated wittptiveer plant’s activities are absorbed by variabterest
holders. Power plants typically are exposed tditrésk, production risk, commaodity price risk,caany applicable tax incentive risks, among othdiise Utility
analyzes the variability in the VIE's gross margird the impact of the power purchase agreemeriteogross margin to determine whether the Utilityaabs
variability. Factors that may be considered wheseasing the impact to the VIE’s gross margin ihelthe pricing structure of the agreement and disé af inputs and
production, depending on the technology of the pqulent.

For each variable interest, the Utility evaluates activities of the power plant that most direatiypact the VIE's economic performance. The Uit
assessment of the activities that are economisaghyificant to the VIE’s performance often includiecision making rights associated with designirg\kE, operating
and maintenance activities, and re-marketing dis/of the power plant after the end of its poparchase agreement with the Utility.

As of March 31, 2010, the Utility held a variabtedrest in VIEs as a result of power purchase ageeés with entities that are single power plant engrof
power plants. Each of these entities were desitmeenerate electricity for sale to the Utilityliatng various technologies such as natural gasdysolar photovoltaic,
solar thermal, hydroelectric, and other technolegignder each of the power purchase agreemertteefireasent a variable interest, the Utility isigaled to purchase
electricity or capacity, or both, from the VIEshd Utility does not provide any other financialadher support to these VIEs and the Utility’s fineh exposure is
limited to the amount it pays for delivered elegityi and capacity. (See Note 11 below for furttiiscussion.) As of March 31, 2010, the Utility waat the primary
beneficiary of any power plant VIEs.

The Utility continues to consolidate PG&E EnergycBeery Funding LLC (“PERF”) at March 31, 2010, ke Utility held a controlling financial interestéis
the primary beneficiary. The Utility was the primédeneficiary as it was involved in the desigriP&RF and has exposure to losses and returns thitsuggdjuity
investment. The Utility consolidated PERF's assét$1.2 billion and liabilities of $1.1 billion é& Note 4 below for further discussion). The assEPERF are only
available to settle the liabilities of PERF.

The adoption of ASU 2009-17 did hate an impact on the Condensed Consolidated ¢ialéBtatements.

Fair Value Measurements and Disclosures (Topic 820) - Improving Disclosures about Fair Value Measurements

On January 1, 2010, PG&E Corporation and the Yt@dopted ASU No. 2010-06, “Fair Value Measuremants Disclosures (Topic 820) - Improving
Disclosures about Fair Value Measurements” (“ASU Rl2i10-06"). ASU No. 2010-06 requires disclosuezgarding (1) significant transfers into and out.efels 1
and 2 of the fair value hierarchy and (2) fair wafneasurement inputs and valuation techniquesthémmore, ASU No. 2010-06 requires presentatiotis#ggregated
activity within the reconciliation for fair value easurements using significant unobservable infuggg] 3), beginning in the first quarter of 201The adoption of ASU
No. 201(-06 did not have a material impact on PG&E Corpores or the Utility’s Condensed Consolidated Figiah Statements.
Subsequent Events (Topic 855) - Amendmentsto Certain Recognition and Disclosure Requirements

On March 31, 2010, PG&E Corporation and the Utitidopted ASU No. 2010-09, “Subsequent Events (T8p%) - Amendments to Certain Recognition and
Disclosure Requirements” (“ASU No. 2010-09"). ASld. 2010-09 does not significantly change the paimzounting for subsequent events but eliminates th

requirement to disclose the date through whichia@ 8ler has evaluated subsequent events and #ie foa that date. The adoption of ASU No. 2010d@Pnot have a
material impact on PG&E Corporation’s or the Uyt Condensed Consolidated Financial Statements.

NOTE 3: REGULATORY ASSETS, LIABILITIES, AND BALANCI NG ACCOUNTS
Regulatory Assets
Current Regulatory Assets
At March 31, 2010 and December 31, 2009, the tilad current regulatory assets of $568 million $487 million, respectively, consisting primarilf/tbe
current portion of price risk management regulatsyets. Price risk management regulatory assatssent the deferral of unrealized losses retatpdce risk

management derivative instruments with terms ofyme or less. (See Note 7 below for further distn.) Current regulatory assets are includdtépaid expenses
and other in the Condensed Consolidated BalancetShe
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Long-Term Regulatory Assets

Long-term regulatory assets are composed of thewoig:

Balance at

March 31, December

(in millions) 2010 31, 2009
Pension benefit $ 1,421 $ 1,38¢
Deferred income taxe 1,067 1,02%
Energy recovery bonc 1,03¢ 1,124
Utility retained generatio 71¢ 737
Price risk manageme 484 34¢
Environmental compliance cos 397 40¢
Unamortized loss, net of gain, on reacquired 197 203
Other 27¢€ 291
Total long-term regulatory assets $ 5,60z $ 5,627

The regulatory asset for pension benefits repregetcumulative differences between amounts rézedrior ratemaking purposes and amounts recogtiized
accordance with GAAP, which also includes amoums otherwise would be fully recorded to Accumullad¢her comprehensive loss in the Condensed Calaset]
Balance Sheets. (See Note 13 of the Notes todhedidated Financial Statements in the 2009 AnRegilort.)

The regulatory assets for deferred income taxegsept deferred income tax benefits previouslygragisrough to customers offset by deferred incaame t
liabilities. The CPUC requires the Utility to paksough certain tax benefits to customers, igrwtire effect of deferred taxes on rates. Basetlaent regulatory
ratemaking and income tax laws, the Utility expeéotsecover deferred income taxes related to réguylassets over periods ranging from 1 to 45 years

The regulatory asset for energy recovery bonds B&Rrepresents the refinancing of the regulat@sea provided for in the settlement agreement edtieto
between PG&E Corporation, the Utility, and the CPIdQ003 to resolve the Utility’s proceeding un@apter 11 of the U.S. Bankruptcy Cod€lgapter 11 Settleme
Agreement”). (See Note 4 below.) The regulat@seais amortized over the life of the bonds caestswith the period over which the related billegenues and bond-
related expenses are recognized. The Utility esptecfully recover this asset by the end of 2012mwthe ERBs mature.

In connection with the Chapter 11 Settlement Agrerimthe CPUC authorized the Utility to recover2fiillion of costs related to the Utility’s retaithe
generation assets. The individual componentsesfetiegulatory assets are amortized over the t@spéees of the underlying generation facilitiesnsistent with the
period over which the related revenues are recedniZ he weighted average remaining life of thetsss 15 years.

Price risk management regulatory assets represemtetferral of unrealized losses related to pislemanagement derivative instruments with termsxicess
of one year. (See Note 7 below.)

The regulatory assets for environmental compliarusgs represent the portion of estimated envirotaheemediation expense that the Utility expecteetove
in future rates as actual remediation costs angried. The Utility expects to recover these coser the next 30 years. (See Note 11 below.)

The regulatory assets for unamortized loss, ngaof, on reacquired debt represent costs relatddhibreacquired or redeemed prior to maturity aghociate
discount and debt issuance costs. These costxpeeted to be recovered over the remaining ofligimertization period of the reacquired debt overnext 17 years,
and these costs will be fully recovered by 2026.

At March 31, 2010 and December 31, 2009, “Otherisisted of regulatory assets relating to ARO exgemecorded in accordance with GAAP that are
probable of future recovery through the ratemakiraress, and removal costs associated with thaaeplent of the steam generators in the Utility's twiclear
generating units at the Diablo Canyon Power Pldpiaiblo Canyon”), as approved by the CPUC for fetuecovery. “Other” also consisted of costs thatWtility
incurred in terminating a 30-year power purchase@gent, which are being amortized and collectedtgs through September 2014, as well as cosisrettin
relation to the Utility’s plan of reorganizationder Chapter 11 that became effective in April 2004.

In general, the Utility does not earn a return egulatory assets in which the related costs daoatue interest. Accordingly, the Utility earnsegurn only on
the Utility’s retained generation regulatory asseteamortized loss, net of gain, on reacquired;deid regulatory assets associated with the plaearfanization.
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Regulatory Liabilities
Current Regulatory Liabilities

At March 31, 2010 and December 31, 2009, the Wftilad current regulatory liabilities of $138 mili@nd $163 million, respectively, primarily consigtof
the current portion of electric transmission whaglievenue refunds and amounts that the Utilityeetspto refund to customers for over-collectedtdatetransmission
rates and the current portion of price risk managgmegulatory liabilities. Price risk managemegulatory liabilities represent the deferral ofealized gains related
to price risk management derivative instrument&wetms of one year or less. Current regulatotyilliees are included in Current Liabilities — Ottia the Condensed
Consolidated Balance Sheets.
Long-Term Regulatory Liabilities

Long-term regulatory liabilities are composed af thllowing:

Balance at

March 31, December

(in millions) 2010 31, 2009
Cost of removal obligatio $ 2991 $ 2,93¢
Public purpose progran 56€ 50¢
Recoveries in excess of AR 50¢ 48¢
Other 12E 19€
Total long-term regulatory liabilities $ 4,19C $ 4,12¢

The regulatory liability for the Utilitys cost of removal obligations represents differsrimtween amounts collected in rates for assetv@&nsosts and the as
removal costs recorded in accordance with GAAP.

The regulatory liability for public purpose programepresents amounts received from customers dgsijfor public purpose program costs that areagge
to be incurred in the future. For example, thespilatory liabilities include revenues collecteahfrcustomers to pay for costs that the Utility estpéo incur in the
future under the California Solar Initiative to prote the use of solar energy in residential homescammercial, industrial, and agricultural projesrt

The regulatory liability for recoveries in exce$ARO represents differences between amounts d¢etléa rates for decommissioning the Utility’s reef
power facilities and the ARO expenses recordedaom@ance with GAAP. Decommissioning costs recedén rates are placed in nuclear decommissiomugist The
regulatory liability for recoveries in excess of BRalso represents the deferral of realized andalinesl gains and losses on those nuclear deconumisgitrust assets.

“Other” at March 31, 2010 and December 31, 200Quated the deferral of unrealized gains relatedriceprisk management derivative instruments witmee
in excess of one year, the gain associated withthigy’ s acquisition of the permits and other assetseelt the Gateway Generating Station as part efteement tha
the Utility entered with Mirant Corporation, as Wa$ insurance recoveries for hazardous substaneediation.

Regulatory Balancing Accounts

The Utility uses regulatory balancing accountsdcuanulate differences between actual billed andlledlrevenues and the Utility’s authorized revenue
requirements for the period. The Utility also usegulatory balancing accounts to accumulate diffees between incurred costs and actual billediabdled revenues,
as well as differences between incurred costs atitbezed revenue meant to recover those costsletdollections that are probable of recovery througgutated rate
are recorded as regulatory balancing account as€efsr-collections that are probable of being meled to customers are recorded as regulatory bataaccount
liabilities.

The Utility’s current regulatory balancing accourgpresent the amounts expected to be receiveddraefunded to the Utility’s customers throughhenrized

rate adjustments within the next 12 months. Regrntaalancing accounts that the Utility does nqieet to collect or refund in the next 12 monthesiacluded in Othe
Noncurrent Asset— Regulatory assets and Noncurrent Liabilities guRegory liabilities in the Condensed ConsolidaBadance Sheets.
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Current Regulatory Balancing Accounts, net

Receivable (Payable

Balance at

March 31, December

(in millions) 2010 31, 2009
Utility generation $ 572 $ 35E
Distribution revenue adjustment mechan 287 152
Public purpose progran 12¢ 83
Energy procurement cos 11t 12¢
Gas fixed cos (15 93
Energy recovery bonc (169) (18%)
Other 232 20z
Total regulatory balancing accounts, ne $ 1,15¢ $ 82¢

The utility generation balancing account is usertttord and recover the authorized revenue reqeinesrassociated with Utility-owned electric genierat
including capital and related non-fuel operating amaintenance expenses. The distribution revedjustanent mechanism balancing account is usecctwrdeand
recover the authorized electric distribution reveneguirements and certain other electric distidodtelated authorized costs. The Utility’s recgvef these revenue
requirements is independent, or “decoupled,” framvolume of sales; therefore, the Utility recogsizevenue evenly over the year, even though et & cash
collected from customers will fluctuate dependimgtioe volume of electricity sales. During periadsnore temperate weather, there is generally aemoollection in
this balancing account due to lower electricityesand lower rates. During the warmer months wiser, there is generally an over-collection dukigher rates and
electric usage that cause an increase in generatienues.

The public purpose programs balancing accountsapifyrtrack the recovery of the authorized publicgose program revenue requirements, the actutd obs
such programs, and incentive awards earned by tiligy tbr implementing customer energy efficienpyograms. The public purpose programs primarilysest of the
energy efficiency programs; low-income energy éficy programs; research, development, and denatiostprograms; and renewable energy programs.

The Utility is generally authorized to recover 100%ts prudently incurred electric fuel and enepygcurement costs. The Utility tracks energy prement
costs in balancing accounts and files annual fateazf energy procurement costs that it expedisctar during the following year. The Utility’s elwic rates are set to
recover such expected costs.

The gas fixed cost balancing account is used tk titge recovery of CPUC-authorized gas distributiwenue requirements and certain other gas disivit-
related costs. The under-collected or over-calgtosition of this account is dependent on sedigpaad volatility in gas volumes.

The ERB balancing accounts record certain benafitscosts associated with ERBs that are provideat teceived from, customers. In addition, thessount
ensure that customers receive the benefits oféghamount of energy supplier refunds, claim offsatsl other credits received by the Utility aftee second series of
ERBs was issued.

At March 31, 2010 and December 31, 2009, “Othecfuded the California Department of Water Resou(ti28VR") power charge collection balancing
account, which ensures amounts collected from meste for DWR-delivered power are remitted to the ®Walancing accounts that track recovery of thte@irzed
revenue requirements and costs related to the Bretnt™ advanced metering project; and the transition acclkarge balancing account, which is used to passgh
transmission high voltage access charges and sredit
NOTE 4: DEBT
Utility
Senior Notes

On April 1, 2010, the Utility issued $250 milliomipcipal amount of 5.8% Senior Notes due MarchQ372
Pollution Control Bonds

On April 8, 2010, the California Infrastructure aBdonomic Development Bank issued $50 million aféaxempt pollution control bonds series 2010E due o
November 1, 2026 and loaned the proceeds to thigyUtThe proceeds were used to refund the cooeding related series of pollution control bondsued in 200!

which were repurchased by the Utility in 2008. Beeies 2010E bonds bear interest at 2.25% pertlpeargh April 1, 2012 and are subject to mandatenger on Apr
2, 2012 at a price of 100% of the principal amquuos accrued interest. Thereafter, this seridmatis may be remarketed in a fixed or variable raide.
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Credit Facility and Short-Term Borrowings

At March 31, 2010, the Utility had $265 million leftters of credit outstanding under the Utility’s.$4 billion revolving credit facility.

The revolving credit facility also provides liquigisupport for commercial paper offerings. At MaR1, 2010, the Utility had $751 million of commiaic

paper outstanding at an average yield of 0.31%.

Energy Recovery Bonds

In 2005, PERF, a wholly owned consolidated subsjdi the Utility, issued two separate series offS8Rn the aggregate amount of $2.7 billion. Thecpeds
of the ERBs were used by PERF to purchase frortitiey the right, known as “recovery propertytd be paid a specified amount from a dedicatedaateponent to k

collected from the Utility’s electricity customer3he total amount of ERB principal outstanding Wasl billion at March 31, 2010.

While PERF is a wholly owned subsidiary of the itjtjlit is legally separate from the Utility. Tlassets, including the recovery property, of PERFat
available to creditors of the Utility or PG&E Comation, and the recovery property is not legallyageet of the Utility or PG&E Corporation.

NOTE 5: EQUITY

PG&E Corporation’s and the Utility’s changes in #gtior the three months ended March 31, 2010 vesréollows:

(in millions)

Balance at December 31, 20C

Net income

Common stock issue

Shar-based compensation amortizat

Common stock dividends declared and
Common stock dividends declared but not yet |
Preferred stock dividend requirem:

Preferred stock dividend requirement of subsid
Tax benefit from employee stock ple

Other comprehensive incor

Equity contributior

Balance at March 31, 201(

PG&E
Corporation

Utility

Total
Equity

Total
Shareholders’
Equity

$ 10,58¢
261

10

15

(16¢)
©)]

2
(80)

$ 11,18¢
264

(17&)

©)

1
(80)
20

$ 10,62: $ 11,20¢

For the three months ended March 31, 2010, PG&BPp@ation contributed equity of $20 million to theility in order to maintain the 52% common equity
target authorized by the CPUC and to ensure tleatlthity has adequate capital to fund its capitgbenditures.

Comprehensive Income

Comprehensive income consists of net income anghaglated other comprehensive income, which inclegetin changes in equity that are excluded fret
income. Specifically, cumulative adjustments fompéoyee benefit plans, net of tax, are includeddoumulated other comprehensive income.

(in millions)

Net income

Employee benefit plan adjustment, net of
Comprehensive Income

PG&E Corporation Utility
Three Months Ended Three Months Ended
March 31, March 31,
2010 2009 2010 2009
$ 261 $ 244 $ 264 $ 23¢
(80) 7 (80) 7
$ 181 $ 251 $ 184 $ 24¢€
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Dividends

During the three months ended March 31, 2010, PG&Eporation paid common stock dividends totalin§®million. On February 17, 2010, the Board of
Directors of PG&E Corporation declared a dividefi®@.455 per share, totaling $169 million, whichsamaid on April 15, 2010 to shareholders of reaordvarch 31,
2010.

During the three months ended March 31, 2010, tiiléypaid common stock dividends totaling $179lioh to PG&E Corporation.

During the three months ended March 31, 2010, tiléylpaid dividends totaling $4 million to holdeof its outstanding series of preferred stock. F@bruary
17, 2010, the Board of Directors of the Utility tired a dividend totaling $3 million on its outstiang series of preferred stock, payable on May2080, to
shareholders of record on April 30, 2010.

NOTE 6: EARNINGS PER SHARE

Earnings per common share (“EPS”) is calculatéizing the “two-class” method, dividing the sumdétributed earnings to common shareholders and
undistributed earnings allocated to common shadahslby the weighted average number of common sleaitstanding during the period. In applying the-tlass
method, undistributed earnings are allocated th botnmon shares and participating securities. PG&Eporation’s 9.50% Convertible Subordinated Natesentitled
to receive pass-through dividends and meet therieriof participating securities. All of the paitiating securities participate in dividends onhlasis with shares of
common stock.

The following is a reconciliation of PG&E Corpomatis income available for common shareholders aeiglited average shares of common stock outstanding
for calculating basic EPS:

Three Months Ended

March 31,
(in millions, except per share amounts 2010 2009
Basic
Income Available for Common Shareholders $ 25¢ $ 241
Less: distributed earnings to common sharehol 16¢ 154
Undistributed earning $ 88 $ 87
Allocation of undistributed earnings to common shaeholders
Distributed earnings to common shareholc $ 16 $ 154
Undistributed earnings allocated to common shadshs 85 83
Total common shareholders earning: $ 254 $ 237
Weighted average common shares outstanding, ba 371 364
Convertible Subordinated Not 16 17
Weighted average common shares outstanding andipating securitie: 387 381
Net earnings per common share, bas
Distributed earnings, bas® $ 0.4€ $ 0.4z
Undistributed earnings, basic 0.2 0.2%
Total $ 06¢ $ 0.6t

(@) Distributed earnings, basic may differ from acto@t share amounts paid as dividends, as the EPButation under GAAP requir
the use of the weighted average, rather than tlualacumber of shares outstandi
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In calculating diluted EPS, PG&E Corporation appliee “if-converted” method to reflect the dilutigfect of the Convertible Subordinated Notes ektent
that the impact is dilutive when compared to b&#S. In addition, PG&E Corporation applies thadtey stock method of reflecting the dilutive effetoutstanding
stock-based compensation in the calculation otelilleEPS. The following is a reconciliation of PG&Brporation’s income available for common shardérd and
weighted average shares of common stock outstarfdlirglculating diluted EPS for three months enlfteaich 31, 2010:

Three
Months
Ended
March 31,
(in millions, except per share amounts 2010
Diluted
Income Available for Common Shareholders $ 25¢
Add earnings impact of assumed conversion of ppatig securities
Interest expense on convertible subordinated no&xf tax 4
Income Available for Common Shareholders and AssunteConversion $ 262
Weighted average common shares outstanding, ba 371
Add incremental shares from assumed convers
Convertible subordinated not 16
Employee share-based compensation 2
Weighted average common shares outstanding, dilute 38¢
Total earnings per common share, dilutec $ 0.67

The following is a reconciliation of PG&E Corporatis income available for common shareholders aeighted average shares of common stock outstanding
for calculating diluted EPS for the three monthdezhMarch 31, 2009:

Three

Months

Ended

March 31,

(in millions, except per share amounts 2009
Diluted
Income Available for Common Shareholders $ 241
Less: distributed earnings to common shareholders 154
Undistributed earnings $ 87
Allocation of undistributed earnings to common shaeholders
Distributed earnings to common shareholc $ 154
Undistributed earnings allocated to common shadss| 83
Total common shareholders earning: $ 237
Weighted average common shares outstanding, bas 364
Convertible subordinated not R ¥
Weighted average common shares outstanding andipating securities, bas 381
Weighted average common shares outstanding, 364
Employee share-based compensation 2
Weighted average common shares outstanding, dilute 36€
Convertible subordinated not 17
Weighted average common shares outstanding andipating securities, dilute 383
Net earnings per common share, diluter
Distributed earnings, dilute $ 0.4z
Undistributed earnings, diluted 0.2
Total earnings per common share, dilutec $ 0.6

Securities that were antidilutive and excluded fitbin calculation of diluted shares outstanding viresggnificant for the periods presented above.
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NOTE 7: DERIVATIVES AND HEDGING ACTIVITIES
Use of Derivative Instruments
The Utility faces market risk primarily relatedetectricity and natural gas commaodity prices. dlthe Utility’s risk management activities invahg
derivatives occur to reduce the volatility of conditg costs on behalf of its customers. The CPUQthe FERC allow the Utility to charge customeesadesigned to
recover the Utility’s reasonable costs of providgggvices, including the cost to obtain and delalectricity and natural gas. As these costs assed through to
customers in rates, the Utility’s earnings areexqiosed to the commodity price risk inherent inghechase and sale of electricity and natural gas.
The Utility uses both derivative and non-derivatbamtracts in managing its customers’ exposuretorodity-related price risk, including:
. forward contracts that commit the Utility to pursleza commodity in the future;
. swap agreements that require payments to or framtegparties based upon the difference betweerptiges for a predetermined contractual quan

. option contracts that provide the Utility with thight to buy a commodity at a predetermined prase)

. futures contracts that are excha-traded contracts that commit the Utility to purah@ascommodity or make a cash settlement at a sgegifice and futul
date.

These instruments are not held for speculativeqaep and are subject to certain regulatory reqeinésn
Commodity-Related Price Risk
Commaodity-related price risk management activitieg meet the definition of a derivative are reeardt fair value on the Condensed ConsolidatednBala
Sheets. As long as the ratemaking mechanismsagisdiabove remain in place and the Utility’s risnagement activities are carried out in accordanteCPUC
directives, the Utility expects to fully recoveoin customers, in rates, all costs related to conityroelated price risk-related derivative instrurnteenTherefore, all
unrealized gains and losses associated with thgdhie of these derivative instruments are defeared recorded within the Utility’s regulatory atssand liabilities on
the Condensed Consolidated Balance Sheets. (See3Ndtove.) Net realized gains or losses on derévastruments related to price risk for commigditare recorded
in the cost of electricity or the cost of naturabgvith corresponding increases or decreases ttategy balancing accounts for recovery from custsn
The Utility elects the normal purchase and saleption for qualifying commodity-related derivativestruments. Derivative instruments that requinggical
delivery, are probable of physical delivery in qiiiges that are expected to be used by the Uiilityr a reasonable period in the normal course sihbgs, and do not
contain pricing provisions unrelated to the commpodelivered are eligible for the normal purchasd aale exception. The fair value of instrumehéd are eligible for
the normal purchase and sales exception are etted in the Condensed Consolidated Balance Sheets
The following is a discussion of the Utility’s us&derivative instruments intended to mitigate comdity-related price risk for its customers.
Electricity Procurement
The Utility obtains electricity from a diverse nok resources, including thirgarty power purchase agreements, amounts alloocatet DWR contracts, and
own electricity generation facilities. The amoohelectricity the Utility needs to meet the demswodl customers and that is not satisfied from thktyJs own
generation facilities, existing purchase contramt£)WR contracts allocated to the Utility’s cus@ns is subject to change for a number of reasankiding:
« periodic expirations or terminations of existingdaticity purchase contracts, including the D’s contracts
« the execution of new electricity purchase contracts

« fluctuation in the output of hydroelectric and athenewable power facilities owned or under cortt
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« changes in the Utili’'s customerl electricity demands due to customer and econonoiwthror decline, weather, implementation of newrgnefficiency anc
demand response programs, direct access, and cdtyrolioice aggregatior

« the acquisition, retirement, or closure of generafacilities; anc
« changes in market prices that make it more ecorarfoqurchase power in the market rather thartheséltility’s existing resource

The Utility enters into third-party power purchaggeements to ensure sufficient electricity to ncestomer needs. The Utility’s third-party powerghase
agreements are generally accounted for as leasiesettain third-party power purchase agreememtsansidered derivative instruments. The Utiligces to use the
normal purchase and sale exception for eligibléve#ve instruments.

A portion of the Utility’s third-party power purcha agreements contain market-based pricing tehmsrder to reduce the cash flow variability asated with
fluctuating electricity prices, the Utility has en¢éd into financial swap contracts to effectivekythe price of future purchases under some ofdtpmsver purchase
agreements. These financial swaps are consideradtive instruments.

Electric Transmission Congestion Revenue Rights

The California Independent System Operator (“CAIBE8ntrolled electricity transmission grid usedthg Utility to transmit power is subject to transsgion
constraints. As a result, the Utility is subjexfinancial risk associated with the cost of traission congestion. The CAISO implemented its neyahead wholesale
electricity market as part of its Market Redesigd aechnology Update on April 1, 2009. The CAIS®ated congestion revenue rights (“CRRs") to alioarket
participants, including load-serving entities, tage the financial risk of CAISO-imposed congestibarges in the new day-ahead market. The CAl82ases CRRs
through an annual and monthly process, each oftwihiudes an allocation phase (in which load-senéntities are allocated CRRs at no cost basé¢kdeooustomer
demand or “load” they serve) and an auction phiaselfich CRRs are priced at market and availabkdltmarket participants). CRRs are considered/déve
instruments.

Natural Gas Procurement (Electric Portfolio)

The Utility’s electric procurement portfolio is eaxged to natural gas price risk primarily throug thility-owned natural gas generating facilitiesling
agreements, and natural gadexed electricity procurement contracts. In otdaeduce the future cash flow variability asated with fluctuating natural gas prices,
Utility purchases financial instruments such asifess, swaps, and options. These financial instnisrere considered derivative instruments.

Natural Gas Procurement (Small Commercial and Residential Customers)

The Utility enters into physical natural gas comitydontracts to fulfill the needs of its small corarcial and residential, or “core,” customers. &THility
does not procure natural gas for industrial angda@ommercial, or “non-coregustomers.) Changes in temperature cause naasalgmand to vary daily, monthly, ¢
seasonally. Consequently, varying volumes of gag be purchased or sold in the multi-month, montahd to a lesser extent, daily spot markets tartza such
seasonal supply and demand.

Other Risk

At March 31, 2010, PG&E Corporation had $247 milliaf Convertible Subordinated Notes outstanding withmature on June 30, 2010. The holders ef th
Convertible Subordinated Notes are entitled toivecgpass-through dividends” determined by multiptythe cash dividend paid by PG&E Corporationgieare of
common stock by a number equal to the principalarhof the Convertible Subordinated Notes dividgdHe conversion prices. The dividend participatights
associated with the Convertible Subordinated Natesembedded derivative instruments and, therefioust be bifurcated from the Convertible Subordida¥lotes and
recorded at fair value in PG&E Corporation’s CorskghConsolidated Financial Statements. Chandes imalue of the dividend participation rights aegognized in
PG&E Corporation’s Condensed Consolidated Statesmefrihcome as non-operating expense or incom@tfiier (expense) income, net).
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Volume of Derivative Activity
At March 31, 2010, the volume of PG&E Corporatioarsl the Utility’s outstanding derivative contraaigs as follows:

Contract Volume ()

Greater Greater
Than 1 Year Than 3
But Less Years But Greater
Less Than 1 Than 3 Less Than &£ Than 5
Underlying Product Instruments Year Years Years Years @
Natural Gas® (MMBtus 4)) Forwards, Futures, and Swe 354,147,12 211,026,84 17,875,00 -
Options 198,987,08 104,650,00 11,100,00 -
Electricity (Megawa-hours) Forwards, Futures, and Swe 4,050,54 8,296,85! 4,274,28 4,082,73
Options 389,00( 7,45( 156,58t 503,90«
Congestion Revenue Rigft 75,220,63 66,937,31 66,870,77 111,554,226

PG&E Corporation Equity
(Shares Dividend Participation Right 16,370,78 - - -

(@ Amounts shown reflect the total gross derivativiimges by commodity type that are expected to sitti&ch time perioc
(@ Derivatives in this category expire between 201 2022.

(3 Amounts shown are for the combined positions ofeleetric and core gas portfolic

@ Million British Thermal Units.

Presentation of Derivative Instruments in the Finamial Statements

In PG&E Corporation’s and the Utility’'s CondensednSolidated Balance Sheets, derivative instrumenmgpresented on a net basis by counterparty vihere
right of offset exists. The net balances includistanding cash collateral associated with dexegositions.

At March 31, 2010, PG&E Corporation’s and the ti§ outstanding derivative balances were as fatow

Gross Total

Derivative Cash Derivative

(in millions) Balance® Netting @  Collateral @ Balances
Commodity Risk (PG&E Corporation and Utility
Current Asset— Prepaid expenses and ot $ 27 $ (10) $ 46 $ 63
Other Noncurrent Asse— Other 53 (34) 55 74
Current Liabilities— Other (3329 1C 16€ (159
Noncurrent Liabilities— Other (51¢) 34 161 (3239)
Total commodity risk $ (770 $ - $ 43C $ (340
Other Risk Instruments ® (PG&E Corporation Only

Current Liabilities— Other $ ™ $ - $ - $ (7)
Total derivatives $ 777 $ - $ 43C $ (347)

(1) See Note 8 below for a discussion of the valuagahniques used to calculate the fair value ofethiestruments
(@ Positions, by counterparty, are netted where ttemtrand legal right to offset exist in accordanith master netting agreemer
(3 This category relates to the dividend participatights of PG&E Corporatic’'s Convertible Subordinated Not

24




At December 31, 2009, PG&E Corporation’s and thiéitis outstanding derivative balances were afofwk:

Gross Total

Derivative Cash Derivative

(in millions) Balance Netting @ Collateral @) Balances
Commodity Risk (PG&E Corporation and Utility
Current Asset— Prepaid expenses and ot $ 7€ $ 12 $ 77 $ 141
Other Noncurrent Asse- Other 64 (44) 13 33
Current Liabilities— Other (23)) 12 54 (265)
Noncurrent Liabilities— Other (390 44 44 (302)
Total commodity risk $ (481 $ - $ 18¢ $ (293)
Other Risk Instruments 0 (PG&E Corporation Only

Current Liabilities— Other $ (13 $ - $ - $ (13)
Total derivatives $ (499 $ - $ 18¢ $ (306)

() Positions, by counterparty, are netted where ttemtrand legal right to offset exist in accordanith master netting agreemer
(@ This category relates to the dividend participatights of PG&E Corporatic's Convertible Subordinated Not

Expenses related to the dividend participationtsgiie not recoverable in customers’ rates. Thezethanges in the fair value of these instrumards
recorded in PG&E Corporation’s Condensed Consdii&tatements of Income.

Gains and losses recorded on PG&E Corporation’sfenttility’s derivative instruments were as folls:

Commodity Risk
(PG&E Corporation and

Utility)
Three months ended Marct
31,

(in millions) 2010 2009
Unrealized gain/(loss- Regulatory assets and liabiliti® $ (28¢) $ (307)
Realized gain/(loss- Cost of electricity@ (10€) (202)
Realized gain/(loss- Cost of natural gg@ (39) (23)
Total commodity risk instruments $ (439 $ (532)

Other Risk Instruments ()

(PG&E Corporation Only
Other expense (income), net $ 1 3 (2)
Total other risk instruments $ 19 (2

(M) Unrealized gains and losses on commodity-related derivative instruments are recorded toleggry assets or liabilities, rath
than being recorded to the Condensed Consoliddastdrents of Income. These amounts exclude thadhgd cash collateral
postings.

(@ These amounts are fully passed through to custoimeases. Accordingly, net income was not impddig realized amounts on
these instrument:

() This category relates to dividend participatiorhtigof PG&E Corporatic’'s Convertible Subordinated Not

Cash inflows and outflows associated with the eettint of all derivative instruments are recogniregperating cash flows on PG&E Corporation’s amel t
Utility’s Condensed Consolidated Statements of Celws.
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The majority of the Utility’s commaodity risk-reladederivative instruments contain collateral postingvisions tied to the Utility’s credit rating froeach of the
major credit rating agencies. If the Utility’s dierating were to fall below investment grade, tidity would be required to immediately post atilothal cash to fully
collateralize its net liability derivative position

At March 31, 2010, the additional cash collatenal ttility would be required to post if its credisk-related contingent features were triggered asfllows:

(in millions)

Derivatives in a liability position with crecrisk-related contingencies that are not fully collaterd $ (551)
Related derivatives in an asset posit -
Collateral posting in the normal course of busime&sted to these derivativ 81
Net position of derivative contracts/additional cdlateral posting requirements(®) $ (470

() This calculation excludes the impact of closedunpaid positions, as their settlement is not imgéadty any of the Utilit's credi-
risk-related contingencie

NOTE 8: FAIR VALUE MEASUREMENTS

PG&E Corporation and the Utility measure their caghivalents, trust assets, dividend participatights, and price risk management instrumentsiat fa
value. Fair value is an exit price, representirgamount that would be received to sell an asgedid to transfer a liability in an orderly trangan between market
participants. As such, fair value is a market-daseasurement that should be determined basedsuomptons that market participants would use inipg an asset or

a liability. A three-tier fair value hierarchy istablished as a basis for considering such assongpind for inputs used in the valuation methode®m measuring fair
value:

Level 1—Observable inputs that reflect quoted prices (justeld) for identical assets or liabilities in aetimarkets.

Level 2—Include other inputs that are directly or indifgabservable in the marketplace.

Level 3—Unobservable inputs which are supported by ldtl@o market activities.

The fair value hierarchy also requires an entitgneximize the use of observable inputs and minirttizeuse of unobservable inputs when measuring fair

value. (See Note 12 of the Notes to the Consd@dai&inancial Statements in the 2009 Annual Reporuirther discussion of fair value measurements.)

26




Assets and liabilities measured at fair value oacairring basis for PG&E Corporation and the Utiite summarized below (money market investmeabsir
trusts, and dividend participation rights are HelJdPG&E Corporation and not the Utility):

Fair Value Measurements at March 31, 201!

(in millions) Level 1 Level 2 Level 3 Total
Assets:
Money market investmen $ 19t $ - $ - $ 19E
Nuclear decommissioning trus
U.S. equity securitie@) 812 3C - 842
Nor-U.S. equity securitie 32¢ - - 32¢
U.S. government and agency secur 664 73 - 737
Municipal securitie 4 86 - a0
Other fixed income securities - 76 - 76
Total nuclear decommissioning tru¥s 1,80¢ 26E - 2,07
Price risk management instrume
Electric® 47 - - 47
Total price risk management instruments 47 - - 47
Rabbi trust:
Equity securitie 22 - - 22
Life insurance contracts - 62 - 62
Total rabbi trusts 22 62 - 84
Long-term disability trus
U.S. equity securitie() 8 28 - 31
Corporate debt securitiés - 14€ - 14¢
Total long-term disability trust 3 17€ - 17¢
Total assets $ 2,07¢ $ 50 $ - $ 2,57¢
Liabilities:
Dividend participation rights $ - $ - $ 7 $ 7
Price risk management instruments
Electric® - 5C 29t 34k
Gas®® - 1 41 42
Total price risk management instrume
- 51 33€ 387
Other liabilities - - 1 1
Total liabilities $ - $ 51 $ 344 $ 39t

@ Level 2 balances include commingled funds, whighamprised primarily of securities traded publiclyexchanges. Price quo
for the assets held by the funds are readily olasdevand available

@ Excludes deferred taxes on appreciation of investwalue.

() Balances include the impact of netting adjustmefnt$214 million to Level 1. Includes natural daselectric portfolio.

(9 Balances include the impact of netting adjustmehg&129 million to Level 2, and $53 million to Lev@ Includes natural gas for
electric portfolio.

(%) Balances include the impact of netting adjustmeh®34 million to Level 3. Includes natural gas émre customer:
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Fair Value Measurements at December 31, 20(

(in millions) Level 1 Level 2 Level 3 Total
Assets:
Money market investmen $ 18 $ - $ 4 $ 19¢
Nuclear decommissioning trus
U.S. equity securitie® 762 6 - 76€
Nor-U.S. equity securitie 344 - - 344
U.S. government and agency secur 65% 51 - 704
Municipal securitie 1 8¢9 - a0
Other fixed income securiti - 10€ - 10€
Total nuclear decommissioning tru® 1,76( 254 - 2,01<
Rabbi trusts
Equity securitie 21 - - 21
Life insurance contrac 60 - - 60
Total rabbi trus 81 - - 81
Long-term disability trus
U.S. equity securitie(?) 52 23 - 75
Corporate debt securiti(®) - 11 - 113
Total lon-term disability trus 52 13€ - 18¢
Total assets $ 2,08: $ 39C $ 4 $ 2,47¢
Liabilities:
Dividend participation right $ - $ - $ 12 $ 12
Price risk management instrume
Electric® 2 73 157 232
Gas® 1 - 60 61
Total price risk management instruras 3 73 217 293
Other liabilities - - 3 3
Total liabilities $ 3 3 73 3 23z $ 30¢

(@) Level 2 balances include commingled funds, whiehamprised primarily of securities traded publistyexchanges. Price quo
for the assets held by the funds are readily olasdevand available

(@ Excludes taxes on appreciation of investment v.

(3 Balances include the impact of netting adjustmehg&L08 million to Level 1, $48 million to Level and $19 million to Leve

3. Includes natural gas for electric portfo

(4 Balances include the impact of netting adjustmeh&&l3 million to Level 3. Includes natural gas émre customer:

Trust Assets

The assets held by the nuclear decommissionintgiriiee rabbi trusts related to the non-qualifieteded compensation plans, and the long-term iiyatioust
are comprised primarily of equity securities anbtdeecurities. Equity securities primarily includeestments in common stock and commingled fumasprised of
equity across multiple industry sectors in the @81 other regions of the world. Debt securitiescamprised primarily of fixed income securitibattinclude U.S.
government and agency securities, municipal seéesyiand corporate debt securities. Equity seearénd debt securities are generally valued baseshadjusted
prices in active markets for identical transactionsnadjusted prices in active markets for sintilansactions. A market based valuation approagemerally used to
estimate the fair value of debt securities clasgifis Level 2 instruments in the tables above.eUadnarket approach, fair values are determineddan evaluated
pricing data, such as broker quotes, for similausées adjusted for observable differences. @igant inputs used in the valuation model gengraitlude benchmark
yield curves and issuer spreads. The externaltgeihg, coupon rate, and maturity of each segumie considered in the valuation, as applicable.trust assets were
measured at fair value using significant unobsdevaiputs (Level 3) at March 31, 2010.
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Price Risk Management | nstruments

Price risk management instruments are composelbysigal and financial derivative contracts, inchglfutures, forwards, swaps, options, and CRRsatfeat
exchange-traded or over-the-counter traded costraButures, forwards, and swaps are valued wdisgrvable market prices for the underlying comityaati an
identical instrument. As observable market praesavailable, these instruments are generallgified as Level 1 or Level 2 instruments.

Certain exchange-traded contracts are classifiégasl 2 measurements because the contract teendsto a point at which the market is no longer
considered active but where prices are still olz#@le This determination is based on an analydiseorelevant characteristics of the market suectrading hours and
volumes, frequency of available quotes, and optrést. In addition, a number of over the couatartracts have been valued using unadjusted exehages of
similar instruments in active markets. Such insteats are classified as Level 2 measurements pathenot exchange-traded instruments.

All energy options are classified as Level 3 arelalued using the Black’s Option Pricing Modelngsvarious assumptions, including forward pricestlie
underlying commaodity, time value at a risk freeeratnd volatility. Some of these assumptiongdaraved from internal models as they are unobséevabhe Utility’s
demand response contracts with thpaity aggregators of retail electricity customerstain a call option entitling the Utility to reqaithat the aggregator reduce elec
usage by the aggregator’s customers at times &f greergy demand or in response to a CAISO alestier emergency.

The Utility holds CRRs to hedge financial risk oAISO-imposed congestion charges in the day-aheaklatsa CRRs are valued based on the forecasted
settlement price at the delivery points underlytimg CRR using internal models. The Utility alsesithe most current annual auction prices publislyettie CAISO to
calibrate internal models. Limited market datavailable between auction dates; therefore, CR&slassified as Level 3 measurements.

The Utility enters into power purchase agreememtshfe purchase of electricity to meet the demdrits@ustomers. Certain power purchase agreennesés
the definition of a derivative instrument. Somehase power purchase agreements do not qualifgrasal purchases and sales, therefore, the faiewaf these power
purchase agreements are recorded on the Condenssdli@ated Balance Sheets. The Utility usesimalemodels to determine the fair value of thesegrqwrchase
agreements. These power purchase agreementsdreduattract terms that extend beyond the point faclvan active market exists. The Utility utilizesirket data for
the underlying commodity to the extent that itvaiéable in determining the fair value. For pesaghere market data is not available, the Utiltyrapolates forward
prices based on historical data. These power pgechgreements are considered Level 3 instrumetite @etermination of their fair value includes tise of
unobservable forward prices.

Transfers between Levels

PG&E Corporation and the Utility recognize any sfams between levels in the fair value hierarchgfabe end of the reporting period. There were no
significant transfers between Level 1 and LevedrZlie three month period ended March 31, 201G fotowing tables present reconciliations for assed liabilities
measured and recorded at fair value on a recub@sgs, using significant unobservable inputs (L&yel

PG&E Corporation

Only PG&E Corporation and the Utility
Long-
Nuclear Long- Term
Decommission- Term  Disability
Dividend Price Risk ing Trusts Disability  Corp.
Money Participation Managemen Equity Equity Debt Other
(in millions) Market Rights Instruments  Securities®  Securities Securities Liabilities  Total
Asset (Liability) Balance
as of December 31, 200! $ 4 $ (12) $ (217) $ - $ = & -3 3% (22%
Realized and unrealiz¢
gains (losses,
Included in earning - - - - - - - -
Included in regulator
assets and liabilities
or balancing accoun - - (119 - - - 2 (117)
Purchases, issuances, i
settlement: 4) 5 - - - - - 1
Transfers into Level - - - - - - -
Transfers out of Level - - - - - - - -
Asset (Liability) Balance
as of March 31,2010 $ - $ ™ $ (336) $ -3 -3 -$ @BH$ (B4

() Excludes deferred taxes on appreciation of investvalue.
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PG&E Corporation

Only PG&E Corporation and the Utility
Long-
Nuclear Long- Term

Decommission- Term  Disability
Dividend Price Risk ing Trusts Disability  Corp.

Money Participation Managemen Equity Equity Debt Other
(in millions) Market Rights Instruments  Securities®  Securities Securities Liabilities ~ Total
Asset (Liability) Balanct
as of December 31, 200i $ 12 $ (42) $ (15€6) $ 5% 54 $ 24 $ (2% @0y

Realized and unrealized

gains (losses,
Included in earning - 2 - - @) - - 5)
Included in regulator
assets and liabilities

or balancing accoun - - (2C) @ - - 1 (20
Purchases, issuances, a
settlement: 4 7 - - - - - 3

Transfers into Level - - - - - - - -
Transfers out of Level - - > - - -

Asset (Liability) Balance

as of March 31, 2009 $ 8 $ (33) $ (17€) $ 4% 47 $ 24 $ 1MHs (129

(M) Excludes deferred taxes on appreciation of investalue.

Financial Instruments

The carrying amount and fair value of PG&E Corpiords and the Utility’s financial instruments weae follows (the table below excludes financial
instruments with carrying values that approximatrtfair values):

At March 31, At December 31,
2010 2009
Carrying Carrying

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

PG&E Corporatior $ 597 $ 1,07C $ 597 $ 1,09¢
Utility 9,24( 9,721 9,24( 9,82¢
Energy recovery bonds (Note 4 1,12( 1,17¢ 1,21z 1,26¢

The Utility classifies its investments held in théclear decommissioning trust as “available-foesalAs the day-to-day investing activities of thests are
managed by external investment managers, theydsliinable to assert that it has the intent ailiyato hold investments to maturity. Therefoed], unrealized losses
are considered other-than-temporary impairmen@&inssor losses on the nuclear decommissioning imusstments are refundable or recoverable, resedgtfrom
customers. Therefore, trust earnings are defemeddncluded in the regulatory liability for recoies in excess of ARO. There is no impact on thigtyJs earnings or
accumulated other comprehensive income. (See Nabove.)
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The following table summarizes unrealized gainslardes related to available-for-sale investmeald im the Utility’s nuclear decommissioning trusts

Total Total
Amortized Unrealized  Unrealized Estimated ®
Cost Gains Losses Fair Value
(in millions)
As of March 31, 201C
U.S. equity securitie $ 382 $ 46z $ 1@ $ 842
Non-U.S. equity securitie 174 154 - 32¢
U.S. government and agency securi 68€ 53 2 737
Municipal securitie: 89 2 @ a0
Other fixed income securiti¢ 75 1 - 76
Total $ 1,40¢ $ 67z $ 4 $ 2,074
As of December 31, 200
U.S. equity securitie $ 344 $ 42t $ 1 $ 76¢
Non-U.S. equity securitie 182 16z @ 344
U.S. government and agency securi 65€ 52 4 704
Municipal securitie: 89 1 - a0
Other fixed income securitie 10¢ 2 (2) 10¢
Total $ 137¢ $ 64 $ 8) $ 2,014
() Excludes taxes on appreciation of investment v:
The following table summarizes the estimated falue of debt securities classified by the contralataturity date of the security:
As of March 31, 201C (in millions)
Less than 1 ye: $ 65
1-5 years 394
5-10 years 234
More than 10 yeat 21C
Total maturities of debt securiti $ 902
The following table provides a summary of activiity available-for-sale securities:

Three Three

Months Months

Ended Ended

March 31, March 31,
2010 2009

(in millions)
Proceeds received from sales of secur $ 337 $ 387
Gross realized gains on sales of securities heddaitabl-for-sale 15 8
Gross realized losses on sales of securities Iseddailabl-for-sale 5) (39

In general, investments held in the nuclear decasioning trust are exposed to various risks, ssdhtarest rate, credit, and market volatility siskt is
reasonably possible that changes in the markeesalfiinvestment securities could occur in the teran, and such changes could materially affectrigs’ fair value.
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NOTE 9: RELATED PARTY AGREEMENTS AND TRANSACTIONS

The Utility and other subsidiaries provide and reeearious services to and from their parent, PG&dEporation, and among themselves. The Utility an
PG&E Corporation exchange administrative and psifesl services in support of operations. Servizesided directly to PG&E Corporation by the Utilare priced
at the higher of fully loaded cost (i.e., direcstof good or service and allocation of overheagtg)oor fair market value, depending on the natfitee
services. Services provided directly to the Utibyy PG&E Corporation are generally priced at thedr of fully loaded cost or fair market value, deding on the natu
and value of the services. PG&E Corporation alexates various corporate administrative and garersts to the Utility and other subsidiaries gsagreed-upon
allocation factors, including the number of empley,eoperating and maintenance expenses, totabaaadtother cost allocation methodologies. Mamesye: believes
that the methods used to allocate expenses amenadzle and meet the reporting and accounting repgints of its regulatory agencies.

The Utility's significant related party transactswere as follows:

Three Months Ended

March 31,
(in millions) 2010 2009
Utility revenues from:
Administrative services provided PG&E Corporatior $ 19 1
Utility expenses from:
Administrative services received from PG&E Corpuma $ 16 $ 19
Utility employee benefit due to PG&E Corporati 10 6

At March 31, 2010 and December 31, 2009, the Ytilad a receivable of $25 million and $26 millioespectively, from PG&E Corporation included in
Accounts receivable — Related parties and OthecNimant Assets — Related parties receivable otthigy’'s Condensed Consolidated Balance Sheetd,zapayable of
$24 million and $16 million, respectively, to PG&®rporation included in Accounts payable — Relgtadies on the Utility’s Condensed ConsolidatecaBaé Sheets.

NOTE 10: RESOLUTION OF REMAINING CHAPTER 11 DISPUTE D CLAIMS

Various electricity suppliers filed claims in theility’s proceeding under Chapter 11 seeking payrnienenergy supplied to the Utility’s customersatigh the
wholesale electricity markets operated by the CAEO the California Power Exchange (“PX”) betweeayN000 and June 2001. These claims, which tHeyUti
disputes, are being addressed in various FERCuaticigl proceedings in which the State of Califagrthe Utility, and other electricity purchasers seeking refunds
from electricity suppliers, including municipal agdvernmental entities, for overcharges incurreth&énCAISO and the PX wholesale electricity marketsveen May
2000 and June 2001. At March 31, 2010 and DeceBhe2009, the Utility held $515 million in escroingluding interest earned, for payment of the ri@ing net
disputed claims. These amounts are included wRigistricted cash on the Condensed Consolidatesi@&aBheets.

While the FERC and judicial proceedings have besrding, the Utility entered into a number of setiéats with various electricity suppliers to resobegne o
these disputed claims and to resolve the Utilitgfsind claims against these electricity suppliefkese settlement agreements provide that the asmpagable by the
parties are, in some instances, subject to adjugtha@sed on the outcome of the various refund béfisd interest issues being considered by the FERT@. proceeds
from these settlements, after deductions for cgeticies based on the outcome of the various regtfadt and interest issues being considered bFERC, will
continue to be refunded to customers in rates. ithahal settlement discussions with other eledyisuppliers are ongoing. Any net refunds, claffseis, or other
credits that the Utility receives from energy sugngl through resolution of the remaining disputkedhes, either through settlement or the conclusibthe various FER!
and judicial proceedings, will also be credited¢tistomers.

The following table presents the changes in theaneimg disputed claims liability and interest a@mdrom December 31, 2009 to March 31, 2010:

(in millions)

Balance at December 31, 2C $ 94¢
Interest accrue 8
Less: Supplier Settlements -
Balance at March 31, 201( $ 954
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At March 31, 2010, the Utility’s net disputed claiiability was $954 million, consisting of $772llan of remaining disputed claims (classified twe t
Condensed Consolidated Balance Sheets within A¢sqayable — Disputed claims and customer refuand)interest accrued at the FERC-ordered rate @5 $6llion
(classified on the Condensed Consolidated BalaheetS within Interest payable) partially offsetdmcounts receivable from the CAISO and the PX &f3illion
(classified on the Condensed Consolidated BalaheetS within Accounts receivable — Customers).

Interest accrues on the liability for disputed iiaiat the FERC-ordered rate, which is higher tharrate earned by the Utility on the escrow balardéhough
the Utility has been collecting the difference bedw the accrued interest and the earned intecestdustomers, this amount is not held in escrdwhe amount of
interest accrued at the FERC-ordered rate is griea the amount of interest ultimately determiteetie owed with respect to disputed claims, thétYivould refund
to customers any excess net interest collected éustomers. The amount of any interest that thigynay be required to pay will depend on theafiamounts to be
paid by the Utility with respect to the disputedinis.

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

NOTE 11: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have substantiahhcial commitments in connection with agreementgred into to support the Utility’s operating
activities. PG&E Corporation and the Utility alsave significant contingencies arising from thgietions, including contingencies related to got&es, regulatory
proceedings, nuclear operations, environmental iange and remediation, tax matters, and legalematt
Commitments
Utility
Third-Party Power Purchase Agreements

As part of the ordinary course of business, thétignters into various agreements to purchaseep@nd electric capacity. The price of purchasaegr may
be fixed or variable. Variable pricing is geneydlased on the current market price of either gadextricity at the date of purchase.

At March 31, 2010, the undiscounted future expeptader purchase agreement payments were as follows:

(in millions)
2010 $ 1,674
2011 2,26(
2012 2,30¢
2013 2,307
2014 2,26¢
Thereafter 38,46«
Total $ 49,28

Payments made by the Utility under power purchgseeanents amounted to $201 million and $663 milfarthe three months ended March 31, 2010 and
March 31, 2009, respectively. The amounts aboveaddnclude payments related to the DWR purch&sethe benefit of the Utilitys customers, as the Utility only a
as an agent for the DWR.
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Some of the power purchase agreements that thigytiltered into with independent power produckead &re qualifying facilities (“QF’s) are treatesi @apital
leases. The following table shows the future firagacity payments due under the QF contractateareated as capital leases. (These amounaddsarencluded in th
table above.) The fixed capacity payments areodisied to their present value in the table beloiwgithe Utility’s incremental borrowing rate at tmeeption of the
leases. The amount of this discount is shownertdble below as the Amount representing interest.

(in millions)
2010 $ 43
2011 50
2012 50
2013 50
2014 42
Thereafter 162
Total fixed capacity paymen 397
Amount representing intere 85
Present value of fixed capacity payme $ 312

Minimum lease payments associated with the leakgabion are included in Cost of electricity on P&&orporation’s and the Utility's Condensed
Consolidated Statements of Income. The timindnefltility’s recognition of the lease expense com® to the ratemaking treatment for the Utilityésovery of the
cost of electricity. The QF contracts that arated as capital leases expire between April 20@4Saptember 2021.

At March 31, 2010 and December 31, 2009, PG&E Qi and the Utility had $32 million included @urrent Liabilities — Other, and $280 million and
$282 million included in Noncurrent Liabilities -tii@r, respectively, representing the present valtke fixed capacity payments due under theseractstrecorded on
PG&E Corporation’s and the Utility’s Condensed Gaitated Balance Sheets. The corresponding aasbtarch 31, 2010 and December 31, 2009 of $31komind
$314 million, including amortization of $97 millicand $94 million, respectively, are included inp&uy, Plant, and Equipment on PG&E Corporatiomd the
Utility’s Condensed Consolidated Balance Sheets.

Natural Gas Supply, Transportation, and Storage Comitments

The Utility purchases natural gas directly fromguroers and marketers in both Canada and the USttdds to serve its core customers. The congragths
and natural gas sources of the Utility’s portfalfonatural gas procurement contracts can fluctbaged on market conditions. The Utility also caciis for natural gas
transportation to transport natural gas from thetgat which the Utility takes delivery (typicaliy Canada and the southwestern United Statesysbppins) to the
points at which the Utility’s natural gas transpdidn system begins. In addition, the Utility ltasitracted for gas storage services in its marlest & order to better
meet winter peak customer loads.

The Utility also purchases natural gas to fuebitsmied-generation facilities. Contract terms tygicednge in length from one to three years.

At March 31, 2010, the Utility’s undiscounted olatgns for natural gas purchases, gas transpartaéiovices, and gas storage were as follows:

(in millions)
2010 $ 54¢
2011 30¢
2012 83
2013 61
2014 44
Thereafter 11t
Total (@ $ 1,161

(M) Total does not include Ruby Pipeline reservatiost commitment described belo

Payments for natural gas purchases, gas transparsgrvices, and gas storage amounted to $55&mé#hd $456 million for the three months ended 81
2010 and March 31, 2009, respectively.
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Ruby Pipeline

On April 5, 2010, the FERC issued an order autlvgiEl Paso Corporation to construct, operate,raahtain its proposed 675-mile gas transmissioelip
(“Ruby Pipeline”), which would begin at the Opal blin Wyoming and terminate at the Malin, Oregoteiconnect, near Californehorthern border and have an ini
capacity of 1.5 billion cubic feet per day. Constion of the project is scheduled to begin in lgteng 2010, and the facilities are scheduled tmtservice beginning
March 2011. The Utility has contracted for firrmgee rights on the Ruby Pipeline of 0.37 billiombic feet per day beginning in 2011. Under thege@ments the
Utility will have a cumulative commitment of $1.4lion over 15 years.

Nuclear Fuel Agreements

The Utility has entered into several purchase agess for nuclear fuel. These agreements havesteanging from 1 to 16 years and are intended saren
long-term fuel supply. The contracts for uraniumd dor conversion and enrichment services providel00% coverage of reactor requirements throudH 2@hile
contracts for fuel fabrication services provide I00% coverage of reactor requirements through 20he Utility relies on a number of internatiopabducers of
nuclear fuel in order to diversify its sources g@navide security of supply. Pricing terms are alse@rsified, ranging from market-based pricesadsébprices that are
escalated using published indices.

At March 31, 2010, the undiscounted obligationsarmiiclear fuel agreements were as follows:

(in millions)
2010 $ 152
2011 82
2012 69
2013 107
2014 13t
Thereaftel 1,21¢
Total $ 1,76(

Payments for nuclear fuel amounted to $53 milliod 17 million for the three months ended MarchZ811,0 and March 31, 2009, respectively.
Contingencies
PG&E Corporation

PG&E Corporation retains a guarantee related ticeobligations of its former subsidiary, Natiofalergy & Gas Transmission, Inc. (“NEGT"), that wer
issued to the purchaser of an NEGT subsidiary compa2000. PG&E Corporatios’primary remaining exposure relates to any pakativironmental obligations tt
were known to NEGT at the time of the sale butdistlosed to the purchaser, and is limited to $hiillon. PG&E Corporation has not received anyiranor does it
consider it probable that any claims will be maddar the guarantee. PG&E Corporation believesithabtential exposure under this guarantee woatchave a
material impact on its financial condition or résuf operations.

Utility
Energy Efficiency Programs and I ncentive Ratemaking

The CPUC has established a ratemaking mechanipnovade incentives to the California investor-owngtiities to meet the CPUC’s energy savings goals
through implementation of the utilities’ 2006-208&ergy efficiency programs. In accordance with thechanism, the CPUC has awarded the Utilityimtércentive
revenues totaling $75 million through DecemberZM)9 based on the energy savings achieved throoglernentation of the Utility’s energy efficiencyagrams

during the 2006 through 2008 program cycle. Thewmhof additional incentive revenues the Utilitgyrearn, if any, is subject to verification of fiveal energy
savings over the 2006-2008 program cycle and thgptation of the true-up process.
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On April 8, 2010, the assigned CPUC commissiorsrdad a ruling to provide guidance on the 2006-20@8up process, noting that the CPUC had directes
parties to convene a settlement conference toagrelement on the 2010 final true-up amounts todgpotential controversy and delay that could arism basing the
amounts solely upon the final verification reporbe issued by the CPUC’s Energy Division. Théguktated that the CPUC can consider alternappecaches in
calculating the final true-up amounts in additiorttte Energy Division’s report and directed the fggeDivision to calculate various true-up amourasdd on a range of
possible scenarios that use different assumptibastaenergy savings, goals, and costs.

On May 4, 2010, the Energy Division released variscenarios of additional incentive amounts usatg éfom the Energy Division’s draft verificatioaport
released on April 15, 2010. The calculation sdesdor the Utility range from a penalty of $75 haih, based on a scenario using the Energy Divisiemaluated
results, to a reward of $105 million. The CPUC setseduled a settlement conference for May 28, 28the parties to discuss the various scenaridtee CPUC's
adopted schedule for the final true-up process ¢atla final decision by the end of 2010. PG&Egowation and the Utility are unable to predict #mount, if any, of
additional incentive revenues or penalties theitytihay be assessed for the 2006-2008 program .cycle

It is expected that the CPUC will issue a decidigrithe end of 2010 to develop a more streamlinechéwork to determine incentive amounts for futurergy
efficiency program cycles.

Spent Nuclear Fuel Storage Proceedings

As part of the Nuclear Waste Policy Act of 1982nGess authorized the U.S. Department of EnergDED and electric utilities with commercial nuclear
power plants to enter into contracts under whiehRDWE would be required to dispose of the utilitgeent nuclear fuel and high-level radioactive teaw later than
January 31, 1998, in exchange for fees paid bytiliges. In 1983, the DOE entered into a contraith the Utility to dispose of nuclear waste frohe Utility’s two
nuclear generating units at Diablo Canyon anckitised nuclear facility at Humboldt Bay.

Because the DOE failed to develop a permanentgeige, the Utility obtained a permit from the M Regulatory Commission (“NRC”) to build an dtes
dry cask storage facility to store spent fuel tiytoat least 2024. The construction of the dry caskage facility is complete. During 2009 thelititimoved all the
spent nuclear fuel that was scheduled to be moveddry cask storage. An appeal of the NRC's igsaaf the permit is still pending in the U.S. GafrAppeals for
the Ninth Circuit. The appellants claim that thReGlfailed to adequately consider environmental ictgpaf a potential terrorist attack at Diablo Camydt is uncertain
when the appeal will be addressed by the Ninthuttirc

As a result of the DOE's failure to build a reposjtfor nuclear waste, the Utility and other nuclpawer plant owners sued the DOE to recover dbststhey
incurred to build on-site spent nuclear fuel steréagilities. The Utility sought to recover $92liion of costs that it incurred through 2004. Afseveral years of
litigation, on March 30, 2010, the U.S. Court oflEeal Claims awarded the Utility $89 million. Aappeal of this award must be filed by May 31, 2010.

The Utility estimates it has incurred $175 millibetween 2005 and 2009 to build on-site storagéitfasi The Utility will also seek to recover thees
costs. Amounts recovered from the DOE will be iteztito customers.

Nuclear Insurance

The Utility has several types of nuclear nasice for the two nuclear operating units at DigBémyon and for its retired nuclear generationlifgct
Humboldt Bay Unit 3. The Utility has insurance ecage for property damages and business interrufaiises as a member of Nuclear Electric Insurbim#ed
(“NEIL"). NEIL is a mutual insurer owned by utilds with nuclear facilities. NEIL provides propedamage and business interruption coverage o $3.24 billion
per incident for Diablo Canyon. In addition, NBbkovides $131 million of property damage insurafoceHumboldt Bay Unit 3. Under this insuranceaify nuclear
generating facility insured by NEIL suffers a cataghic loss causing a prolonged outage, the Ytilihy be required to pay an additional premiumpmfai$39.7 millior
per one-year policy term.

NEIL also provides coverage for damages causedtsyod terrorism at nuclear power plants. UnderTerrorism Risk Insurance Program Reauthorizaicin
of 2007 (“TRIPRA"), acts of terrorism may be “céigd” by the Secretary of the Treasury. For aifted act of terrorism, NEIL can obtain compensatfoom the
federal government and will provide up to the fadlicy limits to the Utility for an insured lossdf one or more non-certified acts of terrorism aapsoperty damage
covered under any of the nuclear insurance polisgsed by NEIL to any NEIL member, the maximunorery under all those nuclear insurance policieg n
exceed $3.24 billion within a 12-month period pllus additional amounts recovered by NEIL for thiesses from reinsurance. (TRIPRA extends the TismoRisk
Insurance Act of 2002 through December 31, 2014.)

Under the Price-Anderson Act, public liability afe from a nuclear incident are limited to $12.6idnl. As required by the Price-Anderson Act, thiity
purchased the maximum available public liabilitgirance of $375 million for Diablo Canyon. The $l8illion balance of liability protection is cowest by a loss-
sharing program among utilities owning nuclear te@c Under the Price-Anderson Act, owner par#itigm in this loss-sharing program is requireddibowners of
nuclear reactors that are licensed to operateguegifor the production of electrical energy, aadeha rated capacity of 100 megawatts (“MW”) oheig If a nuclear
incident results in costs in excess of $375 millilken the Utility may be responsible for up to $Blmillion per reactor, with payments in each yleaited to a
maximum of $17.5 million per incident until the lit§i has fully paid its share of the liability. r8ie Diablo Canyon has two nuclear reactors, eatthauviated capacity
of over 100 MW, the Utility may be assessed up283million per incident, with payments in eachryiaited to a maximum of $35 million per inciderBoth the
maximum assessment per reactor and the maximuny yessessment are adjusted for inflation at leastyefive years. The next scheduled adjustmeduéson or
before October 29, 2013.
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In addition, the Utility has $53.3 million of lidky insurance for Humboldt Bay Unit 3 and has @@5nillion indemnification from the NRC for publi@bility
arising from nuclear incidents, covering liabilgign excess of the $53.3 million of liability insunce.

Environmental Matters

The Utility may be required to pay for environmdmé&mediation at sites where it has been, or may Ipotentially responsible party under environraknt
laws. Under federal and California laws, the Wtithay be responsible for remediation of hazardusstances at former manufactured gas plant (“MGgE¥, power
plant sites, and sites used by the Utility for sk@rage, recycling, or disposal of potentially hidpais materials, even if the Utility did not depgidibse substances on the
site.

Given the complexities of the legal and regulatmyironment and the inherent uncertainties involvetthe early stages of a remediation project piteeess fo
estimating remediation liabilities is subjectivedaequires significant judgment. The Utility redsran environmental remediation liability when sigsessments
indicate that remediation is probable and it caso@ably estimate the loss within a range of ptssimounts.

The Utility records an environmental remediatiabllity based on the lower end of the range ofheastied costs, unless a more objective estimateean b
achieved. Amounts recorded are not discounteletio present value.

The Utility had an undiscounted and gross enviramale@emediation liability of $613 million at Mar@1, 2010 and $586 million at December 31, 2008e T
following table presents the changes in the enwiremtal remediation liability from December 31, 2009

(in millions)
Balance at December 31, 2C $ 58¢€
Additional remediation costs accrue
Transfer to regulatory account for recov 52
Amounts not recoverable from custom 5
Less: Payment (30
Balance at March 31, 20: $ 612

The $613 million accrued at March 31, 2010 consisthe following:
«  $43 million for remediation at the Utili's natural gas compressor site located near Hinklejfornia;
« $180 million for remediation at the Util's natural gas compressor site located on the @aiiforder, near Topock, Arizor
«  $84 million related to remediation at divested gatien facilities;
«  $124 million related to remediation costs for th#ity’s generation and other facilities and foirthparty disposal sites;

«  $132 million related to investigation and/or renatidin costs at former MGP sites owned by the Wtiit third parties (including those sites that e subjec
of remediation orders by environmental agenciedams by the current owners of the former MGPs3jtand

«  $50 million related to remediation decommissiorfiossil-fueled sites.

In February 2010, the Utility began contacting theners of property located on eight former MGPssitethe Utility’s service territory to offer todethe soil
for residues, and depending on the results of tsih, to take appropriate remedial action. Thfehese sites are located in urban, residenti&saof San
Francisco. Until the Utility’s investigation ofébe MGP sites is complete, the extent of the Yslibbligation to remediate is established, and @pgropriate remedial
actions are determined, the Utility is unable teedmine the amounts it may spend in the futureinediate these sites and no amounts have beereddorithese sites
(other than investigative costs for some of thes3it
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The Utility expects to recover $361 million of t$613 million environmental remediation liabilityy accordance with a CPU&pproved ratemaking mechani
under which the Utility is authorized to recovef®0f hazardous waste remediation costs withouasomableness review. (Environmental remediatioocés®d with
the Hinkley natural gas compressor site is notverble under this mechanism.) In addition, th&/CRind the FERC have authorized the Utility to recc$126
million in rates relating to remediation costs éi@commissioning fossil-fueled sites and certaithefUtility’s transmission stations. The Ultilitisa recovers its costs
from insurance carriers and from other third panidienever possible. Any amounts collected in &xoéthe Utility’s ultimate obligations may be fdi to refund to
customers.

Although the Utility has provided for known enviroental obligations that are probable and reasoregilgnable, estimated costs may vary significaintyn
actual costs, and the amount of additional futastmay be material to results of operationsénpigriod in which they are recognized. The Utiityndiscounted
future costs could increase to as much as $1 miifithe other potentially responsible parties rmoefinancially able to contribute to these costf the extent of
contamination or necessary remediation is grebtar anticipated, and could increase further iftibty chooses to remediate beyond regulatory negpents. In
addition, it is reasonably possible that the Utiitill incur losses related to certain MGP sitesalied in San Francisco but the Utility is unables@sonably estimate the
amount of such loss.

Legal Matters

PG&E Corporation and the Utility are subject toises laws and regulations and, in the normal coafsrisiness, PG&E Corporation and the Utility aaenec
as parties in a number of claims and lawsuits.

PG&E Corporation and the Utility make a provisiam & liability when it is both probable that a liitly has been incurred and the amount of the &@ssbe
reasonably estimated. These accruals, and theatst of any additional reasonably possible losseseviewed quarterly and are adjusted to reflectmpacts of
negotiations, discovery, settlements and paymeuitags, advice of legal counsel, and other infaioraand events pertaining to a particular mattarassessing 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 Consolidatedzg
Sheets, and totaled $58 million at March 31, 20id$67 million at December 31, 2009. PG&E Corporaind the Utility are not able to predict themkte outcome
of the various legal matters, but after consideratif these accruals, PG&E Corporation and thetyJtib not believe that losses associated withetmaatters would
have a material adverse impact on their finan@abdion or results of operations.

Tax Matters

PG&E Corporation and the Utility receive a fedesabsidy (“subsidy”) for maintaining a retiree meadibenefit plan with prescription drug benefitsttisa
actuarially equivalent to Medicare Part D. Forefied income tax purposes, the subsidy was dedaatiben contributed to the benefit plan maintairedliese
benefits. The recently passed federal healthegislation eliminates the deduction for subsidydesh contributions after 2012. Although the chatiges not take effe
immediately, PG&E Corporation and the Utility mustognize the accounting impact in the period ifcWihe legislation is signed. As a result, during three montt
ended March 31, 2010, PG&E Corporation and thetytiécognized an expense of $20 million (recorden increase to income tax provision and a resuti
deferred income tax asset for subsidy amountsdeclun the calculation of accrued retiree mediealdfit obligation).

The Internal Revenue Service (“IRS”) is currenthydiing PG&E Corporation’s consolidated 2005-2003bime tax returns. For 2008 and 2009, PG&E
Corporation participates in the Compliance AssuedPiocess, a real-time IRS audit intended to expésue resolution. The IRS accepted the 2008rrdiut excepted
several items for further review, including thelltiis request to change its method for determinivitat costs are deductible as a repair. The IR8i@usly approved
the change in method subject to a field audit temeine the size of the adjustment that would tesul

The California Franchise Tax Board is auditing PG&&rporation’s 2004 and 2005 combined Californizoime tax returns and 192807 amended income 1
returns filed by PG&E Corporation.

PG&E Corporation believes that the final resolutidrthe federal and California audits will not havenaterial adverse impact on its financial coonditr
results of operations. PG&E Corporation is neitlmeder audit nor subject to any material risk ig ather jurisdiction.

As of March 31, 2010, PG&E Corporation has $25imillof federal and California capital loss carryards based on filed tax returns, of which apprately
$10 million will expire if not used by 2011. Fdt periods presented, PG&E Corporation has proviaédll valuation allowance against its deferrecbime tax assets
for capital loss carry forwards.

For a discussion of unrecognized tax benefitsN\s#te 9 of the Notes to the Consolidated Finandiate®nents in the 2009 Annual Report. It is reablyna
possible that unrecognized tax benefits could deserén the next 12 months by an amount ranging $0ro $30 million for PG&E Corporation and the liti
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

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

The Utility served 5.1 million electricity distrilbon customers and 4.3 million natural gas distidiucustomers at March 31, 2010. The Utility $®.3
billion in assets at March 31, 2010 and generaggdnues of $3.5 billion in the three months endeddd 31, 2010.

The Utility is regulated primarily by the CalifomPublic Utilities Commission (“CPUC”) and the FealeEnergy Regulatory Commission (“FERC”). In
addition, the Nuclear Regulatory Commission (“NR©GVersees the licensing, construction, operatind,decommissioning of the Utility’s nuclear geninat
facilities. The CPUC has jurisdiction over theesaand terms and conditions of service for thatWtdl electric and natural gas distribution operatiefes;tric generatio
and natural gas transportation and storage. THRCHEas jurisdiction over the rates and terms amdlitions of service governing the Utility’s electtransmission
operations and over the rates and terms and conslitif service governing the Utility on its intetst natural gas transportation contracts. Befetting rates, the CPU
and the FERC authorize the annual amount of revéneenue requirements”) that the Utility is autized to collect from its customers to recover@ssonable
operating and capital costs of providing utility\dees. The authorized revenue requirements atsage the Utility an opportunity to earn a retanm “rate base;” i.e.,
the Utility’s net investment in facilities, equipmteand other property used or useful in providititity service to its customers. The CPUC regsithe Utility to
maintain a certain capital structure (i.e., thatieé weightings of common equity, preferred equatyd debt) when financing its rate base and auzthe Utility to
earn a specific rate of return on each capital corept.

This is a combined quarterly report of PG&E Corpioraand the Utility and includes separate Condéridensolidated Financial Statements for each afethe
two entities. This combined Management's Discussiod Analysis of Financial Condition and Resuft©perations (“MD&A”) of PG&E Corporation and thetility
should be read in conjunction with the CondensedsGlidated Financial Statements and the Notesst@€tindensed Consolidated Financial Statementsdedlin this
Quarterly Report on Form 10-Q, as well as the MD&#¢ audited Consolidated Financial Statementstlalotes to the Consolidated Financial Statements
incorporated by reference into their combined Amiieport on Form 10-K for the year ended Decemie2809, is referred to in this Quarterly Reportramm 10Q as
the “2009 Annual Report.”

Significant developments that have occurred sihee2009 Annual Report was filed with the SEC onrkaty 19, 2010 are discussed in this Quarterly Regm
Form 10-Q.

Summary of Changes in Earnings per Common Share ankhcome Available for Common Shareholders for the Tiree Months Ended March 31, 2010

PG&E Corporation’s diluted earnings per common slfg&PS”) for the three months ended March 31, 2046 $0.67 per share, compared to $0.65 per share
for the same period in 2009. For the three moettted March 31, 2010, PG&E Corporation’s incomelabke for common shareholders increased by $1liamjlor
7%, to $258 million, compared to $241 million fbetsame period in 2009.

The increase in EPS and income available for comshaneholders as compared to the same period B1\286 primarily due to (1) an increase of $21 wnilli
after tax, that the Utility earned on higher auibed capital investments, (2) a $6 million, aftex,tdecrease in employee termination costs, (24andillion, after tax,
decrease in costs related to Diablo Canyon, theuatradtributable to the scheduled refueling outag2009, and (4) a $6 million, after tax, decremsemployee benefit
costs due to improved market performance on tiessita held to fund the employee benefits in 20litese positive factors were partially offset by$2p million of
costs incurred to support Proposition 16 - The Bgeps Right to Vote Act, (2) a $20 million decreasdeferred tax assets triggered by recent federalthcare
legislation which eliminated the tax deductibildf/the Medicare Part D federal subsidy, and (3)narease of $12 million, after tax, in storm- andage-related
expenses incurred in the three months ended MdrcR(0 as compared to the same period in 2009.
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Key Factors Affecting Results of Operations and Fiancial Condition

PG&E Corporation’s and the Utility’s results of eagons and financial condition depend primarilywinether the Utility is able to operate its busgesthin

authorized revenue requirements, recover its aizémbicosts timely, and earn its authorized rateetofrn. A number of factors have had, or are etqubto have, a
significant impact on PG&E Corporation’s and thdlityts results of operations and financial conditj including:

The Outcome of Regulatory Proceedings and the IhgddRatemaking Mechanisn During 2010, the CPUC will determine the amounteeenue
requirements the Utility is authorized to recowent 2011 through 2013 for its electric and natges distribution operations and its electric geti@ma
operations in the 2011 General Rate Case (“2011"B&@ from 2011 through 2014 for its natural gasisportation and storage services in the Gas
Transmission and Storage Rate Case. In additihgi Utility's most recent annual transmission ewfiTO”) rate case, the FERC will determine theoamt
of electric transmission revenues the Utility caoaver beginning in March 2011. The decisionsaddn the three associated rate cases will deterthim
majority of the Ultility’s base revenue requiremefats2011 and future years. In addition, the Utilias requested the CPUC or the FERC to authodiditi@nal
base revenue requirements for specific capital mipgre projects such as new power plants, newpgraded natural gas or electric transmission fasli the
installation of an advanced metering infrastructared other infrastructure improvements. (See f@@hgxpendituresbelow.) The outcome of these regulat
proceedings can be affected by many factors, imfudeneral economic conditions, the level of radesl political and regulatory policie

The Ability of the Utility to Control Costs Whileproving Operational Efficiency and ReliabilityThe Utility’s revenue requirements in gener# ieases and
TO rate cases are generally set at a level to alevJtility the opportunity to recover its basardécasted operating expenses as well as to eatora on equity
(“ROE") and recover depreciation, tax, and inteeegiense associated with authorized capital expgmedi Differences in the amount or timing of faasted
and actual operating expenses and capital expeeslitan affect the Utility’s ability to earn its G€-authorized rate of return and the amount of PG&E
Corporation’s income available for common sharetdd In addition, the Utility may incur higher thanticipated operating expenses than provideuhftre
last general rate case. The Utility continuoushprioritizes spending and seeks to achieve sudikdroperational efficiencies to maximize its dpitd earn its
authorized return while maintaining and improvirgemational safety and reliability. (See “Resuft©perations” below.) The Utility also seeks tokadhe
amount and timing of its capital expenditures csiesit with forecasted amounts and timing. Wheritalgxpenditures are higher than authorized levbks
Utility incurs associated depreciation, property, tnd interest expense but does not recover reseaioufully offset these expenses or earn an RGiEthe
increased capital expenditures are added to ratibduture rate cases. (&“Capital Expenditure’ below.)

Capital Structure and FinanciniThe CPUC has authorized a capital structure fottiley ’'s electric and natural gas distribution and eleg&neration rat
base that consists of 52% common equity and 48%atebpreferred stock. This authorized capitalcitre will remain in effect through 2012. The GPElsc
has authorized the Utility to earn a rate of refomreach component of its capital structure, indg@n ROE of 11.35%. These rates will remainfiact
through 2010. The rates for 2011 and 2012 aresstty) an annual adjustment mechanism that wiltiggered if the 12-month October-through-September
average Yield for the applicable Moody’s Invest®esvice utility bond index increases or decreagandre than 1% as compared to the applicable
benchmark. The amount of the Utility’s authorizeplity earnings is determined by the 52% equitymamment, the 11.35% ROE, and the aggregate amount of
rate base authorized by the CPUC. The rate oftréhat the Utility earns on its FERC-jurisdictibmate base is not specifically authorized, butsadre
designed to allow the Utility to earn a reasonahte of return. The Utilitys actual equity earnings could be more or lesscbase& number of factors, includi
the timing and amount of operating costs and chgipenditures. The CPUC periodically authorizesaggregate amount of long-term debt and gleont-deb
that the Utility may issue and authorizes the ttilo recover its related debt financing costse Tilming and amount of the Utilitg’future financing will deper
on various factors, as discussed in “Liquidity &mgiancial Resources” below. PG&E Corporation ragylcontributes equity to the Utility to maintaime
Utility 's CPUC-authorized capital structure. PG&E Corporation risaye debt or equity in the future to fund thespaity contributions

In addition to the key factors discussed above, E@®rporation’s and the Utility’s future resultsagerations and financial condition are subjectdio

factors. (See “Risk Factors” in the 2009 Annuap&e)
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CAUTIONARY LANGUAGE REGARDING FORWARD-LOOKING STATE MENTS

This report contains forward-looking statements #ra necessarily subject to various risks and imicdies. These statements are based on cuistmiages,

expectations, and projections about future evemdsaasumptions regarding these events and managehmwledge of facts as of the date of this répdihese
forward-looking statements relate to, among othettens, estimated capital expenditures; estimategi@mental remediation, tax, and other liabiitiestimates and
assumptions used in PG&E Corporation’s and thetWslcritical accounting policies; the anticipatedtcome of various regulatory and legal proceesjiegtimated

future cash flows; and the level of future equitydebt issuances. These statements are alsofieety words such as “assume,
“believe,

o

expect,” “interghlan,” “project,”
goal,” “potential,” and similar expression®G&E

o ” . " T "o ” o "o ” ” ” ”

estimate,” “target,” “predict,” “antiggate,” “aim,” “may,” “might,” “should,” “would,” “could,

Corporation and the Utility are not able to prediltthe factors that may affect future result@m® of the factors that could cause future resaoltiffer materially from
those expressed or implied by the forward-lookitagesnents, or from historical results, include, émgt not limited to:

the Utility’s ability to manage capital expenditar@nd its operating and maintenance expenses vaittiirorized levels;
the outcome of pending and future regulatory prdiregs and whether the Utility is able to timely oger its costs through rate

the adequacy and price of electricity and natuaal gupplies and whether the new-ahead, hot-ahead, and re-time wholesale electricity markets establis
by the California Independent System Operator (‘8@1) will continue to function effectively, the exit to which the Utility can manage and resporihéo
volatility of electricity and natural gas pricesidathe ability of the Utility and its counterpadito post or return collater:

explosions, fires, accidents, mechanical breakdotiwesdisruption of information technology and syss$, and similar events that may occur while opegatnc
maintaining an electric and natural gas systemlamnge service territory with varying geographiadiions that can cause unplanned outages, redureaating
output, damage the Utility’s assets or operatisobject the Utility to third-party claims for prapedamage or personal injury, or result in the d@sifion of
civil, criminal, or regulatory fines or penalties the Utility;

the impact of storms, earthquakes, floods, drougitdfires, disease, and similar natural disastergcts of terrorism or vandalism, that affecttoorser demand
or that damage or disrupt the facilities, operatjar information technology and systems ownechieyUtility, its customers, or third parties on white Utility
relies;

the potential impacts of climate change on theity’s electricity and natural gas busines:

changes in customer demand for electricity andrabgas resulting from unanticipated populatiorvgioor decline, general economic and financial rag
conditions, changes in technology that includediireclopment of alternative technologies that enebbomers to increase their reliance on self-gsiver, or
other reasons

the occurrence of unplanned outages at the Us two nuclear generating units at the Diablo Carjower Plant“Diablo Canyo"), the availability of nuclea
fuel, the outcome of the Utility’s application terrew the operating licenses for Diablo Canyon,@otdntial changes in laws or regulations promuldjatethe
NRC or environmental agencies with respect to tbeage of spent nuclear fuel, security, safetygther matters associated with the operations &il®
Canyon;

whether the Utility can operate efficiently to aeé cost savings and identify and successfully émgint additional sustainable ¢-saving measure

whether the Utility earns incentive revenues ouismbligations under incentive ratemaking mechmagjsuch as the CPU's incentive ratemaking mechani:
relating to energy savings achieved through impleaten of the utilitie’ customer energy efficiency prograr

the impact of federal or state laws, or their iptetation, on energy policy and the regulationtdities and their holding companies;

whether the Utility can successfully implementgtegram to install advanced meters for its ele@nd natural gas customers and integrate the neersneith
its customer billing and other systems, the outcofitee independent investigation ordered by th&JCRnd the California Legislature into customeraans
about the new meters, and the ability of the Wtilit implement various rate changes including “dyitapricing” by offering electric rates that carryavith the
custome’s time of use and are more closely aligned withlegade electricity prices

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

the outcome of litigation, including litigation inlving the application of various California wagedahour laws, and the extent to which PG&E Corporabr
the Utility incurs costs and liabilities in conniect with litigation that are not recoverable thrbugtes, from insurance, or from other third pari

the ability of PG&E Corporation, the Utility, anduenterparties to access capital markets and othecas of credit in a timely manner on acceptaiies;
the impact of environmental laws and regulatiors e costs of compliance and remediation;

the loss of customers due to various forms of byasl competition, including municipalization oéthtility’s electric distribution facilities, increasing lév
of “direct access” by which consumers procuretelgty from alternative energy providers, and implentation of “community choice aggregation,” which
permits cities and counties to purchase and ssdtrétity for their local residents and businessesi

the outcome of federal or state tax audits andntipact of changes in federal or state tax lawsgci@s, or regulations

For more information about the significant riskatthould affect the outcome of these forward-loglkstatements and PG&E Corporation’s and the Uslity

future financial condition and results of operatipsee the discussion in the section entitled “Risétors’in the 2009 Annual Report. PG&E Corporation arel thility
do not undertake an obligation to update forwamkiog statements, whether in response to new irdtom, future events, or otherwise.
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RESULTS OF OPERATIONS

The table below details certain items from the agganying Condensed Consolidated Statements of la¢onthe three months ended March 31, 2010 and

2009:

(in millions)
Utility
Electric operating revenus
Natural gas operating revent
Total operating revenues
Cost of electricity
Cost of natural ga
Operating and maintenan
Depreciation, amortization, and decommissior
Total operating expens:
Operating incom:
Interest incom:
Interest expens
Other (expense) income, net
Income before income tax
Income tax provisiol
Net Income
Preferred dividend requirement
Income available for common stock

PG&E Corporation, Eliminations, and Other ()
Operating revenue

Operating expenst

Operating los:

Interest incom:

Interest expens

Other expense, n

Loss before income tax

Income tax benefi

Net (loss) gair

Consolidated Total

Operating revenue

Operating expenst

Operating incom:

Interest incom:

Interest expens

Other (expense) income, net

Income before income tax

Income tax provisiol

Net Income

Preferred dividend requirement of subsidiary
Income available for common shareholders

(1) PG&E Corporation eliminates all intercompany trantiems in consolidatior

Three Months ended March 31

2010 2009
$ 251 $ 2,42¢
96E 1,00¢

3,47t 3,431

92( 882

49t 557

99¢ 1,05¢

451 41¢

2,85¢ 2,91¢

61¢ 51z

2 9

(15€) 179

(6) 21

45¢ 37C

198 131

264 23¢

3 3

$ 261 $ 23€
$ -3 -
1 -

(1) =

(12 (8

- €)

13 a1)

(10) (16)

$ @ $ 5
$ 3478 $ 3,431
2,857 2,91¢

61t 51z

2 9

(16€) (181)

(6) 18

44¢ 35¢

18¢ 11F

261 244

3 3

$ 25¢ $ 241




Utility

The following presents the Utility’s operating réésdor the three months ended March 31, 2010 &892
Electric Operating Revenues

The Utility’s electric operating revenues consisamounts charged to customers for electricity gatien and for electric transmission and distribatservices,
as well as amounts charged to customers to retogeost of electric procurement, and public puepesiergy efficiency, and demand response progrdine.Utility
provides electricity to residential, industrial riggltural, and small and large commercial custankrough its own generation facilities and thropglver purchase
agreements with third parties. In addition, aiporpf the Utility’s customers’ demand for elecityc(“load”) is satisfied by electricity providechder long-term
contracts between the California Department of WREsources (“DWR”) and various power suppliers.

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

Three Months Ended

March 31,
(in millions) 2010 2009
Electric operating revenus $ 2,86 $ 2,821
DWR pas-through revenue® (35€) (39E)
Total electric operating revenues $ 251C $ 2,42¢

(@) The Utility acts as a billing and collection agentbehalf of the DWR and remits the amounts cadleéétom customers to the
DWR. The Utility's electric operating revenues are reflected néteoamounts remitted to the DW

The Utility’s total electric operating revenuesrieased by $84 million, or 3%, in the three montideel March 31, 2010 compared to the same periadoe,
reflecting an increase in revenues to recover tisé @f electricity. The cost of electricity, whigitreased by $37 million in the three months erdadch 31, 2010, is
passed through to customers and does not impattamehe. (See “Cost of Electricity” below.) Elgctoperating revenues, excluding the cost of el@tt, increased
by $47 million. This was primarily due to a $17lion increase for the 2010 attrition adjustmend &33 million to recover the capital costs of nesseds placed in
service and the associated rate of return.

The Utility’s electric operating revenues for fugurears are expected to increase, as authorizéteiyERC in the TO rate cases and by the CPUGI2B1 1
GRC. Additionally, the Utility’s future electricp@rating revenues will be impacted by the costexdtacity. The Utility also expects to continwedollect revenue
requirements to recover capital expenditures rélatespecific projects approved by the CPUC, sischeav Utility-owned generation projects. Revenuiisincrease to
the extent that the CPUC approves the Utility’sgmsals for other capital projects. (See “Capitgddnditures” below.) Revenue requirements assatiaith new or
expanded public purpose, energy efficiency, andastelmesponse programs will also impact electricatpey revenues. Finally, the CPUC has not yetmeined how
the existing energy efficiency incentive mechanigithbe modified, so the amount of incentive reveathe Utility may earn for the implementationtsfprograms in
2009 and future years is uncertain. (See “Reguyd¢tatters” below.)

Cost of Electricity

The Utility’s cost of electricity includes costsparchase power from third parties, certain trassion costs, the cost of fuel used in its genardtoilities, and
the cost of fuel supplied to other facilities untiling agreements. The Utility’s cost of elecity also includes realized gains and losses arepisk management
activities. (See Note 7 of the Notes to the CosddrConsolidated Financial Statements.) The Yslitost of electricity is passed through to custesn The Utility's
cost of electricity excludes non-fuel costs asdediavith the Utility’'s own generation facilities hich are included in Operating and maintenance resg@e the
Condensed Consolidated Statements of Income. dsteo€electricity provided to the Utility custonsaunder power purchase agreements between the Did/Rasious
power suppliers is also excluded from the Utilitgtsst of electricity.
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The following table provides a summary of the Wtk cost of electricity and the total amount andrage cost of purchased power:

Three Months Ended

March 31,
(in millions) 2010 2009
Cost of purchased pow $ 84z $ 83¢
Fuel used in own generation faciliti 78 44
Total cost of electricity $ 92C $ 882
Average cost of purchased power per kiWh $ 0.08: $ 0.08:
Total purchased power (in millions of kWh) 10,115 10,22¢

@ Kilowatt-hour.

The Utility’s total cost of electricity increaseg B37 million, or 4%, in the three months ended &fia81, 2010 compared to the same period in 2009 apity
due to an increase in the amount of fuel usedsiowin generation facilities. The Utility generatedre electricity in the three months ended Marth2®10 as
compared to the same period in 2009 when thereawefiieling outage at Diablo Canyon. In additidume to the expiration of a DWR power purchase emhtt the en
of 2009, the Utility increased the use of its ovemegration facilities, such as the new Gateway Geimgr Station, during the three months ended M&fg2010 to meet
customer demand previously satisfied with elediriprovided under the DWR contract. The Utility'sx of resources is determined by the availabiityhe Utility’s
own electricity generation and the cost-effectivenef each source of electricity.

Various factors will affect the Ultility’s future sbof electricity, including the market prices &ectricity and natural gas, the level of hydrotieand nuclear
power that the Utility produces, the cost of pramgmore renewable energy, changes in customermignaad the amount and timing of power purchasedetto
replace power previously supplied under the DWRremts as those contracts expire or are terminatadited, or renegotiated.

The Utility’s future cost of electricity also mag laffected by federal or state legislation or rdifeg may be adopted to regulate the emissionseafindnouse
gases (“GHG") from the Utility’s electricity geneiag facilities or the generating facilities fromhigh the Utility procures electricity. In partieul costs are likely to
increase in the future when California’s statewB¢G emissions reduction law is implemented. (S&e/fronmental Matters” below.)

Natural Gas Operating Revenues

The Utility sells natural gas, natural gas transgi@n services, and natural gas storage servitks.Utility’s transportation services are providada

transmission system and a distribution system. tidresmission system transports gas throughosertsce territory for delivery to the Utility’s digbution system,

which, in turn, delivers natural gas to end-useamsrs. The transmission system also deliversalagas to large end-use customers who are corthdirertly to the
transmission system. In addition, the Utility delis natural gas to off-system markets, primarilgauthern California.

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

Three Months Ended

March 31,
(in millions) 2010 2009
Bundled natural gas revent $ 87t $ 92z
Transportation servi-only revenue: 90 82
Total natural gas operating revenues $ 96t $ 1,00¢
Average bundled revenue per Mbfof natural gas sold $ 9.21 $ 9.14
Total bundled natural gas sales (in millions of Mcf 95 101

(1) One thousand cubic fet
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The Utility’s total natural gas operating revendesreased by $40 million, or 4%, in three montideerMarch 31, 2010 compared to the same perio608,2
primarily due to a $62 million decrease in the ftotest of natural gas partially offset by a $9 ioill increase in the cost of public purpose prograiitsese costs are
passed through to customers and do not impachoetrie. (See “Cost of Natural Gas” below.) Natges operating revenues, excluding items passedghrto
customers, increased by $13 million primarily do@n increase in authorized base revenues comps@t@010 attrition adjustments and base revensiesrasult of the
2007 Gas Accord IV Settlement Agreement.

The Utility’s future natural gas operating revenuéis depend on the amount of revenue requiremantiorized by the CPUC in the Utility’s 2011 GRGlan
the Gas Transmission and Storage rate case. R&gilatory Matters” below.) In addition, the Utilexpects future natural gas operating revenu@gtease to the
extent that the CPUC approves the Utiktgeparately funded projects. Finally, the CPUSr yet determined how the existing energy efficy incentive mechanis
will be modified, so the amount of incentive reveathat the Utility may earn for the implementatidrits programs in 2009 and future years is udert(See
“Regulatory Matters” below.)

Cost of Natural Gas

The Utility’s cost of natural gas includes the gase costs of natural gas, transportation coststerstate pipelines, and gas storage costs bligesthe
transportation costs on intrastate pipelines foe @nd non-core customers, which are included ier&mg and maintenance expense in the Condensesb(tated
Statements of Income. The Utility’s cost of natgras also includes realized gains and lossesioa psk management activities. (See Notes 7 aoitiBe Notes to the
Condensed Consolidated Financial Statements.)

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

Three Months Ended

March 31,
(in millions) 2010 2009
Cost of natural gas so $ 444 % 51t
Transportation cost of natural gas sold 51 42
Total cost of natural gas $ 49t $ 557
Average cost per Mcf of natural gas s $ 4.67 $ 5.1C
Total natural gas sold (in millions of Mc 95 101

The Utility’s total cost of natural gas decreasgdbb2 million, or 11%, in the three months endedde81, 2010 compared to the same period in 2009,
primarily due to the $49 million refund the Utilitgceived in the first quarter of 2010 in settlet&frlitigation related to the manipulation of thatural gas market by
third parties during 1999-2002, partially offsethigher market prices for natural gas, which agspd through to customers and do not impact netriac

The Utility’s future cost of natural gas will befedted by the market price of natural gas and chsgcustomer demand. In addition, the Utilitiyiture cost
of gas may be affected by federal or state legisiair rules to regulate the GHG emissions fromUkibty’s natural gas transportation and distrilout facilities and
from natural gas consumed by the Utility’s custosner

Operating and Maintenance

Operating and maintenance expenses consist mdittg dJtility’s costs to operate and maintain isctricity and natural gas facilities, custometihg and
service expenses, the cost of public purpose pmugrand administrative and general expenses.

The Utility’s operating and maintenance expensedyding costs passed through to customers) desatdns$69 million, or 7%, in the three months ended
March 31, 2010 compared to the same period in 2@%ing the three months ended March 31, 2010pé&ssthrough costs of public purpose programs increayefiz
million as compared to the level of program spegdimnthe same period in 2009. Excluding costsgmhssrough to customers, operating and maintenexpenses
decreased by $76 million, including a $49 milliceccease in labor costs as compared to the sanwlper2009 when there was a refueling outage ablDi@anyon, a
$10 million decrease in employee benefit coststdumproved market performance on trust assetstbefighd the employee benefits in 2010 as compar@909, a $1
million decrease in the Utility’s uncollectible ¢amer accounts as a result of customer outreaclnaneased collection efforts, and a $10 milliocréase in severance
costs as compared to the same period in 2009 plyndlate to employee severance costs that wereriedun connection with the consolidation of songioeal
facilities. These decreases were partially offise$21 million of higher costs related to the Jag010 winter storms.
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The Utility anticipates that it will incur higheosts in the future to improve the safety and rdiigtof its electric and natural gas system infrasture and to
maintain its aging electric distribution systemheTUtility also expects that it will incur highexpenses in future periods to obtain permits or dgmyith permitting
requirements, including costs associated with rem@WERC licenses for the Utility’s hydroelectriergeration facilities. To help offset these inceshsosts, the Utility
intends to continue its efforts to identify and lempent initiatives to achieve operational efficigscand to create future sustainable cost savings.

Depreciation, Amortization, and Decommissioning

The Utility’s depreciation and amortization expewsesists of depreciation and amortization on péentt regulatory assets, and decommissioning expense
associated with fossil and nuclear decommissionifige Utility’s depreciation, amortization, and deamissioning expenses increased by $32 millio®%r in the
three months ended March 31, 2010, as comparéx teaime period in 2009, primarily due to an in@éasuthorized capital additions.

The Utility’s depreciation expense for future pesds expected to increase as a result of an dvwecatase in net capital additions. Additionaligpreciation
expense in subsequent years will be determineditiaseates set by the CPUC in the 2011 GRC an8@hé Gas Transmission and Storage rate case, ahe RERC
in future TO rate cases.

Interest Income

In the three months ended March 31, 2010, thetisilinterest income decreased by $7 million, o¥%67&s compared to the same period in 2009, priyndrié
to lower interest rates affecting various regukatealancing accounts and lower balances in thoseusts. In addition, interest income decreasedalmver interest
rates earned on funds held in escrow and a lowanba of funds held in escrow, pending the disposibf disputed claims that had been made in thigyk
proceeding under Chapter 11 of the U.S. Bankru@tmge (“Chapter 11”). See Note 10 of the Notes to the Condensed Congatidnancial Statements for informat
about the Chapter 11 disputed claims.)

The Utility’s interest income in future periods lile primarily affected by changes in the balaniciieds held in escrow pending resolution of the@ter 11
disputed claims, changes in regulatory balancimgaats, and changes in interest rates.

Interest Expense

In the three months ended March 31, 2010, thetisilinterest expense decreased by $17 milliori,086, as compared to the same period in 2009. Wés
primarily attributable to lower interest rates andstanding balances on liabilities that the Utilitcurs interest expense on (such as the liabdityChapter 11 disputed
claims and various regulatory balancing accoundsragulatory assets). This decrease was partéBgt by interest accrued on higher outstandirigrizas of long-
term debt due to the timing of senior note issuan¢&ee Note 4 of the Notes to the Condensed Gdatml Financial Statements for further discus3ion

The Utility’s interest expense in future perioddl e impacted by changes in interest rates, chaimgthe liability for Chapter 11 disputed claimbanges in
regulatory balancing accounts and regulatory asaetschanges in the amount of debt outstanditgngsterm debt matures and additional long-ternt éeb
issued. (See “Liquidity and Financial Resourcesdty.)

Other (Expense) | ncome, Net

The Utility’s other expense, net increased by $27 million2864, in the three months ended March 31, 2010orpared to the same period in 2009, prim:
due to costs incurred to support the CaliforniggsdayersRight to Vote Act, a California ballot initiativehich would propose requiring local governmentsdamgote
support before using taxpayer money to establistigt service. These costs are not recovereat@sr

The Utility estimates it will incur approximately® million in the remainder of 2010 to support tB&lifornia ballot initiative.
Income Tax Provision

The Utility’s income tax provision increased by $®&lion, or 49%, for the three months ended MaB&h 2010, as compared to the same period in 2008.
effective tax rates for the three months ended M&dc 2010 and 2009 were 42.4% and 35.3%, respéctiThe increase in the effective tax rate fot@Was primarily
due to non-deductible expenses incurred to supiperballot initiative discussed above and the realesf a deferred tax asset that had been recoodedect the future

tax benefits attributable to the Medicare Part Bssly after 2012 which were eliminated as partefrecently passed Federal healthcare legislafiesgu during March
2010. (See Note 11 of the Notes to the Condenseddlidated Financial Statements for a discussidiax Matters.”)
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PG&E Corporation, Eliminations, and Other
Operating Revenues and Expenses

PG&E Corporation’s revenues consist mainly of bdb to its affiliates for services rendered, alwbifich are eliminated in consolidation. PG&E Cagimn’s
operating expenses consist mainly of employee cosgi®mn and payments to third parties for goodssamdices. Generally, PG&E Corporation’s operagrgenses
are allocated to affiliates. These allocationsraagle without mark-up and are eliminated in codsdion. PG&E Corporation’s interest expense relétdts 9.50%
Convertible Subordinated Notes and 5.8% Senior$\ated is not allocated to affiliates.

There were no material changes to PG&E Corporatioperating income in the three months ended Mai¢i2010, as compared to the same period in 2009.
LIQUIDITY AND FINANCIAL RESOURCES
Overview

The Utility’s ability to fund operations depends thee levels of its operating cash flow and acceghé capital markets. The levels of the Utilitpjzerating
cash and short-term debt fluctuate as a resubaganal demand for electricity and natural gagtility in energy commodity costs, collateral reguents related to
price risk management activity, the timing and amaf tax payments or refunds, and the timing dfeceof regulatory decisions and financings, amotiger
factors. The Utility generally utilizes equity dabutions from PG&E Corporation and long-term seninsecured debt issuances to fund debt matuaitid<apital
expenditures and to maintain its CPUC-authorizgitakstructure. The Utility relies on short-tedabt, including commercial paper, to fund tempofargncing
needs. The Utility has a short-term borrowing atiti of $4.0 billion, including $500 million thas restricted for use in certain contingencies.

PG&E Corporation’s ability to fund operations, maiaheduled principal and interest payments, refieatebt, fund Utility equity contributions as negder
the Utility to maintain its CPUC-authorized capiaiucture, and make dividend payments primarilyeshels on the level of cash distributions receivethfthe Utility
and PG&E Corporation’s access to the capital market
Credit Facilities

The following table summarizes PG&E Corporationisl ghe Utility’s outstanding commercial paper anedit facilities at March 31, 2010:

(in millions)
Letters of Commercial

Authorized Termination Facility Credit Cash Paper

Borrower Facility Date Limit Outstanding  Borrowings Backup Availability
PG&E Revolving credi
Corporatior facility February 201: $ 1870 $ S - N/A $ 187

Revolving credit

Utility facility February 2012 1,94(@ 26E - $ 751 924
Total credit facilities $ 212 $ 26 $ - $ 751 $ 1,111

M Includes an $87 million sublimit for letters of ditand a $100 million sublimit fc*swingline” loans, defined as loans that .
made available on a sa-day basis and are repayable in full within 30 d.
@ Includes a $921 million sublimit for letters of ditand a $200 million sublimit for swingline loat

At March 31, 2010, PG&E Corporation and the Utilitgre in compliance with all covenants under threselving credit facilities.
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2010 Financings

On April 1, 2010, the Utility issued $250 milliori 5.8% Senior Notes due March 1, 2037. The proeéean this issuance were used to repay a portion o
outstanding commercial paper.

On April 8, 2010, the California Infrastructure aBdonomic Development Bank issued $50 million aféaempt pollution control bonds series 2010E due o
November 1, 2026 for the benefit of the Utility.eThroceeds were used to refund the correspondihgipo control bonds issued in 2005, which wereghased by th
Utility in 2008. The series 2010E bonds bear egent 2.25% per year through April 1, 2012 andsatgect to mandatory tender on April 2, 2012 ptiee of 100% of
the principal amount plus accrued interest. THeeahis series of bonds may be remarketed irealfor variable rate mode. Interest is payabieissnually in arreal
on April 1 and October 1.

In addition, PG&E Corporation issued 306,987 shafeommon stock upon the exercise of employeekstiptions and under its 401(k) plan and Dividend
Reinvestment and Stock Purchase Plan, generatihgilon of cash through March 31, 2010. PG&E @anation also contributed $20 million of cash te thtility
through March 31, 2010 to ensure that the Utiliid ladequate capital to fund its capital expendstared to maintain the 52% common equity ratio aigbd 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, the timamgl
amount of forecasted capital expenditures, anéiheunt of cash internally generated through nobmainess operations, among other factors. ThéyHifuture
financing needs will also depend on the timinghaf tesolution of the Chapter 11 disputed claimstaacamount of interest on these claims that thigyJwill be
required to pay. (See Note 10 of the Notes tdhedensed Consolidated Financial Statements.)

PG&E Corporation may issue debt or equity in thterfeito fund the Utility’s operating expenses aagital expenditures to the extent that internaéiperated
funds are not available. Assuming that PG&E Caafion and the Utility can access the capital marketreasonable terms, PG&E Corporation and thayUielieve
that the Utility’s cash flow from operations, exigf sources of liquidity, and future financings Mgitovide adequate resources to fund operatingities, meet
anticipated obligations, and finance future camtadenditures.

Dividends

During the three months ended March 31, 2010, PG&Eporation paid common stock dividends of $0.42gbare, totaling $157 million. On February 17,
2010, the Board of Directors of PG&E Corporatiorldesd a dividend of $0.455 per share, totalingdt@lion, which was paid on April 15, 2010 to seholders of
record on March 31, 2010.

During the three months ended March 31, 2010, tfiléypaid common stock dividends totaling $179liah to PG&E Corporation.

During the three months ended March 31, 2010, tfilgypaid dividends to holders of its outstandiseries of preferred stock totaling $4 million. Bebruary

17, 2010, the Board of Directors of the Utility tired a dividend totaling $3 million on its outstiang series of preferred stock, payable on May2080, to
shareholders of record on April 30, 2010.
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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 expsnosésas
depreciation that do not require the use of cash.

The Utility’s cash flows from operating activitiés the three months ended March 31, 2010 and 2@08 as follows:

Three Months Ended

March 31,
(in millions) 2010 2009
Net income $ 264 $ 23¢
Adjustments to reconcile net income to net cashkigeal by operating activitie:
Depreciation, amortization, and decommissior 491 45€
Allowance for equity funds used during construct (28) (25)
Deferred income taxes and tax credits, 13¢ 234
Other changes in noncurrent assets and liabi (98) (48)
Effect of changes in operating assets and liadsi
Accounts receivabl 114 29¢
Inventories 59 16€
Accounts payabl 94 (207)
Income taxes receivable/paya 77 95
Regulatory balancing accounts, (377) (180
Other current asse 35 34
Other current liabilitie: (387 (386)
Other 26 1
Net cash provided by operating activities $ 406 $ 777

In the three months ended March 31, 2010, net pashded by operating activities decreased by #88Bon compared to the same period in 2009, prilpar
due to tax refunds received in 2009 of $163 millidth no similar refunds in 2010. These refundsresented the Utility’s portion of the settlemehthe IRS audits of
PG&E Corporation’s consolidated tax returns foryaars 2001 through 2004. In addition, operatighdiows decreased due to an increase of $4mili net
collateral paid by the Utility related to pricekimianagement activities in 2010. Collateral pagalaind receivables are included in Other changesriourrent assets
and liabilities, Other current assets, and Otherecu liabilities in the table above. (See Notef The Notes to the Condensed Consolidated FineStaéements.) The

remaining decreases in cash flows from operatitigiies consisted of miscellaneous other changesperating assets and liabilities due to timirf(edénces and
seasonality.

The decrease in cash flows from operating actwiias partially offset by $57 million that the §ilrefunded to customers in 2009 with no similefiund in
2010.

Various factors can affect the Utiliyfuture operating cash flows, including the timafgash collateral payments and receipts relatguite risk manageme

activity. The Utility’s cash collateral activityilvfluctuate based on changes in the Utility’s netdit exposure to counterparties which primadiépends on electricity
and gas price movement.

The Utility’s operating cash flows also will be imgted by electricity procurement costs and thentinaf rate adjustments authorized to recover these
costs. The CPUC has established a balancing acomehanism to adjust the Utility’s electric ratdsenever the forecasted aggregate over-collectionsder-
collections of the Utility’s electric procuremerusts for the current year exceed 5% of the Utsifyfior-year generation revenues, excluding geioeratvenues for
DWR contracts. The Utility updated its forecas?®d 0 electricity procurement costs in November 28@9nclusion in the annual electric true-up predmg, which

adjusted electric and gas rates on January 1, 200 reflect over- and under-collections in thiity’s major electric and gas balancing accouatsd (2) implement
various other electricity and gas revenue requirgrokanges authorized by the CPUC and the FERC.
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Investing Activities

The Utility’s investing activities consist of construction efinand replacement facilities necessary to deaée and reliable electricity and natural gas ses
to its customers. Cash used in investing actwitiepends primarily upon the amount and timindnefutility’s capital expenditures, which can beeated by many
factors, including the timing of regulatory apprtsyahe occurrence of storms and other events rgusitages or damage to the Utility’s infrastruetand the
completion of electricity and natural gas relidigiimprovements projects. Cash used in investaityities also includes the proceeds from salasunfear

decommissioning trust investments largely offseti®yamount of cash used to purchase new nucleandeissioning trust investments.
The Utility’s cash flows from investing activitiéar the three months ended March 31, 2010 and 2668 as follows:

Three Months Ended

March 31,

(in millions) 2010 2009

Capital expenditure $ (85%) $ (1,079
Decrease in restricted ca 4 11
Proceeds from sales of nuclear decommissioningj itrusstment: 337 387
Purchases of nuclear decommissioning trust invess (343 (412)
Other 5 2
Net cash used in investing activitie $ (852) $ (1,09)

Net cash used in investing activities decrease®23® million in the three months ended March 31,2Gompared to the same period in 2009. This dsere

was primarily due to a decrease of $224 milliogapital expenditures as a result of the timingagfi@l projects.

Future cash flows used in investing activitieslargely dependent on expected capital expenditu@se “Capital Expenditures” below and in the 26@@ual

Report for further discussion of expected spendimg) significant capital projects.)
Financing Activities
The Utility’s cash flows from financing activitider the three months ended March 31, 2010 and 2@08 as follows:

Three Months Ended

March 31,

(in millions) 2010 2009

Borrowings under revolving credit facili $ - 8 30C
Repayments under revolving credit facil - (300)
Net issuance of commercial paper, net of discoti2amillion in 2009 41€ 96
Proceeds from issuance of l-term debt, net of discount and issuance costs fdillion in 2009 - 53¢
Long-term debt matured or repurchas - (600)
Energy recovery bonds matur (93 (89
Preferred stock dividends pe 4 (©)]
Common stock dividends pa (179 (15€)
Equity contributior 20 52¢
Other 8 2
Net cash provided by financing activities $ 17C $ 31€

In the three months ended March 31, 2010, net pashded by financing activities decreased by $aviion compared to the same period in 2009. Cash
provided by or used in financing activities is @mivby the Utility’s financing needs, which depemdtioe level of cash provided by or used in opegaéictivities and the
level of cash provided by or used in investing\atieis. The Utility generally utilizes long-ternesior unsecured debt issuances and equity coritiitsufrom PG&E
Corporation to fund debt maturities and capitalemgitures and to maintain its CPUC-authorized ehpttucture, and relies on short-term debt to fiemiporary

financing needs.
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PG&E Corporation

With the exception of dividend payments, interestnmon stock issuance, the issuance of 5.75% SHi@s in the principal amount of $350 million irakt¢h
2009, net tax refunds of $131 million in 2009, archsactions between PG&E Corporation and thetytiRG&E Corporation had no material cash flowsastand-
alone basis for the three months ended March 310 26d 2009.

CONTRACTUAL COMMITMENTS

PG&E Corporation and the Utility enter into conttaad commitments in connection with business atiéisi These future obligations primarily relate to
financing arrangements (such as long-term debtepesl stock, and certain forms of regulatory ficiag), purchases of electricity and natural gasftomers,
purchases of transportation capacity, purchasesnefwvable energy, and the purchase of fuel andpmatation to support the Utility’s generation aittes. In addition
to those commitments disclosed in the 2009 AnnigldR and those arising from normal business dietsyithe Utility issued $250 million of senior eston April 1,
2010, and entered into a loan agreement to reagdlfornia Infrastructure and Economic Developtrank which issued $50 million of tax-exempt ptatm control
bonds on behalf of the Utility on April 8, 2010R€fer to the 2009 Annual Report, the Liquidity &idancial Resources section of the MD&A and Notesd 11 of the
Notes to the Condensed Consolidated Financial igtatts.)

CAPITAL EXPENDITURES

Most of the Utility’s revenue requirements to reeoforecasted capital expenditures are authorizé¢lde GRC, TO, Gas Transmission and Storage rate
cases. (See “Regulatory Matters” below.) Theitytdlso collects additional revenue requiremeatsetover capital expenditures related to projg@shave been
specifically authorized by the CPUC, such as newgyglants, gas or electric transmission projeantsl, the SmartMetéM advanced metering infrastructure. The
Utility’s proposals for significant capital projecthat have been submitted for CPUC approval aeudsed in the 2009 Annual Report. Recent devedafsrin
authorized or proposed capital projects since @@ 2Annual Report was filed are discussed below.

As previously disclosed, PG&E Corporation, throltgtsubsidiary, PG&E Strategic Capital, Inc., alavith Fort Chicago Energy Partners, L.P. and Wftisa
Gas Pipeline Company, LLC, have been jointly purguhe development of the proposed Pacific Connégés Pipeline, an interstate gas transmissiorip@that
would connect with the proposed liquefied natued §'LNG”) terminal in Coos Bay, Oregon being deypsd by Fort Chicago Energy Partners, L.P., as lead
investor. The construction of the pipeline is degent upon the construction of the LNG terminal.Diecember 2009, the FERC issued an order to am¢hconstructio
and operation of the LNG terminal and the pipelifibere are additional federal, state, and locahfie and authorizations that must be obtainedreefonstruction can
proceed. In addition, commitments must be obtafrad LNG suppliers and shippers under long-termtigzts of sufficient volumes to justify moving ¥eard with
construction of the LNG terminal and the pipeliriéhe desire of LNG suppliers to make such commitsiendependent on the world market for LNG, thegin
various markets compared to the U.S. price, andvkeall level of supply and demand for LNG. letd.S., the gas supply landscape has changed eocaisig since
the LNG terminal and pipeline were first contemgtht Enhanced drilling techniques have increasedsaco shale gas and created significant gas/essehich may
decrease the need for LNG sourced natural gasuéls, PG&E Corporation cannot predict whether gootibn of the proposed LNG terminal and associaipdline
will occur nor whether PG&E Corporation will conti@ to invest in the proposed pipeline project.

Proposed Renewable Energy Development

On April 22, 2010, the CPUC voted to issue a fitedision approving the Utility’s five-year proposalbuild up to 250 MW of renewable generation teses
based on solar photovoltaic (“PV”) technology antke into power purchase agreements for an addit@50 MW of PV generation resources following anwal
request for offers (“RFQO”) for third parties to adep PV facilities. The CPUC authorized the Uyilib recover the actual capital costs to developogb0 MW of solar
PV generation facilities, subject to a correspogdiap of up to $1.45 billion. If total capital teexceed the cost cap, the Utility could only kexcsuch costs after
obtaining CPUC approval. The CPUC also establistrethcentive mechanism that allows the Utilityrellders to retain 10% of the savings if the dcuarage per-
kilowatt capital cost of the Utility-owned programless than $3,920.00 per kilowatt. The remai®@&o of any such savings would be passed throughgstmmers. As
the Utility’s new PV facilities begin commercial @tion, the project costs would be included inUiéty’s rate base, as the Utility had proposadd the Utility would
be entitled to earn a rate of return on the adufitioate base. The Utility intends to begin an R&Qhe power purchase agreement portion of thgnam and a separ:
RFO to request third parties to submit proposateteelop and construct the Utility-owned portiortted program after the CPUC approves the implentientdetails of
each RFO.
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OFF-BALANCE SHEET ARRANGEMENTS

PG&E Corporation and the Utility do not have anftlidlance sheet arrangements that have had, ce@senably likely to have, a current or future mate
effect on their financial condition, changes irefiicial condition, revenues or expenses, resuldperations, liquidity, capital expenditures, oritalpresources.

CONTINGENCIES

PG&E Corporation and the Utility have significamintingencies; including Chapter 11 disputed claitaws matters, legal matters, and environmentalerstt
which are discussed in Notes 10 and 11 of the Niotése Condensed Consolidated Financial Statements

REGULATORY MATTERS
This section of MD&A discusses significant regulgtdevelopments that have occurred since the 200fual Report was filed with the SEC.
2011 General Rate Case Application

On May 5, 2010, the CPUC's Division of Ratepayevdchtes (“DRA”) submitted testimony in the Utiligs2011 GRC recommending that the Utility’s 2011
revenue requirements be set at a level approxiyn#834 million lower than the Utility’s request.h&@ DRA'’s submission of testimony is part of theulag process in
every GRC proceeding. The Utility’'s December 2102 GRC application requested a $1.10 billion rereeincrease, including $53 million of revenue reepnents for
costs related to the new wholesale electricity merkn California and to implement new electriesabased on “dynamic pricing.” The requested regencrease is
comprised of increases in electricity distributiatility-owned generation and gas distribution mawe requirements of $557 million, $331 million, é&1L.3 million,
respectively. The DRA’s recommendation would resub total revenue requirement increase of $2fifomcomprised of electricity distribution andility-owned
generation increases of $176 million and $57 milli@spectively, and a gas distribution revenueirement reduction of $6 million.

The $874 million difference between the Ultilitylsquest and the DRA's recommendation reflects rémhin all cost categories including operating and
maintenance costs, administrative and general eepamd capital investments. Among other assumpts to future costs which differ from the Utiktyequest, the
DRA has assumed that the Utility would connect fleetestomers, undertake less preventative maintenamel replace aging equipment more slowly. Th&DRs als:
recommended reductions in employee benefit costotrer overhead costs. The DRA recommends furttiedtility’s electric and gas distribution, andising
electric generation capital expenditures at $2libhiin 2011, as compared to the Utility’s projiect of average annual capital expenditures of $2lion from 2011 to
2013. (Capital expenditures related to the GR@atdnclude projected capital spending relateeléatric and gas transmission and other separtatetied capital
projects such as proposed new generation resources.

The DRA has recommended attrition increases of $iilln for 2012 and $107 million for 2013, base forecasted increases in the consumer price jraex
compared to the Ultility’s forecasted attrition ieases of $275 million in 2012 and $343 million 01.3.

According to the CPUC'’s procedural schedule, addéi testimony from other parties must be submitiedlay 19, 2010. The schedule contemplates hgsrin
to be held this summer, followed by a proposedsiecito be released by November 16, 2010 and h@iRE/C decision to be issued by December 16, 2010.

PG&E Corporation and the Utilitygarnable to predict the amount of the revenue reménts that the CPUC will authorize or whetherdimeent schedule
will be maintained.

Electric Transmission Owner Rate Cases

On March 31, 2010, the Utility requested that tBRE approve an uncontested settlement in the Y&ilitO rate case that was filed on July 30, 200Be
settlement proposes to set an annual retail basaue requirement of $875 million effective Marct2@10. The Utility has reserved the differenceMeen revenues
based on rates requested by the Utility in its @@ application which were used in the scheduledlinerease effective March 1, 2010, and expecteenues based on
rates agreed to in the settlement. As a resadtséttlement, if approved, will not impact the ititis results of operations or financial conditiofi.the settlement is
approved by the FERC, the Utility will refund anyer-collected amounts to customers, with intetbsgugh an adjustment to rates in 2011.
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2011 Gas Transmission and Storage Rate Case

As discussed in the 2009 Annual Report the Utfligd an application with the CPUC to initiate tbélity’s 2011 Gas Transmission and Storage rase o
that the CPUC can determine the rates and termsanditions of the Utility’s gas transmission amnarage services beginning January 1, 2011.

The Utility has requested that the CPUC issueal fiecision by the end of 2010 in order to put mates into place by January 1, 2011. If the CPUO€&scho
issue a final decision by the end of 2010, the &aper 2007 CPUC decision approving the 2008 Gassiision and Storage rate case provides thaates and tern
and conditions of service in effect as of Decen®igr2010 will remain in effect, with an automathb 2scalation in rates, for local transmission ostgrting January 1,
2011.

Energy Efficiency Programs and Incentive Ratemaking

The CPUC has established a ratemaking mechanipnotiade incentives to the California investor-ownaifities to meet the CPUC'’s energy savings goals
through implementation of the utilities’ 2006-208&ergy efficiency programs. In accordance with thechanism, the CPUC has awarded the Utilityimtércentive
revenues totaling $75 million through DecemberZM)9 based on the energy savings achieved throoglernentation of the Utility’s energy efficiencyograms
during the 2006 through 2008 program cycle. Thewmhof additional incentive revenues the Utilitgyrearn, if any, is subject to verification of fiveal energy
savings over the 2006-2008 program cycle and thgptation of the true-up process.

On April 8, 2010, the assigned CPUC commissiorgréad a ruling to provide guidance on the 2006-20@8up process, noting that the CPUC had directer
parties to convene a settlement conference toagrelement on the 2010 final true-up amounts todapotential controversy and delay that could arism basing the
amounts solely upon the final verification reparbe issued by the CPUC’s Energy Division. Thénguktated that the CPUC can consider alternafypecaches in
calculating the final true-up amounts in additiorttte Energy Division’s report and directed the fggeDivision to calculate various true-up amourasdd on a range of
possible scenarios that use different assumptibastanergy savings, goals, and costs.

On May 4, 2010, the Energy Division released variscenarios of additional incentive amounts usitg ffom the Energy Division’s draft verificatioeport
released on April 15, 2010. The calculation sdeséor the Utility range from a penalty of $75 haih, based on a scenario using the Energy Divisiemaluated
results, to a reward of $105 million. The CPUC belseduled a settlement conference for May 28, 21he parties to discuss the various scenaridsee CPUC's
adopted schedule for the final true-up process ¢atla final decision by the end of 2010. PG&Ewation and the Utility are unable to predict #mount, if any, of
additional incentive revenues or penalties theitytihay be assessed for the 2006-2008 program .cycle

It is expected that the CPUC will issue a decigigrihe end of 2010 to develop a more streamlinaehéwork to determine incentive amounts for futurergy
efficiency program cycles.

Direct Access

As authorized by California Senate Bill 695, oargh 11, 2010, the CPUC adopted a plan to re-ogieact access” on a limited and gradual basislawal
eligible customers of the three California investamed utilities to purchase electricity from @pendent electric service providers rather tham facutility. Effective
April 11, 2010, all qualifying non-residential casters became eligible to take direct access serggbject to annual and absolute caps. It isn@séid that the total
amount of direct access that will be allowed inthiity’s service territory by the end of the foyear phase-in period will be equal to approximafel% of the Utility's
total annual retail sales at the end of the peragghly the highest level that was reached leefloe CPUC suspended direct access. Furtherdggéeshction is
required to exceed these limits. The adopted pimasehedule is designed to provide enough lead fonthe utilities to account for small shiftslaad and avoid
unwarranted cost shifting and stranded costs.

ENVIRONMENTAL MATTERS
The Utility’s operations are subject to extensive federak,saad local laws and permits relating to the mtite of the environment and the safety and heat
the Utility’s personnel and the public. (See “Rigctors” in the 2009 Annual Report.) These lang @quirements relate to a broad range of thétyilactivities,

including the discharge of pollutants into the wiater, and soil; the transportation, handlingragde, and disposal of spent nuclear fuel;, remextiaif hazardous wastes;
and the reporting and reduction of carbon dioxidé ether GHG emissions. Recent developments #irec2009 Annual Report was filed are discussedwelo
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Renewable Energy Resources

In an effort to reduce GHG emissions, California f@quires California retail sellers of electrigiguch as the Utility, to comply with a renewabtetfolio
standard (“RPS”) by increasing their deliveriesarfewable energy (such as biomass, hydroelectiiiitiizs with a capacity of 30 MW or less, wind &g and
geothermal energy) each year, so that the amoweieofricity delivered from these eligible reneveat#sources equals at least 20% of their total sztkes by the end of
2010. If a retail seller is unable to meet itgé&trfor a particular year, the current CPUC “fldgibompliance” rules allow the retail seller to disiire energy deliveries
from already-executed contracts to satisfy anyt&ts, provided those deliveries occur within #ggears of the shortfall. For the year ending Démer 31, 2009, the
Utility's RPS-eligible renewable resource deliverequaled 14.4% of its total retail electricityesal Most of the renewable energy that was delivergs purchased by
the Utility from third parties, mainly under agreents with qualifying facility generators and othéateral contracts. The Utility’s small hydroeiec and solar
facilities also provided additional renewable egyer§ome small hydroelectric energy is also prodidader contracts with certain irrigation districss of March 31,
2010, the Utility believes it will meet the RPS rdate for 2010 through reliance on the CPUC's flextmmpliance rules.

In March 2010, the CPUC issued a decision authmagittie use of tradable renewable energy creditECR), the green attributes of renewable powerRB6
compliance. A tradable REC refers to a certifiadtproof of the procurement of the green attrisigeparate from the associated energy, whichicatéfmay be
transferred to any third party and resold. Presfigunvestor-owned utilities were not allowed &elRECs purchased separately from the associagegyeior purposes
of RPS compliance. In its recent decision the CRIUtorized the limited use of REC-only transadtitor RPS compliance. The CPUC defined a RIEG-transactio
broadly. Not only does it include a transactiontfe procurement of stand—alone RECs, but it oledua transaction for the procurement of both R&@ksenergy if the
delivery of the energy to California customers nre$t on intermediary energy transactions. Assaltemost of the Utility’s existing contracts witlut-of-state
renewable generation facilities have been reclassifs REC-only contracts. The CPUC also impoiseitslon both the quantity of REC-only transactitimat the
investor-owned utilities may use for RPS compliaancd the price that the utilities may pay for RE@ydransactions. The decision sets the maximuoegrer REC at
$50 and limits the quantity of tradable RECs thatutilities can buy to 25% of their annual RPS phamce obligations, subject to certain grandfatigeprovisions that
allow a utility to exceed these limits if the cats have already been approved by the CPUCLUtlfity has contracts pending before the CPUC thalld cause them
to exceed the quantity limit, the CPUC may stilihenxize the contract; however, if the utility hdeady exceeded the REC-only quantity limitatidre ttility may be
limited in its ability to claim RPS compliance ciefbr deliveries under the contract. These lingipire on December 31, 2011, unless extended.

The Utility believes that the CPU@w&cision will significantly reduce out-of-statenesvable energy procurement opportunities, at ieaste near-term. In
addition, the limitations on supplies of RPS-eligiprocurement created by the CPUC'’s decision nfiapately increase the cost of achieving the Statehewable
energy targets. Several parties, including thétithave requested modification and rehearinguwherous aspects of this decision. On May 6, 20H0CPUC voted
to stay its earlier decision authorizing the useadable RECs until the CPUC has issued a decisidhe petitions for modification. The CPUC ailsposed a
temporary moratorium on CPUC approval of any cantsréor REC-only transactions that are signed aftay 6, 2010 pending resolution of the petitionEhe CPUC
has indicated that it will consider the petitions iodification on June 24, 2010.

In addition, on March 12, 2010, the California Resources Board (“CARB"}he state agency charged with setting and mongainission limits, issued dr:
regulations that would require all load-servingtéeg, including the utilities, to meet gradualhcreasing annual renewable energy targets of 2@012 through 2014,
24% in 2015 through 2017, 28% in 2018 through 2@h@, 33% in 2020 and beyond. The draft regulatimopose to adopt existing RPS definitions of bligi
renewable resources, with some exceptions for glybbdiwned utilities. However, the CARB is stillmsidering whether it will allow the unlimited uséstand-alone
RECs for compliance or if it will impose some liatibn on their use. Under the draft regulatiomy, failure to meet one of the annual renewableg@ntrgets would
be a violation of an emission limitation and subjecpenalties. The CARB has stated its intentmissue revised draft regulations by June 3, 200 CARB is
scheduled to vote on the draft regulations on 2ak23, 2010.

The Utility’s ability to comply with the renewabémergy requirements largely depends on the timeleldpment of renewable generation facilities bydth

party developers. The development of renewablerggion facilities by third parties or by the Uglis subject to many risks, including risks rethte permitting,
financing, technology, fuel supply, environmentalttars, and the construction of sufficient transinis capacity.
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Water Quality

There is continuing uncertainty about ttaust of state and federal regulations issued uBdetion 316(b) of the Clean Water Act, which reguivat cooling
water intake structures at electric power planishsas the nuclear generation facilities at Digkdmyon, reflect the best technology available toimize adverse
environmental impacts. Although the EPA has notiggied revised regulations, on May 4, 2010, tHédZaia Water Resources Control Board ("Water BiSaadoptec
a policy on once-through cooling that generallyuiegs the installation of cooling towers or othigmificant measures to reduce the impact on mdifi@érom existing
power generation facilities by at least 85%. Hoerewith respect to the state's nuclear power geioerfacilities, the policy allows other compli@measures to be
taken if the costs to install cooling towers arédily out of proportion” to the costs consideredthy Water Board in developing its policy or if tihetallation of
cooling towers would be "wholly unreasonable" aftensidering norcost factors such as engineering and permittingtcaimts and adverse environmental impacts.
Utility believes that the costs to install coolitayvers at Diablo Canyon, which could be as much4as billion, will meet the "wholly out of propodin” test. The Utility
also believes that the installation of cooling tesvat Diablo Canyon would be "wholly unreasonablédf'the Water Board disagreed and if the instalfaof cooling
towers at Diablo Canyon were not technically orrepoically feasible, the Utility may be forced taase operations at Diablo Canyon and may incur anmaat
charge. (See Note 16 of the Notes to the Congelidéinancial Statements in the 2009 Annual Repomnore information.) Assuming the Water Boareslmot
require the installation of cooling towers at Dmklanyon, the Utility could incur significant costscomply with alternative compliance measuretbanake payments
to support various environmental mitigation progecThe Utility would seek to recover such costeates. The Utility’s Diablo Canyon operations inoes in
compliance with the Water Board’s policy by Decembg, 2024.

Remediation

In February 2010, the Utility began contacting theners of property located on eight former manufiaxt gas plant (‘MGP”) sites in the Utility’s secei
territory to offer to test the soil for residueadadepending on the results of such tests, todpkeopriate remedial action. Three of these sitedocated in urban,
residential areas of San Francisco. Until theitys investigation of these MGP sites is compldie, extent of the Utility’s obligation to remedids established, and
any appropriate remedial actions are determinedUtlity is unable to determine the amounts it ,spgnd in the future to remediate these sites aramounts have
been accrued for these sites (other than investigedsts for some of the sites). Although itaasonably possible that the Utility will incur lessin the future related to
these sites, the Utility is unable to reasonabliyrege the amount of such loss. The Utility expehbgt it will recover 90% of the costs to remeglistGP sites under a
ratemaking mechanism established by the CPUC. UTitiey will seek to recover remaining costs thrduigsurance. (See Note 11 of the Notes to the Guset
Consolidated Financial Statements, for a discussi@stimated environmental remediation liabilitjes

OTHER MATTERS

The CPUC has authorized the Utility to recover 38lon in estimated project costs, including $biBion of capital expenditures to install appnately 10
million advanced electric and gas meters througttwitJtility’s service territory by the end of 201t addition, the Utility can recover in rates280f up to $100
million in costs that exceed the authorized $2lBohi without a reasonableness review by the CPUBe remaining 10% will not be recoverable in ratésadditional
costs exceed the $100 million threshold, the Wtitiilay request recovery of the additional costsjeatito a reasonableness review. As of March 8102the Utility ha:
incurred $1.47 billion in connection with its SnideterTM program.

Advanced electric meters, which record energy ugageurly or quarter-hourly increments, allow arsers to track energy usage throughout the bilimogith
and thus enable greater customer control overreliggtcosts. Usage data is collected through@less communication network and transmitted td_ttiléty’s
information system where the data is stored and faebilling and other Utility business purposéghese meters will allow the implementation of “dymic pricing”
rates that the CPUC has ordered the Utility to enpnt. Dynamic pricing rates are designed to reftexcost of electricity production during periazfshigh demand.

In late March 2010, the California State Senatal#ished a committee to investigate and reviewdgpdoyment of the “smart grid” throughout Califani
focusing on the Utility’s SmartMeterTM program. idtexpected that the committee will investigate ititegrity and reliability of new metering techogies and the
consumer protections in place with respect torigllidisconnection, and real-time pricing. On Ag6l 2010, a senior executive of the Utility testifibefore the
committee stating that, of the approximately 5.8iom meters that have been installed, the Utitigs determined that 8 meters failed to measureggnsage in line
with accepted standards, and another approxim@té®s of the meters experienced issues involvingrthter’s wireless communications, the data stocagene device,
or human error at installation. As the senior exige testified, these issues do not necessarigehigh or inaccurate bills. The committee iseex@d to submit its
report to the California Senate, including recomdaions for appropriate legislation, by November Zm.0.
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On March 30, 2010, the CPUC selected an indeperaesiultant to assess the UtilgySmartMeterTM program, including meter and billagguracy, custom
complaints, end-to-end operational processes, aexhth program planning and performance. It iseetpd that the independent CPUC assessment wibhigleted by
August 2010. A class action lawsuit filed in thg8rior Court in Bakersfield, California, has bestsiyed pending the results of the CPUC’s investigatThe class
action plaintiffs allege that the new meters, vassl network, and software and billing system, hes¢o electric bill overcharges.

Finally, on April 15, 2010, a private group filed application asking the CPUC to impose a moratorin installation and activation of the new mefeading
an evidentiary hearing on the potential healthjremmental, and safety impacts of the radio fregyeiRF") technology used in the Utility’s Smart\éetM program.

The Utility is continuing to install the new meter§he outcome of these matters may have an affetite Utility’s ability to recover costs to implemt
advanced metering if the CPUC finds that the castsnot reasonable or are otherwise disallowedth&y if the Utility is prohibited from continuin install the new
meters, or if the Utility otherwise fails to recoge the expected benefits of its advanced meteningstructure, PG&E Corporation’s and the Utilgyfinancial
condition, results of operations, or cash flowsldde materially adversely affected.

RISK MANAGEMENT ACTIVITIES

The Utility and PG&E Corporation, mainly through @twnership of the Utility, are exposed to marksk,iwhich is the risk that changes in market cbads
will adversely affect net income or cash flows. &&Corporation and the Utility face market risk asisited with their operations; their financing agaments; the
marketplace for electricity, natural gas, electyittansmission, natural gas transportation, aochge; other goods and services; and other aspiettisir
businesses. PG&E Corporation and the Utility catizg market risks as “price risk” and “interederaisk.” The Utility is also exposed to “credisk,” the risk that
counterparties fail to perform their contractualigditions.

The Utility actively manages market risks througtk management programs designed to support bissatgsctives, discourage unauthorized risk-taking,
reduce commodity cost volatility, and manage c&shd. The Utility uses derivative instruments ofdy non-trading purposes (i.e., risk mitigatiomdanot for
speculative purposes. The Utility’s risk managenaetivities include the use of energy and finahicistruments such as forward contracts, futuresps, options, and
other instruments and agreements, most of which@reunted for as derivative instruments. Soméraots are accounted for as leases.

Price Risk

The Utility is exposed to commodity price risk aeault of its electricity procurement activitiéscluding the procurement of natural gas and nudlesl
necessary for electricity generation and naturalggacurement for core customers. As long as tilgyltan conclude that it is probable that itesenably incurred
wholesale electricity procurement costs and naggalcosts are recoverable, fluctuations in el8gtrand natural gas prices will not affect earsifgit may impact cash
flows. The Utility’s natural gas transportatiordestorage costs for core customers are also fetlgverable through a ratemaking mechanism.

The Utility’s natural gas transportation and steragsts for non-core customers may not be fullpverable. The Utility is subject to price and valetric risk
for the portion of intrastate natural gas transg@h and storage capacity that has not been smldrdong-term contracts providing for the recovefll fixed costs
through the collection of fixed reservation charg&he Utility sells most of its capacity basedtbe volume of gas that the Utility’s customers atijuship, which
exposes the Utility to volumetric risk.

The Utility uses value-at-risk to measure the dhalders’ exposure to price and volumetric risksiltasg from variability in the price of, and demafat,
natural gas transportation and storage servicéstheéd impact revenues due to changes in marketpand customer demand. Value-at-risk meashigexposure
over a rolling 12-month forward period and assuthasthe contract positions are held through efipina This calculation is based on a 95% configdesel, which
means that there is a 5% probability that the impeevenues on a pre-tax basis, over the rollidgnonth forward period, will be at least as laagehe reported value-
at-risk. Value-at-risk uses market data to qugrkié Utility’s price exposure. When market datadt available, the Utility uses historical datar@rket proxies to
extrapolate the required market data. Value-&tasa measure of portfolio risk has several litiates, including, but not limited to, inadequatdigation of the
exposure to extreme price movements and the usistofical data or market proxies that may not adégjy capture portfolio risk.
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The Utility’s value-at-risk calculated under thethmdology described above was $11 million at M&8th2010. The Utility’s high, low, and averageuesd-at-
risk at March 31, 2010 were $17 million, $10 miflieand $14 million, respectively.

See Note 7 of the Notes to the Condensed Consatidéhancial Statements for further discussionrimeprisk management activities.
Interest Rate Risk

Interest rate risk sensitivity analysis is usethasure interest rate risk by computing estimatesges in cash flows as a result of assumed chamgearket
interest rates. At March 31, 2010, if interesesathanged by 1% for all current PG&E Corporatiod the Utility variable rate and short-term debd amestments, the
change would affect net income for the twelve memthded March 31, 2010 by $10 million, based orvagable rate debt and other interest rate-sempsitistruments
outstanding.

Credit Risk

The Utility conducts business with counterpartiesnty in the energy industry, including other Catifia investor-owned electric utilities, municipailities,
energy trading companies, financial institutions] ail and natural gas production companies locatélde United States and Canada. If a counterpaited to perforr
on its contractual obligation to deliver electyodr gas, then the Utility may find it necessaryptocure electricity or gas at current market gjeehich may be higher
than the contract prices.

The Utility manages credit risk associated withcidsinterparties by assigning credit limits base@waduations of their financial conditions, net #orcredit
ratings, and other credit criteria as deemed apjatgp Credit limits and credit quality are moméd periodically. The Utility ties many energy t@wts to master
commodity enabling agreements that may requirerggdqreferred to as “Credit Collateral” in the talbelow). Credit Collateral may be in the formcakh or letters of
credit. The Utility may accept other forms of merhance assurance in the form of corporate guaamacceptable credit quality or other eligildewgities (as deem
appropriate by the Utility). Credit Collateral performance assurance may be required from cowartezp when current net receivables and replacentsttexposure
exceed contractually specified limits.

The following table summarizes the Utility’s needit risk exposure to its counterparties, as wethe Utility’s credit risk exposure to counterparties accou
for greater than 10% net credit exposure, as otha&i, 2010 and December 31, 2009:

Gross
Credit Net Exposure
Exposure Number of to
Before Wholesale Wholesale
Credit Customers or  Customers or
Collateral Credit Net Credit Counterparties Counterparties
(in millions) ) Collateral ~ Exposure (@ >10% >10%
March 31, 201( $ 192 $ 23 % 16¢ 3% 13¢
December 31, 20C $ 20z $ 24 % 17¢ 3% 154

() Gross credit exposure equals n-to-market value on physically and financially settbeshtracts, notes receivable, and
receivables (payables) where netting is contralgtadibwed. Gross and net credit exposure amowegsrnted above do not include
adjustments for time value or liquidit

(@ Net credit exposure is the Gross Credit ExposuferBeCredit Collateral minus Credit Collateral (cateposits and letters of
credit). For purposes of this table, parental guaes are not included as part of the calcula
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CRITICAL ACCOUNTING POLICIES

The preparation of Condensed Consolidated FinaSt&éments in accordance with U.S. generally dedegccounting principals involves the use of estan
and assumptions that affect the recorded amourgtssaits and liabilities as of the date of the firarstatements and the reported amounts of regesiue expenses
during the reporting period. The accounting pekoilescribed below are considered to be criticadwatting policies, due, in part, to their complgxihd because their
application is relevant and material to the finahpiosition and results of operations of PG&E Caoagion and the Utility, and because these policéegiire the use of
material judgments and estimates. Actual resudtg differ substantially from these estimates. Ehedlicies and their key characteristics are disedsn detail in the
2009 Annual Report. They include:

« regulatory assets and liabilities;

« environmental remediation liabilities;

« asset retirement obligatior

« accounting for income taxes; a

« pension and other postretirement plans.

For the period ended March 31, 2010, there werehaages in the methodology for computing criticalaunting estimates, no additional accounting extts
met the standards for critical accounting polices] no material changes to the important assumgptiaderlying the critical accounting estimates.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK

PG&E Corporation’s and the Utility’s primary markék results from changes in energy prices. PG&Sfporation and the Utility engage in price risk
management activities for non-trading purposes.oBlgth PG&E Corporation and the Utility may engagéhese price risk management activities usimgéod
contracts, futures, options, and swaps to hedgertbact of market fluctuations on energy commogitizes and interest rates (see “Risk Managementvifies” above
under Item 2: Management’s Discussion and Analgkisnancial 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 Blarch 31, 2010, PG&E Corporation’s and the Uikt
respective principal executive officers and primtifinancial officers have concluded that such ometand procedures are effective to ensure thativation required t
be disclosed by PG&E Corporation and the Utilityeports that the companies file or submit underSkcurities Exchange Act of 1934 (“1934 Act”)esarded,
processed, summarized, and reported within the pieni®ds specified in the SEC rules and formsaddition, PG&E Corporation’s and the Utility’s respive principal
executive officers and principal financial officdrave concluded that such controls and proceduees effective in ensuring that information requitede disclosed by
PG&E Corporation and the Utility in the reportsttR&&E Corporation and the Utility file or submitder the 1934 Act is accumulated and communicaté3&E
Corporation’s and the Utility’s management, inchgiPG&E Corporation’s and the Utility’s respectencipal executive officers and principal finarlaidficers, or
persons performing similar functions, as appropriatallow timely decisions regarding required kiisare.

There were no changes in internal control ovemfana reporting that occurred during the quartetezhMarch 31, 2010 that have materially affectecre
reasonably likely to materially affect, PG&E Coration’s or the Utility’s internal control over finaial reporting.
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PART Il. OTHER INFORMATION
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the quarter ended March 31, 2010, PG&E Cafimn made equity contributions totaling $20 roitlito the Utility in order to maintain the 52% com
equity component of its CPUC-authorized capitalcttire and to ensure that the Utility has adeqcapéal to fund its capital expenditures.

The Utility did not make any sales of unregisteeedity securities during the quarter ended March2810.

Issuer Purchases of Equity Securities

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 of Average Announced Under the
Shares Price Per Plans or Plans or
Period Purchased Share Programs Programs
January 1 through January 31, 2( 7,431 $ 44.5( - $ >
February 1 through February 28, 2( - - - -
March 1 through March 31, 2010 - - - -
Total 7,437 $ 44.5( - $ -

() Shares tendered to satisfy tax withholding obl@adiarising upon the vesting of PG&E Corporatisirieted stock
During the quarter ended March 31, 2010, the Wtditd not redeem or repurchase any shares of itsugaseries of preferred stock outstanding.
ITEM 5. OTHER INFORMATION
Ratio of Earnings to Fixed Charges and Ratio of Earings to Combined Fixed Charges and Preferred StocRividends
The Utility’s earnings to fixed charges ratio faetthree months ended March 31, 2010 was $3.46.Ufility’s earnings to combined fixed charges and
preferred stock dividends ratio for the three merghded March 31, 2010 was $3.33. The statemehedbregoing ratios, together with the statemehtbe
computation of the foregoing ratios filed as Extstii2.1 and 12.2 hereto, are included herein ®ptirpose of incorporating such information andikikhinto the

Utility’s Registration Statement Nos. 33-62488 &33-149361 relating to various series of the Wt8ifirst preferred stock and its senior notespeesively.

PG&E Corporation’s earnings to fixed charges r&gicthe three months ended March 31, 2010 was $3Th4 statement of the foregoing ratio, togethieh w
the statement of the computation of the foregoaimrfiled as Exhibit 12.3 hereto, is included lerfer the purpose of incorporating such informatand Exhibit into
PG&E Corporation’s Registration Statement No. 339360 relating to its senior notes.
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ITEM 6. EXHIBITS

3 Bylaws of Pacific Gas and Electric Company ameratedf February 17, 2010 (incorporated by referéndacific Gas and Electric Compi's
Annual Report on Form -K for the year ended December 31, 2009 (File -2348), Exhibit 3.5
4 Ninth Supplemental Indenture dated as of Aprildl@relating to the issuance of $250,000,000 agdesgrincipal amount of Pacific Gas ¢
Electric Company’s Senior Notes due January 150 Z%orporated by reference to Pacific Gas andtBEteCompanys Current Report on For
8-K dated April 1, 2010 (File No.-2348), Exhibit 4.1
*10.1 Separation Agreement between Pacific Gas and El&dmpany and Barbara Barcon effective March 4,0
*10.2 Form of Restricted Stock Unit Agreement for 2018rgs under the PG&E Corporation 2006 Long-Termtige Plan
*10.3 Form of Performance Share Agreement for 2010 gramder the PG&E Corporation 2006 L-Term Incentive Pla
12.1 Computation of Ratios of Earnings to Fixed Charfge$acific Gas and Electric Compa
12.2 Computation of Ratios of Earnings to Combined Figérges and Preferred Stock Dividends for PaGiis and Electric Compai
12.3 Computation of Ratios of Earnings to Fixed Charfge$ G&E Corporatior
311 Certifications of the Chief Executive Officer artetChief Financial Officer of PG&E Corporation réga by Section 302 of the Sarba-Oxley
Act of 2002
31.2 Certifications of the Chief Executive Officer argétChief Financial Officer of Pacific Gas and Elec€ompany required by Section 302 of
Sarbanes-Oxley Act of 2002
**32.1 Certifications of the Chief Executive Officer argétChief Financial Officer of PG&E Corporation réga by Section 906 of the Sarba-Oxley
Act of 2002
**32.2 Certifications of the Chief Executive Officer aretChief Financial Officer of Pacific Gas and Etec€ompany required by Section 906 of
Sarbane-Oxley Act of 2002
*»**101.INS XBRL Instance Documer
***]101.SCH XBRL Taxonomy Extension Schema Docum
***101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
***]101.LAB XBRL Taxonomy Extension Labels Linkbase Docurr
***101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
* Management contract or compensatorgegent.
*x Pursuant to Item 601(b)(32) of SEC Rkgion S-K, these exhibits are furnished rathantfiled with this report.

ik Pursuant to Rule 406T of SEC Regulation Sflede interactive data files are deemed not filgohor of a registration statement or prospectuptoposes of
Sections 11 or 12 of the Securities Act of 193%ection 18 of the Securities Exchange Act of 1984 @therwise are not subject to liability undersine
sections. These files are being submitted onlPG®E Corporation and not by its subsidiary, Pad@&s and Electric Compar
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SIGNATURES
Pursuant to the requirements ofSbeurities Exchange Act of 1934, the registrant® ltluly caused this Quarterly Report on Form 1@ Qe signed on their
behalf by the undersigned thereunto duly authorized

PG&E CORPORATION

KENT M. HARVEY

Kent M. Harvey

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

PACIFIC GAS AND ELECTRIC COMPANY

SARA A. CHERRY

Sara A. Cherry

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

Dated: May 7, 2010
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EXHIBIT INDEX

Bylaws of Pacific Gas and Electric Company ameratedf February 17, 2010 (incorporated by referéndacific Gas and Electric Compi's
Annual Report on Form -K for the year ended December 31, 2009 (File -2348), Exhibit 3.5

Ninth Supplemental Indenture dated as of Aprildl@relating to the issuance of $250,000,000 agdesgrincipal amount of Pacific Gas ¢
Electric Company’s Senior Notes due January 150 Z%orporated by reference to Pacific Gas andtBEteCompanys Current Report on For
8-K dated April 1, 2010 (File No.-2348), Exhibit 4.1

Separation Agreement between Pacific Gas and El&admpany and Barbara Barcon effective March 4020

Form of Restricted Stock Unit Agreement for 2018rgs under the PG&E Corporation 2006 Long-Termtige Plan

Form of Performance Share Agreement for 2010 gramder the PG&E Corporation 2006 Long-Term Incentian

Computation of Ratios of Earnings to Fixed Charfge$acific Gas and Electric Compa
Computation of Ratios of Earnings to Combined Figdrrges and Preferred Stock Dividends for PaGiis and Electric Compai
Computation of Ratios of Earnings to Fixed Charfge$ G&E Corporatior

Certifications of the Chief Executive Offi@ard the Chief Financial Officer of PG&E Corporatiequired by Section 302 of the Sarbanes-Oxley
Act of 2002

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

Certifications of the Chief Executive Officer argétChief Financial Officer of PG&E Corporation réga by Section 906 of the Sarba-Oxley
Act of 2002

Certifications of the Chief Executive Officand the Chief Financial Officer of Pacific Gasl &lectric Company required by Section 906 of the
Sarbane-Oxley Act of 200z

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Labels Linkbase Docurr

XBRL Taxonomy Extension Presentation Linkbase Doent

Management contract or compensatorgagent.

Pursuant to Item 601(b)(32) of SEC Rkgion S-K, these exhibits are furnished rathantfiled with this report.

Pursuant to Rule 406T of SEC Regulati-T, these interactive data files are deemed nat fiepart of a registration statement or prospefupurposes ¢
Sections 11 or 12 of the Securities Act of 193%ection 18 of the Securities Exchange Act of 1984 @therwise are not subject to liability undersine
sections. These files are being submitted onliPG®E Corporation and not by its subsidiary, PadB&s and Electric Compar
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Exhibit 10.1

THE TERMS AND CONDITIONS OF THER AGREEMENT ARE PURS UANT TO THE PG&E COMPANY OFFICER SEVERANCE PLAN, AD OPTED BY
THE NOMINATING, COMPENSATION, AND GOVERNANCE COMMIT TEE OF PG&E COMPANY, AND ARE NOT SUBJECT TO NEGOTIA TION

SEPARATION AGREEMENT

This Separation Agreement (“Agreement”) is made amiéred into by and between Barbara Barcon anifid®&as and Electric Company (the “Comparny”
“PG&E") (collectively the “Parties”) and sets forthe terms and conditions of Ms. Barcon’s sepanaftiom employment with the Company. The “Effectbate” of
this Agreement is defined in paragraph 18(a).

1. Resignation. Effective the close of business on March 1, 2@d0purposes of this Agreement, the “Date of Reatgpn”), Ms. Barcon will resign
from her position as Vice President, Finance an@fGnancial Officer of Pacific Gas and Electrioi@pany. Ms. Barcon shall have until March 21 2@&&ccept this
Agreement by submitting a signed copy to the CompdRegardless of whether Ms. Barcon accepts thigément, on the Date of Resignation, she willdid pll
salary or wages and vacation accrued, unpaid ard ¢ovher as of that date, she will remain entittedny other benefits to which she is otherwidéled under the
provisions of the Company’s plans and programs,stuedwill receive notice of the right to continwer kxisting health-insurance coverage pursuanQBIRA.

The benefits set forth in paragraph 2 below arelitmmed upon Ms. Barcon’s acceptance of this Agreset.

2. Separation benefits. Even though Ms. Barcon is not otherwise entitethem, in consideration of her acceptance ofAlgieement, the Company
will provide to Ms. Barcon the following separatibanefits:

a. Severance payment. Under the terms of the PG&E Company Officer Samee Policy, Ms. Barcon’s severance payment ameBik
Hundred Ninety-Two Thousand One Hundred and Eighitalls ($692,108.). On the Effective Date of thgrdement as set forth in paragraph 18(a) belowCtrapany
will make the severance payment, less applicaktleholdings and deductions to Ms. Barcon.

b. Stock. Upon the Date of Resignation, but conditionedr@noccurrence of the Effective Date of this Agreatras set forth in paragraph 18
(a) below, all unvested restricted stock grantsl, gerformance share grants provided to Ms. Bantwler PG&E Company’s 2006 Long-Term Incentive Riaall
continue to vest, terminate, or be canceled asigedwnder the terms of their respective plansrogiam, as modified by the PG&E Company Officere&ance Policy
in effect at the time this Agreement is signed by. Barcon. The payment and withdrawal of Ms. Baisoestricted stock grants, restricted stock grants, and
performance share grants shall be as provided uhdéerms of their respective plans or progranmadified by the PG&E Company Officer Severancedydh effect
at the time this Agreement is signed by Ms. Barcon.

-1-




C. Career transition services. For a maximum period of one year following the Daft&esignation, the Company will provide Ms. Barco
with executive career transition services fromfttra of Torchiana, Mastrov & Sapiro, Inc., in acdance with the contract between the Company ancdhiana,
Mastrov & Sapiro, Inc. Ms. Barcon’s entitlementsrvices under this Agreement will terminate whlea becomes employed, either by another employraugh
self-employment other than consulting with the Camp If Ms. Barcon becomes employed, she will gstynnotify PG&E Company’s Human Resources Offitaer
enable the Company to end the provision of senticé®r by Torchiana, Mastrov & Sapiro, Inc.

d. Payment of COBRA premiums. If Ms. Barcon elects and is otherwise eligible ¢mtinue her existing healiihnsurance coverage pursuan
COBRA, the Company will pay her monthly COBRA prems for the eighteen-month period commencing tis¢ fiill month after the Date of Resignation antllun
and unless Ms. Barcon becomes covered under ttthtesurance plan of another employer or througlfiremployment. Ms. Barcon will promptly notifyetPG&E
Company’s Human Resources Officer if she becomesdared within that period.

3. Defense and indemnification in third-party claims. The Company and/or its parent, affiliate, or sulasidwill provide Ms. Barcon with legal
representation and indemnification protection iy Egal proceeding in which she is a party or iedltened to be made a party by reason of thetfatshe is or was an
employee or officer of the Company and/or its parefiiliate or subsidiary, in accordance with teems of the resolution of the Board of Directof ®G&E Company
dated December 18, 1996.

4. Cooperation with legal proceedings. Ms. Barcon will, upon reasonable notice, furrirflormation and proper assistance to the Compadjoaits
parent, affiliate or subsidiary (including truthtglstimony and document production) as may reasphatrequired by them or any of them in connectigit any legal,
administrative or regulatory proceeding in whichytlor any of them is, or may become, a party, @oimection with any filing or similar obligatiomposed by any
taxing, administrative or regulatory authority hayijurisdiction, provided, however, that the Compand/or its parent, affiliate or subsidiary wilyall reasonable
expenses incurred by Ms. Barcon in complying whil paragraph.

5. Release of claims and covenant not to sue.

a. In consideration of the separationefienand other benefits the Company is providindar this Agreement, Ms. Barcon, on behalf of Herse
and her representatives, agents, heirs and assigives, releases, discharges and promises neasséot any and all claims, liabilities or obligas of every kind and
nature, whether known or unknown, suspected orspexiied that she ever had, now has or might haskths Effective Date against the Company or iedpcessors,
parent, affiliates, subsidiaries, shareholders,ewrdirectors, officers, employees, agents, afmnsuccessors, or assigns. These released afainde, without
limitation, any claims arising from or related tsMBarcon’s employment with the Company, its paceratny of its affiliates and subsidiaries, andtgrenination of that
employment. These released claims also specificatlude, but are not limited, any claims arisumgler any federal, state and local statutory orrmomlaw, such as
(as amended and as applicable) Title VII of thel@ights Act, the Age Discrimination in Employme#tt, the




Americans With Disabilities Act, the Employee Retitent Income Security Act, the California Fair Eayphent and Housing Act, the California Labor Coatey other
federal, state or local law governing the terms esntlitions of employment or the termination of éoyment, and the law of contract and tort; and eaym for
attorneys’ fees.

b. Ms. Barcon acknowledges that there east facts or claims in addition to or differéram those which are now known or believed by lber t
exist. Nonetheless, this Agreement extends tdailins of every nature and kind whatsoever, whethewn or unknown, suspected or unsuspected, pgsesent, and
Ms. Barcon specifically waives all rights under &t 1542 of the California Civil Code which proeisithat:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICHHE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST INSHOR HEF
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICHA KNOWN TO HIM OR HER MUST HAVE MATERIALLY AFFECTEDHIS OR HEF
SETTLEMENT WITH THE DEBTOR.

C. With respect to the claims releasetthépreceding paragraphs, Ms. Barcon will notatetor maintain any legal or administrative action
proceeding of any kind against the Company orrigslpcessors, parent, affiliates, subsidiaries eslodglers, owners, directors, officers, employegents, attorneys,
successors, or assigns, for the purpose of obtaany personal relief, nor (except as otherwiseired or permitted by law) assist or participatemny such proceeding
including any proceedings brought by any thirdipart

6. Re-employment. Ms. Barcon will not seek any future re-employmwith the Company, its parent or any of its sulzsids or affiliates. This
paragraph will not, however, preclude Ms. Barcamfraccepting an offer of future employment from @@npany, its parent or any of its subsidiarieaftliates.

7. Non-disclosure.

a. Ms. Barcon will not disclose, publeior circulate to anyone in whole or in part, afgrmation concerning the existence, terms, and/or
conditions of this Agreement without the expresitem consent of the PG&E Company’s Chief Legali€ff unless otherwise required or permitted by
law. Notwithstanding the preceding sentence, MscBn may disclose the terms and conditions ofAgigement to her family members, and any attorioeyax
advisors, if any, to whom there i9ana fideneed for disclosure in order for them to rendefgssional services to him, provided that the pefsehagrees to keep the
information confidential and not to make any discie of the terms and conditions of this Agreenueiiess otherwise required or permitted by law.




b. Ms. Barcon will not use, disclose, lptibe, or circulate any confidential or proprigtanformation concerning the Company or its sulzsiés
or affiliates, which has come to her attention dgtier employment with the Company, unless doinig eapressly authorized in writing by the PG&E Gramy’s Chief
Legal Officer, or is otherwise required or perntttey law. Before making any legalhgquired or permitted disclosure, Ms. Barcon willegthe Company notice at le:
ten (10) business days in advance.

8. Non-Disparagement. Ms. Barcon agrees to refrain from performing anly @sgaging in any conduct or course of action akimg or publishing any
statements, claims, allegations or assertions,wléwe or may reasonably have the effect of demgahie name or business reputation of the Comparany of its
parent companies, subsidiaries or affiliates, grartheir respective employees, officers, direst@gents or advisors in their capacities as suehizh adversely
affects (or may reasonably be expected adversedffect) the best interests (economic or otherwageny of them. The Company agrees to refraimfperforming an
act, engaging in any conduct or course of actiomaking or publishing any statements, claims, aliegs or assertions in any print, electronic tevision media or in
investor conference calls or webcasts, which haveay reasonably have the effect of demeaning dineenor business reputation of Ms. Barcon. The Gomfurther
agrees to instruct its officers, (in each caselevuch person remains an officer of the Compamgptnply with the Compang’obligations under this paragraph. In
event the Company’s Chief Legal Officer or HeadHoiman Resources acquires actual knowledge thati@iein of the Company’s obligations under thisgopaph 8
has occurred, the Company shall take reasonaltmaotreprimand and further discourage such bemawiviolation of this paragraph 8. Each Padyeas that nothir
in this paragraph 8 shall preclude the other Faoty fulfilling any duty or obligation that she @rmay have at law, from responding to any subpa®refficial inquiry
from any court or government agency, including pmg truthful testimony, documents subpoenaecdequested or otherwise cooperating in good faith aity
proceeding or investigation, or from taking anys@@able actions to enforce such partyghts under this Agreement in accordance wighdispute resolution provisio
specified in paragraph 15 hereof. Each Party sloalfinue to comply with its or her obligations unttés Paragraph 8 regardless of any alleged briepthe other Party
of its or her agreements contained in this pardgBpnless and until there has been a final detextion by a court or an arbitration panel thatdtreer Party has
breached its or her obligations under this pardgrap

9. No unfair competition.
a. Ms. Barcon will not engage in any iméampetition against the Company, its parentror @f its subsidiaries or affiliates.
b. For a period of one year after thee&iff/e Date, Ms. Barcon will not, directly or ineatly, solicit or contact for the purpose of diuegtor

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

Q) any existing customer of the Company opéeent, affiliates or




subsidiaries;

2 any prospective customer of the Companiysgrarent, affiliates or subsidiaries about whois. Barcon acquired information as a
result of any solicitation efforts by the Compamyite parent, affiliates or subsidiaries, or by finespective customer, during Ms.
Barcon’s employment with the Company;

(©)] any existing vendor of the Company or asgnt, affiliates or subsidiaries;

4) any prospective vendor of the Companypérent, affiliates or subsidiaries, about whom Bercon acquired information as a
result of any solicitation efforts by the Compamyite parent, affiliates or subsidiaries, or by gnespective vendor, during Ms.
Barcon’s employment with the Company;

5) any existing employee, agent or consultditite Company or its parent, affiliates or sulesiis, to terminate or otherwise alter the
person’s or entity’s employment, agency or consuiltalationship with the Company or its parentiliates or subsidiaries; or

(6) any existing employee, agent or consultdthe Company or its parent, affiliates or sulesiis, to work in any capacity for or on
behalf of any person, company or other businesrgige that is in competition with the Companyteparent, affiliates or
subsidiaries.

10. Material breach by Employee. In the event that Ms. Barcon breaches any magoaision of this Agreement, including but notceesarily limite

to paragraphs 4, 5, 6, 7, 8 and/or 9, the Compalhhave no further obligation to pay or providetter any unpaid amounts or benefits specifiedimAlgreement and
will be entitled to immediate return of any andathounts or benefits previously paid or provideti¢o under this Agreement and to recalculate atwyéupension

benefit entitlement without the additional credisagge she received or would have received undeAtisement. Despite any breach by Ms. Barconptteer duties an
obligations under this Agreement, including herweas and releases, will remain in full force anf@éef In the event of a breach or threatened brégdvis. Barcon of
any of the provisions in paragraphs 4, 5, 6, angi/or 9, the Company will, in addition to any atremedies provided in this Agreement, be entittedquitable and/or

injunctive relief and,




because the damages for such a breach or thredisrsezh will be difficult to determine and will nptovide a full and adequate remedy, the Compatiyaigo be
entitled to specific performance by Ms. Barcon ef bbligations under paragraphs 4, 5, 6, 7, 8,caréd/ Pursuant to paragraph 15, and except aswiieeprohibited or
limited by law, Ms. Barcon will also be liable fany litigation costs and expenses that the Compawys in successfully seeking enforcement ofights under this
Agreement, including reasonable attorney’s fees.

11. Material breach by the Company. Ms. Barcon will be entitled to recover actual daes in the event of any material breach of thireAgent by
the Company, including any unexcused late or ngmAeat of any amounts owed under this Agreemerdngrunexcused failure to provide any other bensfiexified
in this Agreement. In the event of a breach cedlened breach by the Company of any of its matablagations to him under this Agreement, Ms. Barevill be
entitled to seek, in addition to any other remegiesided in this Agreement, specific performantéhe Company’s obligations and any other applieagjuitable or
injunctive relief. Pursuant to paragraph 15, axckpt as prohibited or limited by law, the Companly also be liable for any litigation costs andpexses that Ms.
Barcon incurs in successfully seeking enforceméheorights under this Agreement, including readie attorney’s fees. Despite any breach by theg@my, its other
duties and obligations under this Agreement withaén in full force and effect.

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

13. Complete agreement. This Agreement sets forth the entire agreememtden the Parties pertaining to the subject maftehis Agreement and
fully supersedes any prior or contemporaneous &gnis, representations, agreements, or undeisgsbetween the Parties with respect to any swattens, whether
written or oral (including any that would have pided Ms. Barcon with any different severance aresngnts). The Parties acknowledge that they hawveehied on an
promise, representation or warranty, express oliémpnot contained in this Agreement. Parole emk will be inadmissible to show agreement byamdng the
Parties to any term or condition contrary to oadlition to the terms and conditions containedis Agreement.

14. Severability. If any provision of this Agreement is determirtebe invalid, void, or unenforceable, the remagrimovisions will remain in full forc
and effect except that, should paragraphs 4, B, 8,and/or 9 be held invalid, void or unenforceakither jointly or separately, the Company wél éntitled to rescir
the Agreement and/or recover from Ms. Barcon anyents made and benefits provided to her undeieement.

15. Arbitration.  With the exception of any request for specificfpenance, injunctive or other equitable reliefyatispute or controversy of any ki
arising out of or related to this Agreement, Msrd®a’s employment with the Company (or with the emplgysubsidiary), the separation of Ms. Barcon fromu
employment and from her positions as an officed@ndirector of the Company or any subsidiary ditiafe, or any claims for benefits,




will be resolved exclusively by final and bindindpération using a threezember arbitration panel in accordance with the @encial Arbitration Rules of the Americ
Arbitration Association currently in effect, proeid, however, that in rendering their award, thétratiors will be limited to accepting the positiohMs. Barcon or th
Company. The only claims not covered by this paxjaly are any non-waivable claims for benefits undakers’compensation or unemployment insurance laws, v
will be resolved under those laws. Any arbitrapursuant to this paragraph will take place in Beancisco, California. The Parties may be represkby legal couns
at the arbitration but must bear their own feesstarh representation in the first instance. Tlewailing party in any dispute or controversy codelog this paragraph,
with respect to any request for specific perforneangjunctive or other equitable relief, will betitled to recover, in addition to any other avaiéatemedies specified
this Agreement, all litigation expenses and cdastduding any arbitrator, administrative or filifges and reasonable attornefegs, except as prohibited or limited
law. The Parties specifically waive any right tjugy trial on any dispute or controversy covergdiis paragraph. Judgment may be entered onrliiteziors’award ir
any court of competent jurisdiction. Subject te #rbitration provisions of this paragraph, thesgatisdiction and venue for any action relatedh® subject matter
this Agreement will be the California state andefied courts having within their jurisdiction thecidion of the Compang’principal place of business in California at
time of such action, and both Parties thereby aarteethe jurisdiction of such courts for any saaition.

16. Governing law. This Agreement will be governed by and construeder the laws of the United States and, to thergxtot preempted by such
laws, by the laws of the State of California, witheegard to their conflicts of laws provisions.

17. No waiver. The failure of either Party to exercise or enégrat any time, or for any period of time, anyleé provisions of this Agreement will 1
be construed as a waiver of that provision, organyion of that provision, and will in no way afteébat partys right to exercise or enforce such provisions. waéver o
default of any provision of this Agreement will teemed to be a waiver of any succeeding breadirecfame or any other provisions of this Agreement.

18. Acceptance of Agreement.

a. Ms. Barcon was provided up to 21 daysonsider and accept the terms of this Agreeraettwas advised to consult with an attorney about
the Agreement before signing it. The provision¢hef Agreement are, however, not subject to netimtia After signing the Agreement, Ms. Barcon viidve an
additional seven (7) days in which to revoke intiwg acceptance of this Agreement. To revoke, Bé&scon will submit a signed statement to that effecG&E
Company'’s Chief Legal Officer before the close o$iness on the seventh day. If Ms. Barcon doesutmnit a timely revocation, the Effective Datetug Agreement
will be the eighth day after she has signed it.




b. Ms. Barcon acknowledges reading arderstanding the contents of this Agreement, beffayded the opportunity to review carefully this
Agreement with an attorney of her choice, not redydon any oral or written representation not corgdiin this Agreement, signing this Agreement kmaghji and
voluntarily, and, after the Effective Date of tiligreement, being bound by all of its provisions.

Dated: 2/24/10 PG&E COMPANY

By: LAURIE SHAKUR

LAURIE SHAKUR

Dated: 2/24/10 BARBARA BARCON

BARBARA BARCON







Exhibit 10.2
PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

RESTRICTED STOCK UNIT GRANT
PG&E CORPORATION , a California corporation, hereby grants Restdc®ock Units to the Recipient named below. Thetfeed Stock Unit
have been granted under the PG&E Corporation 2@@@1Term Incentive Plan, as amended (the “LTIPMhe terms and conditions of the Restricted Stociks are se
forth in this cover sheet and in the attached Reéstt Stock Unit Agreement (the “Agreement”).

Date of Grant: Marth, 2010

Name of Recipient:

Last Four Digits of Recipient’s Social Security Noen:

Number of Restricted Stock Units:

By signing this cover sheet, you agree to all of the terms and conditions described in the attached Agreement. You and PG& E
Corporation agree to execute such further instruments and to take such further action as may reasonably be necessary to carry out
the intent of the attached Agreement. You are also acknowledging receipt of this Grant, the attached Agreement, and a copy of the
prospectus describing the LTIP and the Restricted Stock Units dated March 10, 2010.

Recipient:

(Signature)

Please sign and return to PG&E Corporation, Humas&urces,
One Market, Spear Tower, Suite 400, San Franci@etifornia 94105.

Time Sensitive Election Regarding Withholding Taxes

The number of shares of PG&E Corporation commockstioat you may be otherwise entitled to receiverugettiement of RSUs will be reduced to satisfyryo
applicable Withholding Taxes (defined in the Agrest) unlesyou elect by checking the box below to pay suchhWétding Taxes by cash or check and return this
executed cover sheet to PG&E CorporatioiMarch 16, 2010. (Form may be faxed to Tony Miller at (415) 26708.)

m| By checking this box | eléztsatisfy the tax obligation by cash or check aothhave shares withheld for this purpose.

Attachment




The LTIP and Other Agreements

Grant of Restricted Stock Units

Vesting of Restricted Stock Units

Dividends

Settlement

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

RESTRICTED STOCK UNIT AGREEMENT

This Agreement constitutes the entire understandigigveen you and PG&E Corporation regarding thetrResd Stock Unit:
subject to the terms of the LTIP. Any prior agreats, commitments, or negotiations are superseltethe event of any conflict
inconsistency between the provisions of this Agreeinand the LTIP, the LTIP shall govern. Capitdizerms that are not defir
in this Agreement are defined in the LTIP. In theent of any conflict between the provisions obthAigreement and the PG
Corporation Officer Severance Policy, this Agreetnsimall govern. For purposes of this Agreement, leympent with PG&E
Corporation shall mean employment with any memlbéne Participating Company Group.

PG&E Corporation grants you the number of Restlic3ock Units shown on the cover sheet of this Agrent. The Restrict
Stock Units are subject to the terms and conditadrthis Agreement and the LTIP.

As long as you remain employed with PG&E Corporat0 percent of the total number of RestrictedStdnits originally subjer
to this Agreement, as shown above on the covert,sivdbvest on the first business day of Marcheafch of the first, second ¢
third years following the Date of Grant, and theitidnal 40 percent of the total number of shaffeRestricted Stock Units will ve
on the on the first business day of March of thertfo year following the Date of Grant (collectivelhe ‘Normal Vestin
Schedule”). The amounts payable upon each vesting date aréyhdesignated separate payments for purposes o Sedtio
409A. Except as described below, all RestricteztiStUnits subject to this Agreement which have vestted upon termination
your employment shall then be automatically caecelAs set forth below, the Restricted Stock Unitsy vest earlier upon t
occurrence of certain events.

Restricted Stock Units will accrue Dividend Equivais in the event cash dividends are paid withewtsp PG&E Corporatic
common stock having a record date prior to the datehich the Restricted Stock Units are settl8dch Dividend Equivalents w
be converted into cash and paid, if at all, updtieseent of the underlying Restricted Stock Units.

Vested Restricted Stock Units will be settled inemjual number of shares of PG&E Corporation comistogk, subject to tt
satisfaction of Withholding Taxes, as describedowel PG&E Corporation shall issue shares as sooprasticable after tt
Restricted Stock Units vest in accordance withNleemal Vesting Schedule (but not later than six@9)(days after the applical
vesting date); provided, however, that such isseiahell, if earlier, be made with respect to alofir outstanding vested Restric
Stock Units (after giving effect to the vesting yimions




Voluntary Termination

Retirement

Termination for Cause

Termination other than for Cause

Death/Disability

described below) as soon as practicable afterm(@iiater than sixty (60) days after) the earltestccur of your (1) Disability (s
defined under Code Section 409A), (2) death ofY8paration from service,” within the meaning ofdedSection 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 d:
of termination and any associated Dividend Equivisi¢hat have not yet been converted shall beifed®n the date of terminatic

In the event of your Retirement, unvested Res@ti&®ck Units will continue to vest and be setfedsuant to the Normal Vesti
Schedule (without regard to the requirement that lye employed), subject to the earlier settlemeotipions of this Agreemei
provided, however that in the event of your Retieatwithin 2 years following a Change in Contrdl,ad your Restricted Stoc
Units shall vest and be settled as soon as praticdter (but not later than sixty (60) days Jftive date of such event. Y
voluntary termination of employment will be congielé to be a Retirement if you are both age 55 derabn the date of terminati
and if you were employed by PG&E Corporation forledst five consecutive years ending on the dateemhination of you
employment.

If your employment with PG&E Corporation is termied at any time by PG&E Corporation for causeuallested Restricted Stc
Units will be cancelled on the date of terminatidn.general, termination for “causafeans termination of employment becaus
dishonesty, a criminal offense or violation of arlwaule, and will be determined by and in the stikeretion of PG&E Corporatio

If your employment with PG&E Corporation is terratad by PG&ECorporation other than for cause and you are agenfir
Bands 1-5, any unvested Restricted Stock Units whatld have vested during the period of the “SewegaMultiple” under th
Officer Severance Policy will continue to vest amel settled pursuant to the Normal Vesting Sche@ulthout regard to tr
requirement that you be employed), subject to #réez settlement provisions of this Agreement.tHa event of your involunta
termination other than for cause, if you are nob#iter in Bands 15, any unvested Restricted Stock Units that woaldehveste
within the 12 months following such termination hamir employment continued will continue to vestl & settled pursuant to
Normal Vesting Schedule (without regard to the memment that you be employed), subject to the eadettlement provisions
this Agreement. All other unvested Restricted Btamits will be cancelled unless your terminatioh esnployment was
connection with a Change in Control as providedwel

In the event of your death or Disability while yare employed, all of your Restricted Stock Unitalishest and be settled as soo
practicable after
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(but not later than sixty (60) days after) the dzteuch event. If your death or Disability occtoBowing the termination of your
employment and your Restricted Stock Units are thestanding under the terms hereof, then all of yested Restricted Stock
Units plus any Restricted Stock Units that wouldéhatherwise vested during any continued vestinggéereunder shall be
settled as soon as practicable after (but not thter sixty (60) days after) the date of your deatBDisability.

Termination Due to Disposition of (1) If your employment is terminated (other thamrtimation for cause, your voluntary terminationyour Retirement) by reason

Subsidiary

Change in Control

Termination In Connection with a
Change in Control

a divestiture or change in control of a subsidiafyPG&E Corporation, which divestiture or changecwntrol results in sut
subsidiary no longer qualifying as a subsidiarypooation under Section 424(f) of the Internal Rexeode of 1986, as amen
(the “Code”), or (2) if your employment is terminated (other thi@nmination for cause, your voluntary terminatiam, youl
Retirement) coincident with the sale of all or dahgally all of the assets of a subsidiary of PG&&rporation, the Restricted St
Units shall vest and be settled in the same maemésr a “Termination other than for Cause” desatibbove.

In the event of a Change in Control, the surviviemjtinuing, successor, or purchasing corporatiostioer business entity or par
thereof, as the case may be (the “Acquirgr may, without your consent, either assume orinaetPG&E Corporatiors rights an
obligations under this Agreement or provide a safisilly equivalent award in substitution for thesRicted Stock Units subject
this Agreement.

If the Restricted Stock Units are neither assum@dcontinued by the Acquiror or if the Acquiror doeot provide a substantie
equivalent award in substitution for the RestricBtdck Units, all of your unvested Restricted Stbltlits shall automatically ve
immediately preceding and contingent on, the Chandgeontrol and be settled in accordance with tleenhal Vesting Schedu
subject to the earlier settlement provisions of thjreement.

If you separate from service (other than termimafar cause, your voluntary termination, or youtiRenent) in connection with
Change in Control within three months before thear@e in Control occurs, all of your outstanding tReted Stock Unit
(including Restricted Stock Units that you wouldvé@aotherwise forfeited after the end of the corghwesting period) sh.
automatically vest on the date of the Change int@band will be settled in accordance with the iat Vesting Schedule (withc
regard to the requirement that you be employedjstlto the earlier settlement provisions of thigrdement. In the event of suc
separation in connection with a Change in Contiithiw two years following the Change in ControluydRestricted Stock Units |
the extent they did not previously vest upon, faamaple, failure of the Acquiror to assume or comtinthis Award) she
automatically vest on the date of such separatmhvéll be settled as soon as practicable after ifotilater than

A-3




sixty (60) days after) the date of such separati®8&E Corporation shall have the sole discretmddtermine whether termination
of your employment was made in connection with ar@fe in Control

Delay PG&E Corporation shall delay the issuance of draress of common stock to the extent it is necegsacpmply with Section 409A
(a)(2)(B)(i) of the Code (relating to payments méaleertain “key employees” of certain publidthaded companies); in such ev:
any shares of common stock to which you would etfeer be entitled during the six (6) month periotloiwing the date of yot
“separation from servicelinder Section 409A (or shorter period ending onda of your death following such separation)
instead be issued on the first business day fofigwhe expiration of the applicable delay period.

Withholding Taxes The number of shares of PG&E Corporation commoaokstbat you are otherwise entitled to receive upettlement of Restrict:
Stock Units will be reduced by a number of shar@gry an aggregate Fair Market Value, as determiyeBG&E Corporatiol
equal to the amount of any Federal, state, or Iteoeds of any kind required by law to be withheld RG&E Corporationn
connection with the Restricted Stock Units deteedinising the applicable minimum statutory withheddrates , includingocia
security and Medicare taxes due under the Fedesarance Contributions Act and the California Stitgability Insurance tax‘(
Withholding Taxes”). If thevithheld shares were not sufficient to satisfy yminimum Withholding Taxes, you will be requirec
pay, as soon as practicable, including throughtexhdil payroll withholding, any amount of the Withitling Taxes that is n
satisfied by the withholding of shares describeaveh

Alternatively, you may elect to pay applicable Wittding Taxes through payroll deductions or by casbheck. Such an electi
must be made as indicated on the cover sheett@dtreement.

Leaves of Absence For purposes of this Agreement, if you are on apraped leave of absence from PG&E Corporation, eeapient of PG&l
Corporation sponsored disability benefits, you wiintinue to be considered as employed. If youndb return to activ
employment upon the expiration of your leave ofesioge or the expiration of your PG&E Corporationrsared disability benefit
you will be considered to have voluntarily termadtour employment. See above under “Voluntaryrlieation.”

Notwithstanding the foregoing, if the leave of alse exceeds six (6) months, and a return to senpoe expiration of such les
is not guaranteed by statute or contract, then sfall be deemed to have had a “separation fromcggrior purposes of ar
Restricted Stock Units that are settled hereungensuch separation. To the extent an authorieadel of absence is due t
medically determinable physical or mental impairtrtbiat can be expected to result in death or toftasa continuous period of
least six (6) months and such impairment causes
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Voting and Other Rights

No Retention Rights

Applicable Law

you to be unable to perform the duties of your fmsiof employment or any substantially similar gios of employment, the six
(6) month period in the prior sentence shall bentyr@ine (29) months.

PG&E Corporation reserves the right to determinécivieaves of absence will be considered as comgnemployment and wh
your employment terminates for all purposes unklisrAgreement.

You shall not have voting rights with respect te tRestricted Stock Units until the date the undeglyshares are issued
evidenced by appropriate entry on the books of P@&Eporation or its duly authorized transfer agent)

This Agreement is not an employment agreement aed dot give you the right to be retained by PG&pOration. Except |
otherwise provided in an applicable employment egrent, PG&E Corporation reserves the right to teate your employment
any time and for any reason.

This Agreement will be interpreted and enforcedarrthe laws of the State of California.
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Exhibit 10.3
PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

PERFORMANCE SHARE GRANT

PG&E CORPORATION , a California corporation, hereby grants PerforceaShares to the Recipient named below. The Peafice Shares he
been granted under the PG&E Corporation 2006 LosgrTincentive Plan, as amended (the “LTIPThe terms and conditions of the Performance Stemeset fort
in this cover sheet and the attached PerformanaeeSkgreement (the “Agreement”).

Date of Grant: Maih, 2010

Name of
Recipient:

Last Four Digits of Recipient’s Social Security
Number:

Number of Performanc

Shares:
By signing this cover sheet, you agree to all of the terms and conditions described in the attached Agreement. You and PG& E
Corporation agree to execute such further instruments and to take such further action as may reasonably be necessary to carry out
theintent of the attached Agreement. You are also acknowledging receipt of this Grant, the attached Agreement, and a copy of the
prospectus describing the LTI P and the Performance Shares dated March 10, 2010.

Recipient:

igBature)

Please sign and return to PG&E Corporation, Humas&urces,
One Market, Spear Tower, Suite 400, San Franci8etifornia 94105

Time Sensitive Election Regarding Withholding Taxes

The number of shares of PG&E Corporation commockstioat you may be otherwise entitled to receiverugettiement of Performance Shares will be redtwadtisfy
your applicable Withholding Taxes (defined in thgréement) unlesgou elect by checking the box below to pay suchhWétding Taxes by cash or check and return
this executed cover sheet to PG&E CorporatipiMarch 16, 2010. (Form may be faxed to Tony Miller at (415) 26008.)

O By checking this box | elect taisky the tax obligation by cash or check and retéhshares withheld for this purpose.

Attachment




The LTIP and Other
Agreements

Grant of
Performance Shares

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

This Agreement constitutes the entire understandetgeen you and PG&E Corporation regarding théoReance Shares, subjec
the terms of the LTIP. Any prior agreements, cotrmaits or negotiations are superseded. In thet@f@my conflict or inconsisten
between the provisions of this Agreement and thi#°L.The LTIP shall govern. Capitalized terms tha not defined in this Agreem
are defined in the LTIP. In the event of any canflbetween the provisions of this Agreement andRIEB&E Corporation Office
Severance Policy, this Agreement shall govern.

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

PG&E Corporation grants you the number of Performea®hares shown on the cover sheet of this Agreeniére Performance Sha
are subject to the terms and conditions of thiseagrent and the LTIP.

Vesting of Performance Share A s long as you remain employed with PG&E Corpioratthe Performance Shares will vest on the fitstiness day of March (the

Settlement in Shares

“Vesting Date”) of the third year following the @apf grant specified in the cover sheet. Excepteseribed below, all Performance
Shares subject to this Agreement that have noedestall be forfeited upon termination of your eoyphent.

Vested performance shares will be settled in shafd3G&E Corporation common stock, subject to thesgaction of Withholdin
Taxes, as described below. The number of shanesag® entitled to receive will be calculated by tiplfing the number of vest
Performance Shares by the “settlement percentagefrdined as follows:

Upon the Vesting Date, PG&E Corporation’s total rehalder return (“TSR”will be compared to the TSR of the twelve o
companies in PG&E Corporation’s comparator gréufor the prior three calendar years (the “Perforneaf@riod”). Subject ti
rounding considerations, if PG&E Corporation’s T$&lIs below the 25t percentile of the comparator group the settlel
percentage will be 0%; if PG&E Corporation’'s TSR dt the 25" percentile, the settlement percentage will be 2598 G&E
Corporation’s TSR is at the ?percentile, the settlement percentage will be 10884;if PG&E Corporatiors TSR is in the top rar
the settlement percentage will be 200%. The fdlhowtable sets forth the settlement percentagethéoother TSR rankings that co
be achieved based on PG&E Corporation’s TSR rattkinvihe comparator group:

1The identities of the companies currently compgime comparator group are included in the prosggedPG&E Corporation reserves the right to chahgecompanie
comprising the comparator group at any time.




Dividends

Voluntary Termination

Termination for Cause

Termination other than for
Cause

Number of Companies in
Totah@luding PG&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%

The final settlement percentage, if any, will béetimined as soon as practicable following the dza¢ the Compensation Commit
of the PG&E Corporation Board of Directors cersfitne TSR percentile rank over the PerformanceoBgrirsuant to Section 10.5
of the LTIP. PG&E Corporation will issue sharessasn as practicable after such determinationpbutater than sixty (60) days al
the Vesting Date.

Each time that PG&E Corporation declares a dividemdts shares of common stock, an amount equéktdividend multiplied by t
number of Performance Shares granted to you byAtiisement shall be accrued on your behalf. If seneive a Performance Sh
settlement in accordance with the preceding paphgrat that same time you also shall receive a pagment equal to the amoun
any dividends accrued with respect to your PerfoiceaShares over the Performance Period multipligdhle same settleme
percentage used to determine the number of shatearg entitled to receive, if any.

If you terminate your employment with PG&E Corpasatvoluntarily before the Vesting Date (other tHfan Retirement), all of tr
Performance Shares shall be cancelled as of tleeafiauch termination and any dividends accruedl vaspect to your Performat
Shares shall be forfeited.

If your employment with PG&E Corporation is termied at any time by PG&E Corporation for cause ketbe Vesting Date, all
the Performance Shares shall be cancelled as ofldte of such termination and any dividends accrwétl respect to yol
Performance Shares shall be forfeited. In gentahination for “causefneans termination of employment because of distipne
criminal offense or violation of a work rule, andlvee determined by and in the sole discretiofPG&E Corporation.

If your employment with PG&E Corporation is termied by PG&E Corporation other than for cause betbeeVesting Date, yo
unvested Performance Shares will vest proportigradised on the number of months during the Perfocamderiod that you we
employed (rounded down)




Retirement

Death/Disability

divided by the number of months in the PerformaPegod (36 months). All other outstanding PerfanmeaShares (and any associ
accrued dividends) shall be cancelled unless yaunihation of employment was in connection with fea@ige in Control as provid
below. Your vested Performance Shares will be esittif at all, as soon as practicable after thetiigsDate based on the se
settlement percentage applied to active employrdsraany event within sixty (60) days of the VegtiDate. At that time you al
shall receive a cash payment, if any, equal taatheunt of dividends accrued over the PerformancedPevith respect to your vest
Performance Shares multiplied by the same settiepegentage used to determine the number of slgateare entitled to receive
any.

If you retire before the Vesting Date, your outsiag Performance Shares will continue to vest asmigh your employment h
continued and will be settled, if at all, as sosrpeacticable following the Vesting Date and in @wgnt within sixty (60) days of t
Vesting Date. At the same time you also shall atseive a cash payment, if any, equal to the amoludividends accrued over 1
Performance Period with respect to your PerformaBlcares multiplied by the same settlement percentemgd to determine 1
number of shares you are entitled to receive, yf aivou will be considered to have retired if yare age 55 or older on the dat
termination and if you were employed by PG&E Cogtion for at least five consecutive years endingrendate of termination
your employment.

If your employment terminates due to your deatHisability before the Vesting Date, all of your fé@mance Shares shall immedia
vest and will be settled, if at all, as soon agficable after the Vesting Date and in any evethiwisixty (60) days of the Vesting D.
based on the same settlement percentage appladive employees. At that same time you also skakive a cash payment, if a
equal to the amount of dividends accrued over gréoPmance Period with respect to your Performe®ltares multiplied by the sa
settlement percentage used to determine the nuofilsbares you are entitled to receive, if any.

Termination Due to Disposition(1) If your employment is terminated (other thandause or your voluntary termination) by reasoa divestiture or change in con

of Subsidiary

of a subsidiary of PG&E Corporation, which divasté or change in control results in such subsidi@ylonger qualifying as
subsidiary corporation under Section 424(f) of lilternal Revenue Code of 1986, as amended, of yBur employment is terminat
(other than for cause or your voluntary termingtioaincident with the sale of all or substantiadlly of the assets of a subsidiary
PG&E Corporation, all Performance Shares shall pesgportionally based on the number of months dytire Performance Period t
you were employed (rounded down) divided by the m@inof months in the Performance Period (36 montAdl) other outstandin
Performance Shares (and any associated accruedenild) shall automatically be cancelled upon secmihation. Your veste
Performance Shares will be settled, if at all, @nsas practicable after the Vesting Date and jnement within sixty (60) days of t
Vesting Date, based on the same settlement pegeeafaplied to active employees. At that same e also shall receive a ci
payment, if any, equal to the amount of dividents'a@ed over the Performance Period with respepbtn vested




Change in Control

Termination In Connection
with a Change in Control

Performance Shares multiplied by the same settlepercentage used to determine the number of slgateare entitled to receive,
any.

In the event of a Change in Control, the surviviogntinuing, successor, or purchasing corporatiootieer business entity or par
thereof, as the case may be (the “Acquirg; may, without your consent, either assume orinaet PG&E Corporatios’ rights an
obligations under this Agreement or provide a saft#lly equivalent award in substitution for therfermance Shares subject to
Agreement. If the Acquiror assumes or continuegP&orporations rights and obligations under this Agreement drsstutes

substantially equivalent award, TSR shall be caleual by aggregating (a) the TSR of PG&E Corpordfiiorihe period from Januan
of the year of grant to the date of the Changeantf@l, and (b) the TSR of the Acquiror from theedaf the Change in Control to
last calendar day of the year preceding the Vedatg. The settlement percentage reflected inatle set forth above for the higt
percentile TSR performance met or exceeded whemleé¢d on that basis, and considering any adjusgsrte the comparator groi
will be used to determine the number of sharesnif, you are entitled to receive upon settlementhef assumed, continued
substituted award, which settlement shall occusa as practicable after the Vesting Date anahynexent within sixty (60) days
the Vesting Date. At that time you also shall reeex cash payment, if any, equal to the amoumtiaflends accrued with respec
your Performance Shares over the Performance Paridiiplied by the same settlement percentage tsetbtermine the number
shares you are entitled to receive, if any.

If the Change in Control of PG&E Corporation occbefore the original Vesting Date, and if this Adids neither assumed 1
continued by the Acquiror or if the Acquiror doest provide a substantially equivalent award in $ititson for the Performan:
Shares subject to this Agreement, all of your amiding Performance Shares shall automatically adtbecome nonforfeitable on
date of the Change in Control. Such vested Pedoom Shares will be settled, if at all, as sooprasticable following the origin
Vesting Date and in any event within sixty (60) slaf the original Vesting Date. The settlementpatage, if any, will be based
PG&E Corporatiors TSR for the period from January 1 of the yeagraht to the date of the Change in Control compéwate TSt
of the other companies in PG&E Corporation’s coraf@rgroup? for the same period. At the same time you alsol sketive a cas
payment, if any, equal to the amount of dividendsra@ed with respect to your Performance Sharelseaate of the Change in Con
multiplied by the same settlement percentage usdétermine the number of shares you are entitleddeive, if any.

If your employment is terminated by PG&E Corporatmther than for cause in connection with a Chandeontrol within within twc
years following the Change in Control, all of yawtstanding Performance Shares (to the extent digbyiot previously vest upi
failure of the Acquiror to assume or continue thigard) shall automatically vest and become nonftalde on

2The identities of the companies currently compgdime comparator group are included in the prosisecdPG&E Corporation reserves the right to chahgecompanie
comprising the comparator group at any time.




Withholding Taxes

Leaves of Absence

No Retention Rights

the date of termination of your employment. If yemployment is terminated by PG&E Corporation othan for cause in connect
with a change in control within three months beftite change in control occurs, all of your outstagdberformance shares v
automatically vest in full and become nonforfeitable (including the portioattiiou would have otherwise forfeited based or
proration of vested performance shares througtd#tie of termination of your employment) as of tkaedof the change in conti
Your vested Performance Shares will be settledt #ll, as soon as practicable following the o@djiesting Date and in any ev
within sixty (60) days of the Vesting Date and vii#t based on the same settlement percentage apipketive employees. You st
also at that time receive a cash payment, if agyakto the amount of dividends accrued over théoReaance Period with respect
your vested Performance Shares multiplied by theessettlement percentage used to determine theeruhiBhares you are entitlec
receive, if any. PG&E Corporation shall have tbée discretion to determine whether terminatioryofir employment was made
connection with a Change in Control.

The number of shares of PG&E Corporation commonokstbat you are otherwise entitled to receive upettlement of Performan
Shares will be reduced by a number of shares hanraggregate Fair Market Value, as determined@$BPCorporation, equal to t
amount of any Federal, state, or local taxes oflangl required by law to be withheld by PG&E Cormiton in connection with th
Performance Shares determined using the applicaiienum statutory withholding rates , includisgcial security and Medicare ta
due under the Federal Insurance Contributions Adt the California State Disability Insurance taxWithholding Taxes”).If the
withheld shares were not sufficient to satisfy yaunimum Withholding Taxes, you will be required pay, as soon as practica
including through additional payroll withholdingayaamount of the Withholding Taxes that is notsad by the withholding of shai
described above .

Alternatively, you may elect to pay applicable Withding Taxes through payroll deductions or by aasbheck. Such an election m
be made as indicated on the cover sheet to thisehgent.

For purposes of this Agreement, if you are on apraped leave of absence from PG&E Corporation, aedapient of PG&I
Corporation sponsored disability benefits, you wéhtinue to be considered as employed. If younatoreturn to active employme
upon the expiration of your leave of absence oretkgiration of your PG&E Corporation sponsored by benefits, you will b
considered to have voluntarily terminated your emplent. See above under “Voluntary Termination.”

PG&E Corporation reserves the right to determin&lvkeaves of absence will be considered as cantinemployment and when yc
employment terminates for all purposes under tljseAment.

This Agreement is not an employment agreement aas dot give you the right to be retained by PG&itpOration. Except |
otherwise provided in an applicable employment egrent, PG&E Corporation reserves the right to teate your employment at &
time and for any reason.




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

By signing the cover sheet of this Agreement, you agreeto all of the terms and conditions described above and in the LTI P.



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

2010 2009 2008

2007

2006

2005

Earnings:

Net income $

Adjustments for income or loss fro
equity investees of less than 100
owned affiliates and the Compan
equity in undistributed income
(losses) of less than 50% owned
affiliates

Income taxes provisio

Fixed charges

264 $ 1,25C $ 1,19¢ $

48¢
86C

482
817

19¢
191

1,024

571
88¢

$

98t

60z
801

934

574
58¢

Total Earnings $

65C $ 2,54¢ $ 2541 $

2,48¢

$

2,38¢

2,09;

Fixed Charges:

Interest on shorterm borrowings an
long-term debt, ne $

Interest on capital leas

AFUDC debt

Earnings required to cover the
preferred stock dividend and
preferred security distribution
requirements of majority owned
trust

Total Fixed Charges $

17z $ 754 $ 794 %

13 44 44

191 $

817 $ 86C $

834
23
32

$

77C

20

801

57¢

15

58¢

Ratios of Earnings to
Fixed Charges

3.4C 3.1z 2.9¢

2.9¢

3.5€

Note: For the purpose of computing Pacific GasBledtric Compan’s ratios of earnings to fixed charges, “earninggresent net
income adjusted for the income or loss from equiestees of less than 100% owned affiliates, gdnitindistributed income or
losses of less than 50% owned affiliates, incomegdand fixed charges (excluding capitalized irs@réFixed charges” include
interest on long-term debt and short-term borrowifigcluding a representative portion of rentalenge), amortization of bond
premium, discount and expense, interest on cdpiaks, AFUDC debt, and earnings required to cinepreferred stock dividend
requirements and preferred security distributiaquieements of majori-owned trust. Fixed charges exclude interest ottiabxities.



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

Three
Months
Ended
March 31, Year Ended December 31
2010 2009 2008 2007 2006 2005

Earnings:
Net income $ 264 $ 125 $ 1,19¢ $ 1,022 $ 98t $ 934
Adjustments for income or loss fror

equity investees of less than 100

owned affiliates and the Compan

equity in undistributed income

(losses) of less than 50% owned

affiliates - - - - - -
Income taxes provisio 19t 482 48¢ 571 602 574
Fixed charge 191 817 86C 88¢ 801 58¢
Total Earnings $ 65C $ 254¢ $ 2547 $ 2,48¢ $ 2,38¢ $ 2,097

Fixed Charges:
Interest on short-term borrowings
and lon¢-term debt, ne $ 17 8 754 $ 794 $ 834 $ 77C $ 57¢
Interest on capital leas 5 19 22 23 11 1
AFUDC debt 13 44 44 32 20 15
Earnings required to cover t

preferred stock dividend and

preferred security distribution

requirements of majority owne

trust - - - - -
Total Fixed Charges $ 191 $ 817 $ 86C $ 88¢ $ 801 $ 58¢
Preferred Stock Dividends:
Tax deductible dividenc 2 9 9 9 12 9
Pre-tax earnings required to cov
non-tax deductible preferred stock

dividend requirements 2 7 7 8 3 12
Total Preferred Stock Dividends 4 16 16 17 15 21

Total Combined Fixed Charges
and Preferred Stock Dividends $ 198 $ 83t $ 87¢ $ 90¢€ $ 8l $ 61C

Ratios of Earnings to
Combined Fixed Charges and
Preferred Stock Dividends 3.3¢ 3.0€ 2.91 2.74 2.9z 3.44

Note: For the purpose of computing Pacific GasBledtric Compan's ratios of earnings to combined fixed charges ederred
stock dividends, “earnings” represent net inconjastdd for the income or loss from equity investeless than 100% owned
affiliates, equity in undistributed income or loss# less than 50% owned affiliates, income taxekfixed charges (excluding
capitalized interest). “Fixed charges” include et on long-term debt and short-term borrowingsl{iding a representative portion
of rental expense), amortization of bond premiuiscalint and expense, interest on capital leasedD&Fdebt, and earnings requi
to cover the preferred stock dividend requiremants preferred security distribution requirementsafority-owned trust. “Preferred
stock dividends” represent tax deductible divideanld pretax earnings that are required to pay the dividemdsutstanding preferr
securities. Fixed charges exclude interest oniséities.



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

Three
Months
Ended
March 31, Year Ended December 31
2010 2009 2008 2007 2006 2005
Earnings:
Net income $ 261 $ 123 % 1,19¢ $ 1,02 $ 1,008 $ 92C
Income taxes provisio 18t 46( 42¢ 53¢ 554 544
Fixed charge 207 877 907 937 84E 63¢
Pre-tax earnings required to cov
the preferred stock dividend of
consolidated subsidiaries (4) (16) (1€) (17) (15) (20)
Total Earnings $ 64 $ 2,55t $ 251, $ 247¢ $ 2,38¢ $ 2,08
Fixed Charges:
Interest and amortization
premiums, discounts and
capitalized expenses related tc
short-term borrowings and long
term debt, ne $ 185 $ 79¢ $ 82t $ 86 $ 79¢ $ 602
Interest on capital leas 5 1¢ 22 23 11 1
AFUDC debt 13 44 44 32 2C 15
Pre-tax earnings required to cover
preferred stock dividend of
consolidated subsidiaries 4 1€ 1€ 17 15 20
Total Fixed Charges $ 207 $ 877 $ 907 $ 937 $ 84 $ 63¢
Ratios of Earnings to
Fixed Charges 3.14 2.91 2.71 2.6 2.82 3.2€

Note: For the purpose of computing PG&E Corporasioatios of earnings to fixed charg“earning” represent income froi
continuing operations adjusted for income taxe®dicharges (excluding capitalized interest), anedtax earnings required to cover
the preferred stock dividend of consolidated subsiek. “Fixed charges” include interest on longvtelebt and short-term
borrowings (including a representative portionaital expense), amortization of bond premium, distand expense, interest on
capital leases, AFUDC debt, and earnings requoexdver preferred stock dividends of consolidatgusgliaries. Fixed charges
exclude interest on tax liabilitie




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 Forr-Q for the quarter ended March 31, 2010 of PG&E Grafon;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omgtéde a material fact necessary to make the statsrmade,
light of the circumstances under which such statgswere made, not misleading with respect to #reod covered by this repo
3. Based on my knowledge, the financial statements$,atiner financial information included in this repdairly present in all material respects theaficial conditior
results of operations and cash flows of the regigtas of, and for, the periods presented in #psnt;
4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as defined in Exghéwct Rule
13&-15(e) and 15-15(e)) and internal control over financial repagti@s defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav
a. Designed such disclosure controls and proceduresused such disclosure controls and proceduttes tesigned under our supervision, to ensurenthégria
information relating to the registrant, includinig consolidated subsidiaries, is made known toyustibers within those entities, particularly durithg period i
which this report is being prepare
b. Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed under our supervisiorprovide
reasonable assurance regarding the reliabilitynaintial reporting and the preparation of finanstatements for external purposes in accordandegeiberall
accepted accounting principle
c. Evaluated the effectiveness of the registrant'slatisire controls and procedures and presentedisnréport our conclusions about the effectivendsthe
disclosure controls and procedures, as of the étitegeriod covered by this report based on swaluation; anc
d. Disclosed in this report any change in the regit’s internal control over financial reporting thatomed during the registres most recent fiscal quarter (
registrant’s fourth quarter in the case of an ahreport) that has materially affected, or is rewsay likely to materially affect, the registramihternal contrc
over financial reporting; an
5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiantefnal control over financial reporting, to thegistrant'
auditors and the audit committee of registrant&rtof directors (or persons performing the eqernafunctions)
a. All significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reporting which are reasonably likelyadversel
affect the registrant's ability to record, processnmarize and report financial information;
b. Any fraud, whether or not material, that involveamagement or other employees who have a significé@atin the registrant's internal control overaficia
reporting.
Date: May 7, 201( PETER A. DARBEE

Peter A. Darbe
Chairman, Chief Executive Officer, and Presic




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

I, Kent M. Harvey, certify that:

1. I have reviewed this Quarterly Report on Forr-Q for the quarter ended March 31, 2010 of PG&E Gmation;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéde a material fact necessary to make the statsrmade,
light of the circumstances under which such statgswere made, not misleading with respect to greod covered by this repo

3. Based on my knowledge, the financial statements,oéimer financial information included in this repdairly present in all material respects thefigial conditior
results of operations and cash flows of the regigtas of, and for, the periods presented in #psnt;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as defined in Exgghéwnt Rule
13&-15(e) and 15-15(e)) and internal control over financial repagti@s defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our supervision, to ensuranaggria

information relating to the registrant, includinig consolidated subsidiaries, is made known toyustibers within those entities, particularly durithg period i
which this report is being prepare

. Designed such internal control over financial réipor, or caused such internal control over finah@@aorting to be designed under our supervisiorprovide

reasonable assurance regarding the reliabilitynaintial reportig and the preparation of financial statement&fbernal purposes in accordance with gene
accepted accounting principle

. Evaluated the effectiveness of the registrant'slatisire controls and procedures and presentedisnréport our conclusions about the effectivendsthe

disclosure controls and procedures, as of the étitegeriod covered by this report based on swaktuation; anc

. Disclosed in this report any change in the regi’'s internal control over financial reporting thatowed during the registre’s most recent fiscal quarter (

registrant’s fourth quarter in the case of an ahreport) that has materially affected, or is rewgay likely to materially affect, the registrasihternal contrc
over financial reporting; an

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiantefnal control over financial reporting, to thegistrant'
auditors and the audit committee of registrant&rtof directors (or persons performing the eqernafunctions)
a. All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are reasonably likeyadversel
affect the registrant's ability to record, processnmarize and report financial information; :
b. Any fraud, whether or not material, that involveamagement or other employees who have a significé@atin the registrant's internal control overaficia
reporting.
Date: May 7, 201( KENT M. HARVEY

Kent M. Harvey
Senior Vice President and Chief Financial Offi



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

I, Christopher P. Johns, certify that:

1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended March 31, 2010 of Pacifis @nd Electric Compan
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omgtéde a material fact necessary to make the statsrmade,
light of the circumstances under which such statgswere made, not misleading with respect to #reod covered by this repo
3. Based on my knowledge, the financial statements$,atiner financial information included in this repdairly present in all material respects theaficial conditior
results of operations and cash flows of the regigtas of, and for, the periods presented in #psnt;
4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as defined in Exghéwct Rule
13&-15(e) and 15-15(e)) and internal control over financial repagti@s defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav
a. Designed such disclosure controls and proceduresused such disclosure controls and proceduttes tesigned under our supervision, to ensurenthégria
information relating to the registrant, includinig consolidated subsidiaries, is made known toyustibers within those entities, particularly durithg period i
which this report is being prepare
b. Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed under our supervisiorprovide
reasonable assurance regarding the reliabilitynaintial reporting and the preparation of finanstatements for external purposes in accordandegeiberall
accepted accounting principle
c. Evaluated the effectiveness of the registrant'slatisire controls and procedures and presentedisnréport our conclusions about the effectivendsthe
disclosure controls and procedures, as of the étitegeriod covered by this report based on swaluation; anc
d. Disclosed in this report any change in the regit’s internal control over financial reporting thatomed during the registres most recent fiscal quarter (
registrant’s fourth quarter in the case of an ahreport) that has materially affected, or is rewsay likely to materially affect, the registramihternal contrc
over financial reporting; an
5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiantefnal control over financial reporting, to thegistrant'
auditors and the audit committee of registrant&rtof directors (or persons performing the eqernafunctions)
a. All significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reporting which are reasonably likelyadversel
affect the registrant's ability to record, processnmarize and report financial information;
b. Any fraud, whether or not material, that involveamagement or other employees who have a significé@atin the registrant's internal control overaficia
reporting.
Date: May 7, 2010 CHRISTOPHER P. JOHN

Christopher P. Johr
Presiden




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

I, Sara A. Cherry, certify that:

1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended March 31, 2010 of Pacifis @nd Electric Compan
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omgtéde a material fact necessary to make the statsrmade,
light of the circumstances under which such statgswere made, not misleading with respect to greod covered by this repo
3. Based on my knowledge, the financial statements$,atimer financial information included in this repdairly present in all material respects theaficial conditior
results of operations and cash flows of the regigtas of, and for, the periods presented in #psnt;
4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as defined in Exghéwct Rule
13&-15(e) and 15-15(e)) and internal control over financial repagti@s defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav
a. Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our supervision, to ensuranaggria
information relating to the registrant, includinig consolidated subsidiaries, is made known toyustibers within those entities, particularly durithg period i
which this report is being prepare
. Designed such internal control over financial réipor, or caused such internal control over finah@@aorting to be designed under our supervisiorprovide
reasonable assurance regarding the reliabilitynaintial reporting and the preparation of finanstatements for external purposes in accordandegeierall
accepted accounting principle
. Evaluated the effectiveness of the registrant'slatisire controls and procedures and presentedisnréport our conclusions about the effectivendsthe
disclosure controls and procedures, as of the étitegeriod covered by this report based on swaktuation; anc
d. Disclosed in this report any change in the regid’'s internal control over financial reporting thatooed during the registre’s most recent fiscal quarter (
registrant’s fourth quarter in the case of an ahreport) that has materially affected, or is rewgay likely to materially affect, the registrasihternal contrc
over financial reporting; an
5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiantefnal control over financial reporting, to thegistrant'
auditors and the audit committee of registrant&rtof directors (or persons performing the eqernafunctions)
a. All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are reasonably likeyadversel
affect the registrant's ability to record, processnmarize and report financial information; :
b. Any fraud, whether or not material, that involveamagement or other employees who have a significé@atin the registrant's internal control overaficia
reporting.
Date: May 7, 201 SARA A. CHERRY

Sara A. Chern
Vice President, Finance and Chief Financial Off



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 quagaeded March 31, 2010 (“Form 10-Q"), |, Peter A.
Darbee, Chairman, Chief Executive Officer, and ilexgt of PG&E Corporation, hereby certify pursuni8 U.S.C. Section 1350, as adopted pursuargd¢tdh 906 ¢
the Sarbanes-Oxley Act of 2002, to the best of myKkedge and belief, that:

(: the Form 1-Q fully complies with the requirements of secti@{d) or 15(d) of the Securities Exchange Act of4,%hd

@ the information contained in the Form-Q fairly presents, in all material respects, timafficial condition and results of operation:
PG&E Corporation

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

May 7, 2010




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, 2010 (“Form 10-Q"), I, Kent M.
Harvey, Senior Vice President and Chief Financificer of PG&E Corporation, hereby certify pursuamtl8 U.S.C. Section 1350, as adopted pursugdédction 906
of the Sarbanes-Oxley Act of 2002, to the best pykmowledge and belief, that:

& the Form 1-Q fully complies with the requirements of secti@{d) or 15(d) of the Securities Exchange Act of4;38d

@ the information contained in the Form-Q fairly presents, in all material respects, timaficial condition and results of operation:
PG&E Corporation

KENT M. HARVEY

KENT M. HARVEY
Senior Vice President ar
Chief Financial Office

May 7, 2010







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 Comptmmythe quarter ended March 31, 2010 (“Form 10;Q”
I, Christopher P. Johns, President of Pacific GasEectric Company, hereby certify pursuant tdJ18.C. Section 1350, as adopted pursuant to Seefiérof the
Sarbanes-Oxley Act of 2002, to the best of my krealgk and belief, that:

a the Form 1-Q fully complies with the requirements of secti@{d) or 15(d) of the Securities Exchange Act of4,%hd

2) the information contained e t-orm 10Q fairly presents, in all material respects, timaficial condition and results of operations of fa
Gas and Electric Compar

CHRISTOPHER P. JOHN
CHRISTOPHER P. JOHN
Presiden

May 7, 2010




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 Compfamthe quarter ended March 31, 2009 (“Form 10;Q”"
I, Sara A. Cherry, Vice President, Finance and Ofiigancial Officer of Pacific Gas and Electric Coamy, hereby certify pursuant to 18 U.S.C. Secti®b0, as adoptt
pursuant to Section 906 of the Sarbanes-Oxley A2DO2, to the best of my knowledge and belieft:tha

1 the Form 1-Q fully complies with the requirements of secti@{d) or 15(d) of the Securities Exchange Act of4;38d

2) the information contained lire tForm 10-Q fairly presents, in all material respgthe financial condition and results of openadi of
Pacific Gas and Electric Compar

SARA A. CHERRY
SARA A. CHERRY
Vice President, Finance and Chief Financial Off

May 7, 2010



