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

FORM 10-Q

(Mark One)
X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DRE

SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2010

OR

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE

SECURITIES EXCHANGE ACT OF 1934

For the transition period frol to
Exact Name of
Commission Registrant State or other IRS Employer
File as specified Jurisdiction of Identification
Number in its charter Incorporation Number
1-12609 PG&E Corporation California 94-3234914
1-2348 Pacific Gas and Electric Compe California 94-074264C
Pacific Gas and Electric Company PG&E Corporation
77 Beale Street One Market, Spear Tower
P.O. Box 770000 Suite 2400
San Francisco, California 94177 San Francisco, California 94105
Address of principal executive offices, includirig zode

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

Registrant’s telephone number, including area code

Indicate by check mark whether each registranhég)filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was reduodile such reports), and (2) have been
subject to such filing requirements for the pastdé@s. [X] Yes [] No

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation ${8§ 232.405 of this chapter) during the precedi@gnonths (o
for such shorter period that the registrant wasired to submit and post such files).

PG&E Corporatior [X] Yes [ ] No

Pacific Gas and Electric Compar [ 1Yes[ ] No

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See definitions “large accelerated fil”, “accelerated file’, and“smaller reporting compa” in Rule 12I-2 of the Exchange Ac



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

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

[X] Non-accelerated file [ ] Smaller reporting compar

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).

PG&E Corporation [ 1Yes [X] No

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

Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date.
Common Stock Outstanding as of July 29, 2010:

PG&E Corporatior 390,752,20¢
Pacific Gas and Electric Compa 264,374,80¢
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PART I. FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PG&E CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in millions, except per share amounts)
Operating Revenues
Electric
Natural gas
Total operating revenues
Operating Expenses
Cost of electricity
Cost of natural ga
Operating and maintenan
Depreciation, amortization, and decommissior

Total operating expense:

Operating Income
Interest incom
Interest expens
Other income (expense), r
Income Before Income Taxe:
Income tax provisiol

Net Income
Preferred stock dividend requirement of subsidiary

Income Available for Common Shareholders

Weighted Average Common Shares Outstanding, Basic
Weighted Average Common Shares Outstanding, Dilute
Net Earnings Per Common Share, Basic

Net Earnings Per Common Share, Dilutec

Dividends Declared Per Common Share

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,

2010 2009 2010 2009
$2,51t $2,55¢ $5,028  $4,98(
717 64C 1,682 1,64¢
3,232 3,194 6,707 6,62F
863 88:¢ 1,78: 1,76¢
247 18¢ 742 74t
95¢ 1,03¢ 1,95(C 2,097
46¢ 42¢ 91¢ 84¢
2,53 2,53¢ 5,39/ 5,45¢€
69t 65€ 1,31z 1,16¢

2 17 4 26
(175) (17¢) (343 (359

2 22 (4) 40

524 517 97C 87¢€
187 12t 372 24C
337 392 59¢ 63€

4 4 7 7

$ 332 $ 386 $ 591 $ 62¢
37:¢ 36¢ 372 36€
39C 36¢ 38¢ 367

$ 08 $ 10 $156 $1.6¢
$ 08 $ 10z $154 $ 167
$ 046 $ 04z $091 $0.8/

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

(Unaudited)
Balance At
December 31
June 30,
(in millions) 2010 2009
ASSETS
Current Assets
Cash and cash equivalel $ 26f $ 527
Restricted cas 582 633
Accounts receivable
Customers (net of allowance for doubtful accouft87d at June 30, 2010 and $68 at
December 31, 200¢ 84¢€ 85¢
Accrued unbilled revent 722 671
Regulatory balancing accour 1,36¢ 1,10¢
Other 75¢ 75C
Inventories:
Gas stored underground and fuel 142 114
Materials and supplie 19z 20C
Income taxes receivah — 127
Prepaid expenses and ot 734 667
Total current assets 5,617 5,651
Property, Plant, and Equipment
Electric 31,40¢ 30,48:
Gas 10,97: 10,69°
Construction work in progre: 2,14¢ 1,88¢
Other 14 14
Total property, plant, and equipment 44,54; 43,08(
Accumulated depreciatic (14,559 (14,18%)
Net property, plant, and equipment 29,98: 28,89:
Other Noncurrent Assets
Regulatory assets ($944 and $1,124 related to ¥regovery Bonds at June 30, 2010 and
December 31, 2009, respective 5,61( 5,522
Nuclear decommissioning trus 1,85¢ 1,89¢
Income taxes receivah 692 59¢
Other 46€ 37¢
Total other noncurrent assets 8,62: 8,39¢
TOTAL ASSETS $ 44,21¢ $ 42,94

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

(Unaudited)
Balance At
December 31
June 30,
(in millions, except share amounts) 2010 2009
LIABILITIES AND EQUITY
Current Liabilities
Shor-term borrowings $ 1,057 $ 83¢
Long-term debt, classified as curre 59t 34z
Energy recovery bonds, classified as cur 39t 38¢€
Accounts payable
Trade creditor: 92C 984
Disputed claims and customer refur 74¢€ 773
Regulatory balancing accour 437 281
Other 35€ 34¢
Interest payabl 83¢ 81¢
Income taxes payab 634 214
Deferred income taxe 403 33z
Other 1,23i 1,501
Total current liabilities 7,61¢ 6,81:
Noncurrent Liabilities
Long-term debt 10,17¢ 10,38:
Energy recovery bonc 63€ 827
Regulatory liabilities 4,27¢ 4,12°¢
Pension and other postretirement ben: 2,01¢ 1,77
Asset retirement obligatior 1,60( 1,59:
Deferred income taxe 4,637 4,73
Other 2,131 2,11¢
Total noncurrent liabilities 25,47¢ 25,54
Commitments and Contingencie
Equity
Shareholders Equity
Preferred stock, no par value, authorized 80,0@sb@res, $100 par value, authorized 5,000,00@shar
none issue; — —
Common stock, no par value, authorized 800,000sb@Bes, 390,103,473 shares outstanding (includi
476,312 restricted shares) at June 30, 2010 an@BZ,457 shares outstanding (including 670,552
restricted shares) at December 31, 2 6,64¢ 6,28(
Reinvested earnin¢ 4,45] 4,21z
Accumulated other comprehensive i (232) (160
Total shareholders equity 10,87: 10,33:
Noncontrolling Interest — Preferred Stock of Subsidiary 252 252
Total equity 11,12: 10,58t
TOTAL LIABILITIES AND EQUITY $44,21¢ $ 42,94:

See accompanying Notes to the Condensed Consaliffatancial Statements.
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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 caskigenl 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 liaddli
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/payal
Regulatory balancing accounts,
Other current asse
Other current liabilitie
Other
Net cash provided by operating activities
Cash Flows from Investing Activities
Capital expenditure
Decrease in restricted ca
Proceeds from sales and maturities of nuclear degssipning trust investmen
Purchases of nuclear decommissioning trust invest
Other
Net cash used in investing activities
Cash Flows from Financing Activities
Borrowings under revolving credit facilitit
Repayments under revolving credit facilit
Net issuance (repayments) of commercial papemfrgiscount of $1 in 2010 and $3 in 20
Proceeds from issuance of sl-term debt, net of issuance costs of $1 in 2
Proceeds from issuance of I-term debt, net of discount and issuance costs @i $810 and $16 in 20C
Shor-term debt mature
Long-term debt mature
Energy recovery bonds matur
Common stock issue
Common stock dividends pa
Other
Net cash provided by financing activities
Net change in cash and cash equivalen
Cash and cash equivalents at January
Cash and cash equivalents at June &
Supplemental disclosures of cash flow informatiol
Cash received (paid) fc
Interest, net of amounts capitaliz
Income taxes, n¢
Supplemental disclosures of noncash investing anith&éncing activities
Common stock dividends declared but not yet |
Capital expenditures financed through accountslge
Noncash common stock issuan

See accompanying Notes to the Condensed Consaliffatancial Statements.
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(Unaudited)
Six Months Ended
June 30,
2010 2009
$ 59¢ $ 63¢
1,03¢ 944
(57) 47
(3) 371
97) (46)
(47) 19¢
(20) 112
7 (14%)
45€ 161
(20€) (22€)
28 10
(326) (224
— 3
1,377 1,754
(1,786) (2,077)
50 15
68t 954
(69€) (98¢
4 12
1,74%) (2,08))
30 30C
- (300)
692 (47)
— 49¢
29t 884
(500) —
— (600)
(182) (174
89 18z
(320 (286)
3 (12)
10€ 44€
(262) 11¢
527 21¢
$ 26- $ 33¢
$ (309 $ (299
36 201
$ 17¢ $ 15t
20¢ 24k
258 39



Table of Contents

PACIFIC GAS AND ELECTRIC COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
(in millions) 2010 2009 2010 2009
Operating Revenues
Electric $2,51f $2,55¢ $5,028 $4,98(
Natural gas 717 64C 1,682 1,64¢
Total operating revenues 3,232 3,194 6,707 6,62¢
Operating Expenses
Cost of electricity 863 883 1,78: 1,76¢€
Cost of natural ga 247 18¢ 742 74E
Operating and maintenan 95¢ 1,033 1,94¢ 2,09¢
Depreciation, amortization, and decommissior 46€ 42¢ 91¢ 84¢
Total operating expenses 2,53¢ 2,537 5,392 5,45t
Operating Income 69¢€ 657 1,31¢ 1,17(¢
Interest incom 2 17 4 26
Interest expens (164) (16€) (320 (339
Other income (expense), r 1 15 (5) 36
Income Before Income Taxes 53¢ 52: 994 89:¢
Income tax provisiol 19¢ 132 391 263
Net Income 33¢ 391 603 63C
Preferred stock dividend requiremt 4 4 7 7
Income Available for Common Stock $ 335 $ 387 $ 59€ $ 62¢

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

(Unaudited)
Balance At
December 31
June 30,
(in millions) 2010 2009
ASSETS
Current Assets
Cash and cash equivalel $ 60 $ 334
Restricted cas 583 633
Accounts receivable
Customers (net of allowance for doubtful accouft87d at June 30, 2010 and $68 at
December 31, 200¢ 84¢€ 85¢
Accrued unbilled revent 722 671
Regulatory balancing accour 1,36¢ 1,10¢
Other 794 751
Inventories:
Gas stored underground and fuel 142 114
Materials and supplie 19z 20C
Income taxes receivah — 13¢
Prepaid expenses and ot 73: 662
Total current assets 5,441 5,471
Property, Plant, and Equipment
Electric 31,40¢ 30,48:
Gas 10,97: 10,69°
Construction work in progre: 2,14¢ 1,88¢
Total property, plant, and equipment 44,52¢ 43,06¢
Accumulated depreciatic (14,546 (14,17
Net property, plant, and equipment 29,98: 28,89
Other Noncurrent Assets
Regulatory assets ($944 and $1,124 related to Erfeegovery Bonds at June 30, 2010 and
December 31, 2009, respective 5,61( 5,522
Nuclear decommissioning trus 1,85¢ 1,89¢
Income taxes receivah 74C 61C
Other 36¢€ 31€
Total other noncurrent assets 8,572 8,341
TOTAL ASSETS $ 43,99¢ $ 42,70¢

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

(Unaudited)
Balance At
December 31
June 30,
(in millions, except share amounts) 2010 2009
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Shor-term borrowings $ 1,023 $ 83¢
Long-term debt, classified as curre 59t 95
Energy recovery bonds, classified as cur 39t 38¢€
Accounts payable
Trade creditor: 92C 984
Disputed claims and customer refur 74¢€ 773
Regulatory balancing accour 437 281
Other 367 362
Interest payabl 834 813
Income tax payabl 662 223
Deferred income taxe 40¢ 334
Other 1,032 1,30
Total current liabilities 7,42¢ 6,392
Noncurrent Liabilities
Long-term debt 9,831 10,03:
Energy recovery bonc 63€ 827
Regulatory liabilities 4,27¢ 4,12°¢
Pension and other postretirement ben: 1,96( 1,715
Asset retirement obligatior 1,60( 1,59:
Deferred income taxe 4,68¢ 4,76¢
Other 2,09¢ 2,07:
Total noncurrent liabilities 25,08¢ 25,13:
Commitments and Contingencie
Shareholders’ Equity
Preferred stock without mandatory redemption priowis:
Nonredeemable, 5.00% to 6.00%, 5,784,825 sharetanding at June 30, 2010 and December 31,
2009 14~ 14~
Redeemable, 4.36% to 5.00%, 4,534,958 shares ndistpat June 30, 2010 and December 31,
2009 11z 11z
Common stock, $5 par value, authorized 800,0005b@0es, 264,374,809 shares outstanding at June 30,

2010 and December 31, 20 1,322 1,32
Additional paic-in capital 3,18¢ 3,05¢
Reinvested earnin¢ 6,942 6,70
Accumulated other comprehensive I (22€) (159

Total shareholders’ equity 11,48: 11,18¢
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $43,99¢ $ 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 caskigenl 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 liaddli
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/payal
Regulatory balancing accounts,
Other current asse
Other current liabilitie
Other
Net cash provided by operating activities
Cash Flows from Investing Activities
Capital expenditure
Decrease in restricted ca
Proceeds from sales and maturities of nuclear degssipning trust investmen
Purchases of nuclear decommissioning trust invest
Other
Net cash used in investing activities
Cash Flows from Financing Activities
Borrowings under revolving credit facilitit
Repayments under revolving credit facilit
Net issuance (repayments) of commercial papemfrgiscount of $1 in 2010 and $3 in 20
Proceeds from issuance of sl-term debt, net of issuance costs of $1 in 2
Proceeds from issuance of I-term debt, net of discount and issuance costs @i $810 and $12 in 20(C
Shor-term debt mature
Long-term debt mature
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 equivalen
Cash and cash equivalents at January 1
Cash and cash equivalents at June 30

Supplemental disclosures of cash flow informatio
Cash received (paid) fc
Interest, net of amounts capitaliz
Income taxes, ne
Supplemental disclosures of noncash investing anih&éncing activities
Capital expenditures financed through accountsiga

See accompanying Notes to the Condensed Consaliffatancial Statements.
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(Unaudited)
Six Months Ended
June 30,
2010 2009
$ 60:s $ 63C
1,01¢ 93z
(57) (47)
1) 36¢
(63) (34)
(81) 19¢
(20) 112
4 (140
47% 64
(20€) (22€)
28 10
(316) (220)
— 3
1,382 1,65(
(1,786) (2,077)
50 15
68t 954
(69€) (98¢
11 5
(1,736) (2,089
— 30C
- (300)
692 (47)
— 49¢
29t 53¢
(500) —
— (600)
(182) (174
(7) (7)
(35¢) (312)
13C 653
9 (6)
80 544
(274 10€
334 52
$ 60 $ 15&
$ (287) $ (286
34 70
$ 20¢ $ 24t
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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 prinampose is to hold interests in energy-based kas#s. PG&E Corporation
conducts its business principally through Pacifass@nd Electric Company (“Utility”), a public utiioperating in northern and central
California. The Utility generates revenues maimigough the sale and delivery of electricity anduraltgas to customers. The Utility is
primarily regulated by the California Public Utiéis Commission (“CPUC”) and the Federal Energy Reguy Commission (“FERC"). The
Utility’s accounts for electric and gas operati@ns maintained in accordance with the Uniform Systé Accounts prescribed by the FERC.

This quarterly report on Form 10-Q is a combingubreof PG&E Corporation and the Utility that indles separate Condensed
Consolidated Financial Statements for each compEmy Notes to the Condensed Consolidated FinaBtiaéments apply to both PG&E
Corporation and the Utility. PG&E Corporation’s @amsed Consolidated Financial Statements incluelacbounts of PG&E Corporation,
the Ultility, and other wholly owned and controlisgbsidiaries. The Utility’s Condensed Consolidéathncial Statements include the
accounts of the Utility and its wholly owned andtrolled subsidiaries. All intercompany transactidtave been eliminated from the
Condensed Consolidated Financial Statements.

The accompanying Condensed Consolidated FinanzEgdr8ents have been prepared in accordance withger@rally accepted
accounting principles (“GAAP”) for interim finandiamformation and in accordance with the instrustido Form 10-Q and Rule 10-01 of
Regulation S-X promulgated by the Securities anchBrge Commission (“SEC”) and therefore do notaiorall of the information and
footnotes required by GAAP and the SEC for anninalrfcial statements. PG&E Corporation’s and théitys Condensed Consolidated
Financial Statements reflect all adjustments (ctimgj only of normal recurring adjustments) thahagement believes are necessary for the
fair presentation of their financial condition, uéts of operations, and cash flows for the perjogsented. The information at December 31,
2009 in both PG&E Corporation’s and the Utility'sf@lensed Consolidated Balance Sheets includedsigtiarterly report was derived from
the audited Consolidated Balance Sheets incormbtateeference into their combined 2009 Annual Repo Form 10-K filed on
February 19, 2010. PG&E Corporation’s and the tytdicombined 2009 Annual Report on Form 10-K, tbge with the information
incorporated by reference into such report, isrreteto in this quarterly report as the “2009 AnriRaport.”

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions based on a
wide range of factors, including future regulatdecisions and economic conditions that are diffitupredict. Some of the more critical
estimates and assumptions relate to the Utilitgigifatory assets and liabilities, environmentaladiation liabilities, asset retirement
obligations (“ARQ"), income tax-related assets &dabilities, pension plan and other postretirem@an obligations, and accruals for legal
matters. Management believes that its estimateasswuimptions reflected in the Condensed Consotidéteancial Statements are appropriate
and reasonable. A change in managensezgtimates or assumptions could result in an adgrg that would have a material impact on PC
Corporation’s and the Utility’s financial conditi@nd results of operations during the period incltsuch change occurred. This quarterly
report should be read in conjunction with the 28@@ual Report.

NOTE 2: SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used by PG&Epooation and the Utility are discussed in Notemnd 2 of the Notes to the
Consolidated Financial Statements in the 2009 AhReaort. Any significant changes to those poli@esew significant policies are
described below.

Pension and Other Postretirement Benef

PG&E Corporation and the Utility provide a noantributory defined benefit pension plan for dligiemployees and retirees (referre
collectively as “pension benefits”), contributorggtretirement medical plans for eligible employaed retirees and their eligible dependents,
and non-contributory postretirement life insuraptans for eligible employees and retirees (refetoecbllectively as “other benefits"PG&E
Corporation and the Utility use a December 31 mesmsant date for all plans.
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The net periodic benefit costs reflected in PG&Epooation’s Condensed Consolidated Statementsoofnhe for the three and six-
months ended June 30, 2010 and 2009 were as follows

Pension Benefits Other Benefits
Three Months Ended Three Months Ended
June 30, June 30,

(in millions) 2010 2009 2010 2009
Service cost for benefits earn $ 69 $ 67 $ 9 $ 7
Interest cos 161 15E 23 21
Expected return on plan ass (15¢) (14%) (18) ()
Amortization of transition obligatio — — 6 7
Amortization of prior service co: 13 12 6 4
Amortization of unrecognized lo! 11 24 1 1
Net periodic benefit cost 98 112 27 23

Less: transfer to regulatory accor® (58) (72 — —
Total $ 40 $ 41 $ 27 $ 23

@ The Utility recorded $58 million and $72 millionrfthe three month periods ended June 30, 2010 @@, 2espectively, to a
regulatory account as the amounts are probablecofvery from customers in future rat

Pension Benefits Other Benefits
Six Months Ended Six Months Ended
June 30, June 30,
(in millions) 2010 2009 2010 2009
Service cost for benefits earn $ 13¢ $ 132 $ 19 $ 15
Interest cos 32z 31C 46 42
Expected return on plan ass (312) (290) (36) (34)
Amortization of transition obligatio — — 12 13
Amortization of prior service co: 27 23 12 8
Amortization of unrecognized lo! 21 49 2 2
Net periodic benefit cosi 197 22t 55 46
Less: transfer to regulatory accor® (115) (143) — —
Total $ 82 $ 8 $ 55 $ 46

@ The Utility recorded $115 million and $143 millidor the six month periods ended June 30, 2010 808,Zespectively, to a
regulatory account as the amounts are probablecof/ery from customers in future rat

There was no material difference between PG&E Qaimn’s and the Utility’s consolidated net periothenefit costs for the three and
six months ended June 30, 2010 and 2009.

On February 16, 2010, the Utility amended its dedibenefit medical plans for retirees to provideaditional contributions towards
retiree premiums. The plan amendment was accotiotes a plan modification that required re-measigat of the accumulated benefit
obligation, plan assets, and periodic benefit cadte inputs and assumptions used in re-measureditenbt change significantly from
December 31, 2009 and did not have a material ibgpathe funded status of the plans. The re-measmeof the accumulated benefit
obligation and plan assets resulted in an incrempension and other postretirement benefits aghelceease to other comprehensive income of
$148 million. The impact to net periodic benefistwas not material.

Adoption of New Accounting Pronouncements
Improvements to Financial Reporting by Enterprisésvolved with Variable Interest Entitie:

On January 1, 2010, PG&E Corporation and the Ytidopted an accounting standards update that ebavigen and how to determii
or re-determine, whether an entity is a variabterist entity (“VIE”"), which could require consddition. In addition, the new guidance
replaces the quantitative approach for determimihg has a controlling financial interest in a VIitiwa qualitative approach, and requires
ongoing assessments of whether an entity is timegoyi beneficiary of a VIE. The adoption of the amuting standards update did not have a
material impact on PG&E Corporation’s or the Uyt Condensed Consolidated Financial Statements.
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PG&E Corporation and the Utility are required tasolidate any entities which the companies conlnoinost cases, control can be
determined based on majority ownership or votirigriests. However, for certain entities, contralifficult to discern based on equity or
voting interests alone. These entities are refeed VIES. A VIE is an entity which does not hawéficient equity at risk to finance its
activities without additional subordinated finan@apport from other parties, or whose equity inweslack any characteristics of a
controlling financial interest. An enterprise hasoatrolling financial interest if it has (1) thelmation to absorb expected losses or receive
expected gains that could potentially be signifidarthe VIE and (2) the power to direct the atigg that are most significant to the VIE's
economic performance. The enterprise that has taatiimg financial interest is known as the VIE’dmary beneficiary and is the enterprise
that is required to consolidate the VIE.

Some of the counterparties to the Utility’s powarghase agreements are considered VIEs. In detegnivhether the Utility has a
controlling financial interest in the VIE, the Utyl must first assess whether it absorbs any oMiigs expected losses or receives portions of
the expected residual returns as a result of theeppurchase agreement. This assessment includashration of how the risks and rewards
associated with the power plant’s activities argoabed by variable interest holders. These VIESygieally exposed to credit risk,
production risk, commodity price risk, and any aggble tax incentive risks, among others. The tytdinalyzes the variability in the VIE’s
gross margin and the impact of the power purchgsseaent on the gross margin to determine whelleeUtility absorbs variability,
resulting in a variable interest. Factors that mayonsidered when assessing the impact of thergmwehase agreement on the VIE’s gross
margin include the pricing structure of the agreenaad the cost of inputs and production, dependimthe technology of the power plant.

For each variable interest, the Utility must alstedmine whether it has the power to direct thviiets of the power plant that most
directly impact the VIE’s economic performance. Ttdity’'s assessment of the activities that areremmically significant to the VIE's
performance often include decision-making rightsoagted with designing the VIE, dispatch rightsemting and maintenance activities, and
re-marketing activities of the power plant aftez #nd of its power purchase agreement with thétyJtil

The Utility held a variable interest in severalig@s$ that own power plants that generate eletyrior sale to the Utility under power
purchase agreements. Each of these VIEs was deddigmmsvn a power plant that would generate elattrfor sale to the Utility utilizing
various technologies such as natural gas, windy gdlotovoltaic, solar thermal, hydroelectric, atlger technologies. Under each power
purchase agreement, the Utility is obligated tachase electricity or capacity, or both, from th&¥.IThe Utility does not provide any other
financial or other support to these VIEs and thiéitys financial exposure is limited to the amounpays for delivered electricity and
capacity. (See Note 11 below.) The Utility does mie the power to direct the activities of the W&t are most significant to the VIE's
economic performance. As a result, the Utility dneshave a controlling financial interest in ariyleese VIEs. Therefore, at June 30, 2010,
the Utility was not the primary beneficiary of aofjthese VIEs.

The Utility continues to consolidate PG&E EnergycBeery Funding LLC (“PERF”) at June 30, 2010, aslthility is the primary
beneficiary of PERF. The Utility has a controllifigancial interest in PERF as the Utility is expd$e PERF's losses and returns through the
Utility’s equity investment in PERF, and the Uflivas involved in the design of PERF, an activitgttis significant to PERF’s economic
performance. The assets of PERF were $1.1 billidluae 30, 2010, and primarily consisted of regulaassets related to energy recovery
bonds, which is included in long-term regulatorgeds in the Condensed Consolidated Balance SAdwtdiabilities of PERF were $1.0
billion at June 30, 2010, and consisted of eneegpvery bonds, which is included in current andaoorent liabilities in the Condensed
Consolidated Balance Sheets. (See Note 4 belove. a$kets of PERF are only available to settleidibdities of PERF.

As of June 30, 2010, PG&E Corporation’s affiliabesl entered into tax equity agreements with twegbely held companies, SolarCity
Corp. (“SolarCity”) and SunRun, Inc. (“SunRun”),ftind residential and commercial retail solar egéngtallations. SolarCity and SunRun
are VIEs. Under master lease agreements with Sityaf3G&E Corporation will provide payments of up$80 million, and in return, receive
a share of SolarCity customer lease revenues, alithghe benefits of local rebates and federaégtment tax credits. Under an agreement
with SunRun, PG&E Corporation will fund investmentsto $100 million and will receive a share oftomser payments, as well as federal
investment tax credits and other tax benefits. Aluae 30, 2010, PG&E Corporation had made totanaats of $33 million under these two
arrangements, which was recorded in noncurrentsassgther in the Condensed Consolidated BalaneetShPG&E Corporation held a
variable interest in these entities as a resuti@$e tax equity agreements. When determining weh&B&&E Corporation was the primary
beneficiary of the VIEs, PG&E Corporation evaluatduch party had control over significant economdtivities such as designing the en
vendor selection, construction, customer selectiod, remarketing activities at the end of the austoleases, among other activities. As tt
activities were under the control of SolarCity é8uhRun, PG&E Corporation was not the primary berafy of these VIEs at June 30, 2010.
PG&E Corporation’s financial exposure for thes@agements is primarily limited to its tax equity@stments in SolarCity and SunRun.

13



Table of Contents

Improving Disclosures about Fair Value Measuremer

On January 1, 2010, PG&E Corporation and the Mtddopted an accounting standards update thatresggisclosures regarding
significant transfers in and out of fair value kiehy levels, and fair value measurement inputsvaihdhtion techniques. Furthermore, the
update requires presentation of disaggregateditgotvithin the reconciliation for fair value measumnents using significant unobservable
(Level 3) inputs, beginning for the first quartér2011. The adoption of the accounting standardkatgdid not have a material impact on
PG&E Corporation’s or the Utility’'s Condensed Colicated Financial Statements.

NOTE 3: REGULATORY ASSETS, LIABILITIES, AND BALANCI NG ACCOUNTS

As a regulated entity, the Utility’s rates are desid to recover the costs of providing service. Wtikty capitalizes and records, as a
regulatory asset, costs that would otherwise begelibto expense if it is probable that the incuesks will be recovered in future rates. The
regulatory assets are amortized over future pesddm the costs are expected to be recoveredsi$ expected to be incurred in the future
are currently being recovered through rates, thigyutecords those expected future costs as régrydiabilities. In addition, amounts that ¢
probable of being credited or refunded to custoriretise future are recorded as regulatory liakeiiti

The Utility uses regulatory balancing accountsdouanulate differences between actual billed andlledlrevenues and the Utility’s
authorized revenue requirements for the period. iy also uses regulatory balancing accountadoumulate differences between incu
costs and actual billed and unbilled revenues,ekag differences between incurred costs and aztitbrevenue meant to recover those
costs. Under-collections that are probable of recpthrough regulated rates are recorded as regylaalancing account assets. Over-
collections that are probable of being refundedustomers are recorded as regulatory balancinguacttiabilities.

Regulatory Assets
Current Regulatory Assets

At June 30, 2010 and December 31, 2009, the Utikiy current regulatory assets of $570 million $487 million, respectively,
consisting primarily of the current portion of pridsk management regulatory assets. Price rislageanent regulatory assets represent the
deferral of unrealized losses related to price msihagement derivative instruments with terms &f yaar or less. (See Note 7 below for
further discussion.) Current regulatory assetsraleded in prepaid expenses and other in the GuwwateConsolidated Balance Sheets.

Long-Term Regulatory Assets
Long-term regulatory assets are composed of thewoig:

Balance at

(in millions) June 30, 201 December 31, 200
Pension benefit $ 1,45t $ 1,38¢
Deferred income taxe 1,11¢€ 1,027
Energy recovery bonc 944 1,124
Utility retained generatio 701 737
Price risk manageme 45¢ 34¢€
Environmental compliance cos 39¢ 40¢
Unamortized loss, net of gain, on reacquired i 192 203
Other 34t 291

Total long-term regulatory assets $ 5,61( $ 5,627

The regulatory asset for pension benefits repregbetcumulative differences between amounts rézedrior ratemaking purposes and
amounts recognized in accordance with GAAP, whisb ancludes amounts that otherwise would be frdlyorded to accumulated other
comprehensive loss in the Condensed Consolidatech8aSheets. (See Note 13 of the Notes to thedlidated Financial Statements in the
2009 Annual Report.)

The regulatory assets for deferred income taxegsept deferred income tax benefits previouslyggh#isrough to customers. The
CPUC requires the Utility to pass through certainlienefits to customers by reducing rates, theigaiyring the effect of deferred taxes on
rates. Based on current regulatory ratemaking momhie tax laws, the Utility expects to recover ¢hegulatory assets over average plant
depreciation lives of 1 to 45 years.
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The regulatory asset for energy recovery bonds B&Rrepresents the refinancing of the regulat@ses provided for in the settlement
agreement entered into between PG&E CorporatienUtility, and the CPUC in 2003 to resolve the igtis proceeding under Chapter 11 of
the U.S. Bankruptcy Code (“Chapter 11 SettlemeneAment”). (See Note 4 below.) The regulatory aiss@nortized over the life of the
bonds, consistent with the period over which thateel revenues and bond-related expenses are ieedgithe Utility expects to fully
recover this asset by the end of 2012 when the ERBare.

In connection with the Chapter 11 Settlement Agretiythe CPUC authorized the Utility to recover2fiillion of costs related to the
Utility’s retained generation assets. The individt@mponents of these regulatory assets are bemugtaed over the respective lives of the
underlying generation facilities, consistent witle fperiod over which the related revenues are rezed. The weighted average remaining
of the assets is 14 years.

Price risk management regulatory assets represemtetferral of unrealized losses related to pigdemanagement derivative
instruments with terms in excess of one year. (&&e 7 below.)

The regulatory assets for environmental complianosts represent the portion of estimated envirotahe@mediation costs that the
Utility expects to recover in future rates as actamediation costs are incurred. The Utility exgeo recover these costs over the next 32
years. (See Note 11 belov

The regulatory assets for unamortized loss, ngaaf, on reacquired debt represent costs relatddlibreacquired or redeemed prior to
maturity with associated discount and debt issuansés. These costs are expected to be recoveeedhm/next 16 years, which is the
remaining amortization period of the reacquiredtd€&hbe Utility expects to fully recover these casys2026.

At June 30, 2010 and December 31, 2009, “othersisted of regulatory assets relating to ARO expeiisat are probable of future
recovery through the ratemaking process, remova@bassociated with the replacement of the stearg®ors in the Utility’s two nuclear
generating units at the Diablo Canyon Power Pldbiaplo Canyon”), and removal costs associated withreplacement of old
electromechanical meters with SmartMeter devic@shér” also consisted of costs that the Utilityurmed in terminating a 30-year power
purchase agreement, which are being amortized @lfetted in rates through September 2014, as watbats incurred in relation to the
Utility’s plan of reorganization under Chapter hat became effective in April 2004.

In general, the Utility does not earn a return egulatory assets if the related costs do not adotaeest. Accordingly, the Utility earn:
return only on its retained generation regulat@sess and regulatory assets for unamortized lessfrgain, on reacquired debt.

Regulatory Liabilities
Current Regulatory Liabilities

At June 30, 2010 and December 31, 2009, the Utibiy current regulatory liabilities of $81 milliamd $163 million, respectively,
primarily consisting of the amounts that the Ufikxpects to refund to customers for over-colleetledtric transmission rates and the current
portion of price risk management regulatory lial@B. Price risk management regulatory liabilitiegresent the deferral of unrealized gains
related to price risk management derivative inseémts with terms of one year or less. Current regojfdiabilities are included in current
liabilities — other in the Condensed ConsolidatedBce Sheets.

Long-Term Regulatory Liabilities
Long-term regulatory liabilities are composed & thllowing:

Balance at
(in millions) June 30, 201 December 31, 200
Cost of removal obligatio $ 3,117 $ 2,93
Public purpose progran 604 50¢
Recoveries in excess of AR 432 48¢
Other 12€ 19€
Total long-term regulatory liabilities $  4,27F $ 4,12¢

The regulatory liability for the Utility’s cost aemoval obligations represents differences betve@eounts collected in rates for asset
removal costs and the asset removal costs recardgartordance with GAAP.
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The regulatory liability for public purpose programepresents amounts received from customers desijfor public purpose program
costs that are expected to be incurred in the duttor example, these regulatory liabilities ineludvenues collected from customers to pay
for costs that the Utility expects to incur in filaéure under the California Solar Initiative to prote the use of solar energy in residential
homes and commercial, industrial, and agricultpraperties.

The regulatory liability for recoveries in exce$sARO represents differences between amounts detldo rates for decommissioning
the Ultility’s nuclear power facilities and the AR®Rpenses recorded in accordance with GAAP. Decosionisig costs recovered in rates are
placed in nuclear decommissioning trusts. The guy liability for recoveries in excess of AROa@lepresents the deferral of realized and
unrealized gains and losses on those nuclear deismimng trust assets.

“Other” at June 30, 2010 and December 31, 200dted the deferral of unrealized gains related imegisk management derivative
instruments with terms in excess of one year, tie gssociated with the Utility’s acquisition otthermits and other assets related to the
Gateway Generating Station as part of a settlethenthe Utility entered into with Mirant Corporaiti, and insurance recoveries for
hazardous substance remediation.

Regulatory Balancing Accounts

The Utility’s current regulatory balancing accourgpresent the amounts expected to be receiveddrorfunded to the Utility’s
customers through authorized rate adjustmentsmitie next 12 months. Regulatory balancing accahatsthe Utility does not expect to
collect or refund in the next 12 months are inctlidteother noncurrent assets — regulatory assetsancurrent liabilities — regulatory
liabilities in the Condensed Consolidated Balaniceess.

Current Regulatory Balancing Accounts, net

Receivable (Payable)

Balance at

(in millions) June 30, 201 December 31, 20C
Utility generation $ 542 $ 35E
Distribution revenue adjustment mechan 31¢ 152
Public purpose progran 71 83
Gas fixed cos 13 93
Energy procurement cos (12 12¢
Electric transmissio (39 114
Energy recovery bonc (163 (18%)
Other 201 88

Total regulatory balancing accounts, ne $ 932 $ 82¢

The utility generation balancing account is usecttmrd and recover the authorized revenue regeingsrassociated with Utility-owned
electric generation, including capital and relatedfuel operating and maintenance expenses. Theldifitrh revenue adjustment mechar
balancing account is used to record and recoveatteorized electric distribution revenue requirataeand certain other electric distribution-
related authorized costs. The Utility’s recoverytedse revenue requirements is independent, ootgiged,” from the volume of sales;
therefore, the Utility recognizes revenue evenlgrahe year, even though the level of cash coldefrtam customers will fluctuate depending
on the volume of electricity sales. During periadisnore temperate weather, there is generally @emoollection in this balancing account
due to lower electricity sales and lower rates.iyithe warmer months of summer, there is geneeallpver-collection due to higher rates
and electric usage that cause an increase in demeravenues.

The public purpose programs balancing accountsapifyrtrack the recovery of the authorized publizgose program revenue
requirements, the actual costs of such prograntsireentive awards earned by the Utility for impksmting customer energy efficiency
programs. The public purpose programs primarilysgstrof the energy efficiency programs; lawcome energy efficiency programs; resea
development, and demonstration programs; and resleveaergy programs.

The gas fixed cost balancing account is used tk titge recovery of CPUC-authorized gas distributewvenue requirements and certain
other gas distribution-related costs. The undelect#d or over-collected position of this accosnti&€pendent on seasonality and volatility in
gas volumes.

The Utility is generally authorized to recover 100%ts prudently incurred electric fuel and enemygcurement costs. The Utility
tracks energy procurement costs in balancing a¢saurd files annual forecasts of energy procurerests that it expects to incur during the
following year. The Utility’s electric rates aret$e recover such expected costs.
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The electric transmission balancing accounts reptetbie difference between electric transmissioaelihg revenues received by the
Utility from the California Independent System Ogter (“CAISO”) (on behalf of electric transmissionstomers) and refunds of those
revenues to customers, the pass-through of transiticess charge and credits for high voltagenresson, reliability service charges, and
interest accrued on these account balances. Iti@idhese balancing accounts include the end-ais#omer refund balancing account,
which is used to refund to customers over-colleetedtric transmission revenues.

The ERB balancing account records the benefitscasts associated with ERBs that are provided teea®ived from, customers. This
account ensures that customers receive the benéthie net amount of energy supplier refundsnelaffsets, and other credits received by
the Ultility after the second series of ERBs wagéss

At June 30, 2010 and December 31, 2009, “othedtahed the California Department of Water Resou(t®8VR") power charge
collection balancing account, which ensures amocwitected from customers for DWR-delivered power @emitted to the DWR; balancing
accounts that track recovery of the authorizedrmeggequirements and costs related to the SmantWeselvanced metering project; and
balancing accounts that track recoverable hazarsigstance clean-up costs incurred by the Utility.

NOTE 4: DEBT
PG&E Corporation
Convertible Subordinated Notes

PG&E Corporation issued 16,370,779 shares of comstmsk upon conversion of the $247 million prin¢igaount of PG&E
Corporation’s 9.50% Convertible Subordinated Natea conversion price of $15.09 per share betweera 23 and June 29, 2010. These
notes were no longer outstanding at June 30, 2010.

In addition to conversion rights, the holders @& @onvertible Subordinated Notes were entitleckteive “pass-through dividends”
determined by multiplying the cash dividend paidRfy&E Corporation per share of common stock byraber equal to the principal amot
of the Convertible Subordinated Notes divided g/ ¢bnversion price. In the six months ended Jun@@D0, PG&E Corporation paid $14
million of pass-through dividends. The payment a$sthrough dividends is recognized as an operaéislg flow in PG&E Corporation’s
Condensed Consolidated Statement of Cash Flowsgélsan the fair value of the dividend participatiights, which are treated as a
derivative, are recognized in PG&E Corporation'si@ensed Consolidated Statement of Income as a p@rating expense or income. (See
Note 7 below for further discussion of these instents.)

Credit Facilities

At June 30, 2010, PG&E Corporation had $30 millddreash borrowings outstanding under its $187 arillievolving credit facility
which had an average interest rate of 0.70%.

Utility
Senior Notes
On April 1, 2010, the Utility issued $250 milliomipcipal amount of 5.8% Senior Notes due March(372

Pollution Control Bonds

On April 8, 2010, the California Infrastructure aBdonomic Development Bank issued $50 million aféaxempt pollution control
bonds series 2010E due on November 1, 2026 andddde proceeds to the Utility. The proceeds weesluo refund the corresponding
related series of pollution control bonds issued005 which were repurchased by the Utility in 200Be series 2010E bonds bear interest at
2.25% per year through April 1, 2012 and are sulifemandatory tender on April 2, 2012 at a prit&@0% of the principal amount plus
accrued interest. Thereafter, this series of bomalg be remarketed in a fixed or variable rate mbterest is payable serarnually in arreal
on April 1 and October 1.

Credit Facilities and Short-Term Borrowings

On June 8, 2010, the Utility entered into a $750ioni unsecured revolving credit agreement wittyadicate of lenders. Of the total
credit capacity, $500 million was used to repldee$500 million Floating Rate Senior Notes thatured on June 10, 2010. The aggregate
facility of $750 million includes a $75 million camtment for swingline loans, or loans that are madailable on a same-day basis and are
repayable in full within 30 days. The Utility caat,any time, repay amounts outstanding in whol@ part. The credit agreement expires on
February 26, 2012, unless extended for additioagbgs at the Utility’s request and at the solemison of each lender. The Utility has the
right to increase, in one or more requests givemaoce than once a year, the aggregate facilitygogou250 million, provided certain
conditions are met.
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Borrowings under the credit agreement (other théingline loans) will bear interest based, at thaitys election, on (1) a London
Interbank Offered Rate (“LIBOR”) plus an applicalbhargin or (2) the base rate, which will equaltiiggher of the (i) administrative agent’s
announced base rate, (ii) 0.5% above the fedenalsfuate, or (iii) the one-month LIBOR plus an agdble margin. Interest is payable
quarterly in arrears, or earlier for loans with gapinterest periods. The Utility also will payazility fee on the total commitments of the
lenders under the credit agreement. The applicahlgin for LIBOR loans and the facility fee will based on the Utility’s senior unsecured,
non-credit enhanced debt ratings issued by Star&@l&dor’'s Ratings Services and Moody'’s Investors/iBe. Facility fees are payable
quarterly in arrears.

The credit agreement contains covenants that &stantially similar to the covenants containechia ttility’s existing $1.9 billion
credit facility, and are usual and customary feditr facilities of this type. Both credit facilierequire that the Utility maintain a ratio of tota
consolidated debt to total consolidated capitatizadf, at most, 65% as of the end of each fiscalrtgr.

At June 30, 2010, the Utility had no cash borrowingtstanding under its $1.9 billion and $750 miillrevolving credit facilities.
At June 30, 2010, the Utility had $256 million efters of credit outstanding under its $1.9 billfemolving credit facility.

The Utility’s revolving credit facilities also prade liquidity support for commercial paper offerfnght June 30, 2010, the Utility had
$1.0 billion of commercial paper outstanding abarrage yield of 0.45%.

Energy Recovery Bonc

In 2005, PERF, a wholly owned consolidated subsydid the Utility, issued two separate series of8sRn the aggregate amount of
$2.7 billion. The proceeds of the ERBs were use®BRF to purchase from the Utility the right, knoasi“recovery property,” to be paid a
specified amount from a dedicated rate componebé toollected from the Utility’s electricity custens. The total amount of ERB principal
outstanding was $1.0 billion at June 30, 2010.

While PERF is a wholly owned subsidiary of the lItjilit is legally separate from the Utility. Thesets, including the recovery
property, of PERF are not available to creditorghefUtility or PG&E Corporation, and the recov@rnpperty is not legally an asset of the
Utility or PG&E Corporation.

NOTE 5: EQUITY
PG&E Corporation’s and the Utility’'s changes in ggtior the six months ended June 30, 2010 welfeléswvs:

PG&E Corporation Utility
Total Total
(in millions) __ Equity Shareholders’ Equity
Balance at December 31, 20C $ 10,58t $ 11,18t
Net income 59¢ 602
Common stock issue 342 —
Shar-based compensation expe! 22 —
Common stock dividends declar (347) (35¢)
Preferred stock dividend requiremt — @)
Preferred stock dividend requirement of subsid @) —
Tax benefit from employee stock ple 2 1
Other comprehensive incor (72 (72
Equity contributior — 13C
Balance at June 30, 2010 $ 11,12: $ 11,48:

During the six months ended June 30, 2010, PG&Pp@ation issued 16,370,779 shares of common stpok nonversion of the $247
million principal amount of PG&E Corporation’s Caertible Subordinated Notes. In addition, PG&E Cogpion issued 2,340,451 shares of
common stock upon the exercise of employee stotikrpand under its 401(k) plan and Dividend Restweent and Stock Purchase Plan.

For the six months ended June 30, 2010, PG&E Catijoor contributed equity of $130 million to the ldyi in order to maintain the
52% common equity target authorized by the CPUCtarahsure that the Utility has adequate capitélinal its capital expenditures.

18



Table of Contents

Comprehensive Income

Comprehensive income consists of net income anet cimprehensive income, which includes certaimgha in equity that are
excluded from net income. Specifically, cumulatadgustments for employee benefit plans, net ofass included in accumulated other
comprehensive income.

PG&E Corporation

Three Months Ended Six Months Ended
June 30, June 30,
(in millions) 2010 2009 2010 2009
Net income $ 337 $ 39z $59¢ $ 63€
Employee benefit plan adjustment, net of @ 8 7 (72 14
Comprehensive income $ 345 $ 39¢ $ 52¢ $ 65C

@ These balances are net of income tax expense wilBén and $5 million for the three months ended 30, 2010 and 2009,

respectively. For the six months ended June 300,20 income tax benefit was $49 million and for six months ended June 30,
2009, the income tax expense was $9 mill

Utility
Three Months Ended Six Months Ended
June 30, June 30,
(in millions) 2010 2009 2010 2009
Net income $ 33¢ $ 391 $ 608 $ 63C
Employee benefit plan adjustment, net of @ 8 7 (72 14
Comprehensive income $ 347 $ 39¢ $531 $ 644

@ These balances are net of income tax expense milén and $5 million for the three months endead 30, 2010 and 2009,

respectively. For the six months ended June 300,20 income tax benefit was $49 million and for six months ended June 30,
2009, the income tax expense was $9 mill

Dividends

During the six months ended June 30, 2010, PG&B@ation paid common stock dividends totaling $8#0ion, net of $6 million
that was reinvested in additional shares of comstock by participants in the Dividend Reinvestmeamd Stock Purchase Plan. On June 16,
2010, the Board of Directors of PG&E Corporatiorldeed dividends of $0.455 per share, totaling $hiBon, which were paid on July 15,
2010 to shareholders on record as of June 30, 2010.

During the six months ended June 30, 2010, thetyphid common stock dividends totaling $358 miflito PG&E Corporation.

During the six months ended June 30, 2010, thétyJpikid dividends totaling $7 million to holder§its outstanding series of preferred
stock. On June 16, 2010, the Board of DirectorthefUtility declared dividends totaling $4 milliam its outstanding series of preferred st
payable on August 15, 2010, to shareholders orrdez®of July 30, 2010.

NOTE 6: EARNINGS PER SHARE

Earnings per common share (“EPS”") is calculatdiking the “two-class” method, dividing the sumdi$tributed earnings to common
shareholders and undistributed earnings allocatedimon shareholders by the weighted average nuohltcemmon shares outstanding
during the period. In applying the two-class methaatistributed earnings are allocated to both comshares and participating securities.
PG&E Corporation’s Convertible Subordinated Notext the criteria of participating securities aslioéders were entitled to receive pass-
through dividends on a 1:1 basis with shares ofmomstock.

As of June 30, 2010, all of PG&E Corporation’s Certible Subordinated Notes have been convertedcimtamon stock. (See Note 4
above for further discussion.)

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

Three Months Ended Six Months Ended
June 30, June 30,

(in millions, except per share amounts) 2010 2009 2010 2009
Basic
Income available for common shareholders $ 332 $ 38 $ 591 $ 62¢
Less: distributed earnings to common sharehol 17¢ 15E 347 30¢
Undistributed earning $ 158 $ 23 $ 244 $ 32C
Allocation of undistributed earnings to common shaeholders
Distributed earnings to common shareholc $ 17¢ $ 158 $ 347 $ 30¢

Undistributed earnings allocated to common shackhe 14¢ 228 234 30¢€




(@)

Total common shareholders earning:

Weighted average common shares outstanding, basic

Convertible subordinated not

Weighted average common shares outstanding ardipating securitie:
Net earnings per common share, basic

Distributed earnings, bas®

Undistributed earnings, bas

Total

Distributed earnings, basic may differ from acto@t share amounts paid as dividends, as the EPButation under GAAP requires t

use of the weighted average, rather than the actuaiber of shares outstandil
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$ 327 $ 37¢ $ 581 $ 61f
37¢ 36¢€ 372 36¢€

15 17 16 17

38¢€ 38¢ 38¢€ 388

$ 048 $ 04z $ 09 $ 084
0.4C 0.61 0.6 0.84

$ 08 $ 10 $ 15 $ 1.6¢
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In calculating diluted EPS, PG&E Corporation appliee “if-converted” method to reflect the dilutiegéfect of the Convertible
Subordinated Notes to the extent that the impadilusive when compared to basic EPS. In additP@&E Corporation applies the treasury
stock method of reflecting the dilutive effect aftstanding stock-based compensation in the calonlaf diluted EPS.

The following is a reconciliation of PG&E Corporatis income available for common shareholders aeigted average shares of
common stock outstanding for calculating dilutedsHBr three and six months ended June 30, 2010:

Three Six
Months Endec Months Ended

(in millions, except per share amounts) June 30, 201 June 30, 2010
Diluted
Income available for common shareholder $ 33z $ 591
Add earnings impact of assumed conversion of ppdiing securities

Interest expense on convertible subordinated nottxf tax 4 8
Income available for common shareholders and assurdeonversion $ 337 $ 59¢
Weighted average common shares outstanding, basic 373 372
Add incremental shares from assumed convers

Convertible subordinated not 15 16

Employee sha-based compensatic 2 1
Weighted average common shares outstanding, diluted 39C 38¢
Total earnings per common share, diluted $ 0.8¢€ $ 1.54

The following is a reconciliation of PG&E Corporatis income available for common shareholders aeigted average shares of
common stock outstanding for calculating dilutedsEBr the three and six months ended June 30, 2009:

Three Six

Months Endec Months Ended
(in millions, except per share amounts) June 30, 2009 June 30, 2009
Diluted
Income available for common shareholder $ 38¢ $ 62¢
Less: distributed earnings to common sharehol 15E 30¢
Undistributed earning $ 232 $ 32C
Allocation of undistributed earnings to common shaeholders
Distributed earnings to common shareholc $ 15t $ 30¢
Undistributed earnings allocated to common shaoshe 223 30€
Total common shareholders earning: $ 37¢ $ 61F
Weighted average common shares outstanding, bas 36¢ 36€
Convertible subordinated not 17 17
Weighted average common shares outstanding andipating securities, bas 38t 383
Weighted average common shares outstanding, 36¢ 36€
Employee sha-based compensatic 1 1
Weighted average common shares outstanding, dilute 36¢ 367
Convertible subordinated not 17 17
Weighted average common shares outstanding andipating securities, dilute 38¢€ 384
Net earnings per common share, dilutes
Distributed earnings, dilute $ 0.42 $ 0.84
Undistributed earnings, dilute 0.6( 0.8:
Total earnings per common share, diluted $ 1.02 $ 1.67

For each of the periods presented above, the adilwalof outstanding shares on a diluted basisuebet! an insignificant amount of
options and securities that were antidilutive.
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NOTE 7: DERIVATIVES AND HEDGING ACTIVITIES
Use of Derivative Instruments

The Utility faces market risk primarily relatedetectricity and natural gas commodity prices. Alttee Utility’s risk management
activities involving derivatives occur to reduce tolatility of commodity costs on behalf of itsstomers. The CPUC and the FERC allow
Utility to charge customer rates designed to rective Utility’s reasonable costs of providing sees, including the cost to obtain and deliver
electricity and natural gas. As these costs arsguathrough to customers in rates, the Utility'sieéggs are not exposed to the commaodity
price risk inherent in the purchase and sale aftetéty and natural gas.

The Utility uses both derivative and non-derivatdgatracts in managing its customers’ exposuretomodity-related price risk,
including:

. forward contracts that commit the Utility to purskaa commodity in the futur

. swap agreements that require payments to or framtegparties based upon the difference betweerptiges for a predetermined
contractual quantity

. option contracts that provide the Utility with thight to buy a commodity at a predetermined prared
. futures contracts that are excha-traded contracts committing the Utility to makeasit settlement at a specified price and future

These instruments are not held for speculativeqgaep and are subject to certain regulatory req@inésn

Commodity-Related Price Risk

Commodity-related price risk management activitieg meet the definition of a derivative are reeardt fair value on the Condensed
Consolidated Balance Sheets. As long as the raiamakechanisms discussed above remain in placéhandtility’s risk management
activities are carried out in accordance with CRii@ctives, the Utility expects to fully recovepin customers, in rates, all costs related to
commodity-related price risk-related derivativetinments. Therefore, all unrealized gains and kbsssociated with the change in fair value
of these derivative instruments are deferred aodrded within the Utility’s regulatory assets arabllities on the Condensed Consolidated
Balance Sheets. (See Note 3 above.) Net realized galosses on derivative instruments relategkice risk for commodities are recorded in
the cost of electricity or the cost of natural géth corresponding increases or decreases to riegylbalancing accounts for recovery from
customers.

The Utility elects the normal purchase and saleption for qualifying commodity-related derivativestruments. Derivative
instruments that require physical delivery, arebpiile of physical delivery in quantities that axpected to be used by the Utility over a
reasonable period in the normal course of busirsldo not contain pricing provisions unrelatethecommodity delivered are eligible for
the normal purchase and sale exception. The fhiewa instruments that are eligible for the norpatchase and sales exception are not
reflected in the Condensed Consolidated BalancetShe
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The following is a discussion of the Utility’s ueéderivative instruments intended to mitigate cowdliity-related price risk for its
customers.

Electricity Procurement

The Utility obtains electricity from a diverse mik resources, including thirgarty power purchase agreements, amounts allocatbet
DWR contracts, and its own electricity generatiaailfties. The amount of electricity the Utility @és to meet the demands of customers and
that is not satisfied from the Utility’s own gentoa facilities, existing purchase contracts, or RWbntracts allocated to the Utility’s
customers is subject to change for a number obregsncluding:

. periodic expirations or terminations of existingaticity purchase contracts, including the D’s contracts
. the execution of new electricity purchase contre
. fluctuation in the output of hydroelectric and athenewable power facilities owned or under corift

. changes in the Utility’s customers’ electricity dmmals due to customer and economic growth or dealiaather,
implementation of new energy efficiency and demaasponse programs, direct access, and communitgechggregatior

. the acquisition, retirement, or closure of generafacilities; anc

. changes in market prices that make it more ecormlrtagourchase power in the market rather tharthesltility’s existing
resources

The Utility enters into third-party power purchasgeements to ensure sufficient electricity to ncestomer needs. The Utility’s third-
party power purchase agreements are generally atashéor as leases, but certain third-party poweclpase agreements are considered
derivative instruments. The Utility elects to use hormal purchase and sale exception for eliglblévative instruments.

A portion of the Utility’s third-party power purcha agreements contain market-based pricing temmder to reduce the volatility in
customer rates, the Utility has entered into firan®wvap contracts to effectively fix the pricefofure purchases and reduce the cash flow
variability associated with fluctuating electricityices under some of those power purchase agréenidrese financial swaps are considered
derivative instruments.

Electric Transmission Congestion Revenue Rig|

The CAISO controlled electricity transmission guisked by the Utility to transmit power is subjectremsmission constraints. As a
result, the Utility is subject to financial risksaiated with the cost of transmission congesfitie CAISO implemented its new day-ahead
wholesale electricity market as part of its MarRetesign and Technology Upgrade on April 1, 200% TAISO created congestion revenue
rights (“CRRs") to allow market participants, inding load-serving entities, to hedge the finandigk of CAISOimposed congestion charg
in the new day-ahead market. The CAISO releasessGRRBugh an annual and monthly process, each iwhviticludes an allocation phase
(in which load-serving entities are allocated CRIRro cost based on the customer demand or “ldesy’ serve) and an auction phase (in
which CRRs are priced at market and availableltmatket participants). The CRRs held by the Wtilite considered derivative instruments.

Natural Gas Procurement (Electric Portfolic

The Utility’s electric procurement portfolio is exged to natural gas price risk primarily through hility-owned natural gas generat
facilities, tolling agreements, and natural gaseketl electricity procurement contracts. In ordenettuce the volatility in customer rates, the
Utility purchases financial instruments such asifeis, swaps, and options to reduce future cashvitoiability associated with fluctuating
natural gas prices. These financial instrumentcansidered derivative instruments.
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Natural Gas Procurement (Small Commercial and Residial Customers

The Utility enters into physical natural gas comiityodontracts to fulfill the needs of its small corarcial and residential, or “core,”
customers. (The Utility does not procure natural fga industrial and large commercial, or “non-cbreistomers.) Changes in temperature
cause natural gas demand to vary daily, monthlg,se@asonally. Consequently, varying volumes ofrgag be purchased or sold in the multi-
month, monthly, and to a lesser extent, daily spatkets to balance such seasonal supply and defmaedUtility purchases financial
instruments such as swaps and options as pag obie winter hedging program in order to managtotuer exposure to high gas prices
during peak winter months. These financial instrota@re considered derivative instruments

Other Risk

PG&E Corporation issued 16,370,779 shares of comstmsk upon conversion of the $247 million prin¢igaount of PG&E
Corporation’s Convertible Subordinated Notes adaversion price of $15.09 per share. Prior to cosive, the holders of the Convertible
Subordinated Notes were entitled to receive “phssdgh dividends” determined by multiplying the leaividend paid by PG&E Corporation
per share of common stock by a number equal tpriheipal amount of the Convertible Subordinateddsaivided by the conversion prices.
These “pass-through dividends” were classifiedrabaxided derivative instruments and bifurcated fleenConvertible Subordinated Notes
and recorded at fair value in PG&E Corporation’si\@ensed Consolidated Financial Statements. Upovecsion of the notes, the dividend
participation rights ceased to exist. For the sonths ended June 30, 2010, PG&E Corporation paddndillion of pass-through dividends
associated with the Convertible Subordinated Ndt&=se Note 4 above for further information.)

Volume of Derivative Activity
At June 30, 2010, the volume of PG&E Corporaticarisd the Utility’s outstanding derivative contraatsre as follows:

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

Underlying Product Instruments Year Years Years Years (2)

Natural Gas® (MMBtus @) Forwards, Futures, and Swe 366,497,00 254,825,47 15,180,00 —
Options 222,787,08 142,750,00 15,600,00 —

Electricity (Megawa-hours) Forwards, Futures, and Swe 5,059,22.  8,305,25' 4,446,48  5,388,52!
Options 628,71¢ — 196,63. 463,86(
Congestion Revenue Riglt 59,215,38 67,233,47. 67,167,52 103,387,52

@ Amounts shown reflect the total gross derivativeiages by commodity type that are expected to sittach time perioc

(? Derivatives in this category expire between 201é 2022.
® " Amounts shown are for the combined positions ofdleetric 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 instrumanmgresented on a net basis by
counterparty where the right of offset exists uraenaster netting agreement. The net balancedmdutstanding cash collateral associated
with derivative positions.

At June 30, 2010, PG&E Corporation’s and the Wttitoutstanding derivative balances were as follows

Gross
Derivative Total
Cash Derivative
Balance Netting Collateral
(in millions) (1) () @) Balances
Commaodity Risk (PG&E Corporation and Utility
Current asset prepaid expenses and otl $ 30 $ (198 $ 49 $ 61
Other noncurrent asse other 81 (62 65 84
Current liabilities— other (342) 18 147 477
Noncurrent liabilitie= other (521 62 12¢ (330
Total commodity risk $ (752 $ — $ 39 $ (362

(@)

s See Note 8 below for a discussion of the valuagmhniques used to calculate the fair value ofetiestruments

Positions, by counterparty, are netted where ttemntrand legal right to offset exist in accordanithh master netting agreemen
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At December 31, 2009, PG&E Corporation’s and thiéitys outstanding derivative balances were asofob:

Gross Total
Derivative Cash Derivative
Netting Collateral
(in millions) Balance @) @) Balances
Commaodity Risk (PG&E Corporation and Utility
Current asset prepaid expenses and otl $ 76 $ (12 $ 77 $ 141
Other noncurrent asse- other 64 (44 13 33
Current liabilities other (237) 12 54 (165)
Noncurrent liabilitie— other (390 44 44 (302)
Total commodity risk $ (48] $ — $ 18¢ $ (299
Other Risk Instruments @ (PG&E Corporation Only
Current liabilities— other $ (13 $ — $ — $ (13
Total derivatives $ (499 $ — $ 18¢ $ (30¢€)

(€3]

(2) Positions, by counterparty, are netted where ttentrand legal right to offset exist in accordanith master netting agreemen

This category relates to the dividend participatights of PG&E Corporation’s Convertible SubordewNotes, which were fully
converted as of June 30, 20

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

Commaodity Risk
(PG&E Corporation and Utility
Three months ended June 30, Six months ended June 30,

(in millions) 2010 2009 2010 2009

Unrealized gain/(loss- regulatory assets and liabiliti $ 18 $ 147 $ (27)) $ (160
Realized gain/(loss- cost of electricity@ (17%) (229) (281) (425)
Realized gain/(loss- cost of natural ge@ 5 (6 (49 (29
Total commodity risk instruments $ (162 $ (82 $ (599 $ (619

@ Unrealized gains and losses on commodity risk-e€dlaerivative instruments are recorded to regufaesets or liabilities, rather than

being recorded to the Condensed Consolidated Statsmf Income. These amounts exclude the impazasif collateral posting
These amounts are fully passed through to customeases. Accordingly, net income was not impadigdaealized amounts on these
instruments

@

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

The majority of the Utility’s commaodity risk-reladederivative instruments contain collateral postngvisions tied to the Utility credi
rating from each of the major credit rating agesciéthe Utility’s credit rating were to fall belinvestment grade, the Utility would be
required to immediately post additional cash tdyfabllateralize its net liability derivative powihs.

At June 30, 2010, the additional cash collaterallility would be required to post if its credisk-related contingent features were
triggered was as follows:

(in millions)
Derivatives in a liability position with credit-ksrelated contingencies that are r

fully collateralized $(70€)
Related derivatives in an asset posi 78

Collateral posting in the normal course of businmesated to these derivativ 204
Net position of derivative contracts/additional cditeral posting requirements
P posting req $(426)

@ This calculation excludes the impact of closedungaid positions, as their settlement is not imgédty any of the Utility’s credit-risk-

related contingencie
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NOTE 8: FAIR VALUE MEASUREMENTS

PG&E Corporation and the Utility measure their caghivalents, trust assets, and price risk manageim&ruments at fair value. Fair
value is an exit price, representing the amourttwhaild be received to sell an asset or paid tasfier a liability in an orderly transaction
between market participants. As such, fair value msarket-based measurement that should be detmtrhased on assumptions that market
participants would use in pricing an asset or lalitg. A three-tier fair value hierarchy is estebled as a basis for considering such
assumptions and for inputs used in the valuatiothatlogies in measuring fair value:

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

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

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

The fair value hierarchy also requires an entitgniximize the use of observable inputs and minirtfieeuse of unobservable inputs

when measuring fair value. (See Note 11 of the dltighe Consolidated Financial Statements in @89 2Annual Report for further
discussion of fair value measurements.)

Assets and liabilities measured at fair value oacarring basis for PG&E Corporation and the Utiite summarized below (money
market investments and assets held in rabbi tewstield by PG&E Corporation and not the Utility):

Fair Value Measurements at June 30, 2010

(in millions) Level 1 Level 2 Level 2 Total
Assets:
Money market investmen $ 204 $— $— $ 204
Nuclear decommissioning trus
U.S. equity securitie® 70€ 20 — 72€
Non-U.S. equity securitie 282 — — 282
U.S. government and agency securi 72C 58 — 77¢€
Municipal securitie: 5 87 — 92
Other fixed income securitie — 79 — 79
Total nuclear decommissioning tru®@ 1,71 244 — 1,957
Price risk management instrume
Electric® 74 — — 74
Total price risk management instrume 74 — — 74
Rabbi trust:
Equity securitie: 23 — — 23
Life insurance contrac — 64 — 64
Total rabbi trust: 23 64 — 87
Long-term disability trus
U.S. equity securitie® 3 23 — 26
Corporate debt securiti@ — 142 — 142
Total lon¢-term disability trus 3 165 — 16¢
Total assets $2,017 $478 $— $2,49(
Liabilities:
Price risk management instrume
Electric® — 35 35¢ 392
Gas® — 1 42 43
Total price risk management instrume — 36 40C 43€
Other liabilities — — 2 2
Total liabilities $ — $ 36 $402 $ 43¢

@ Level 2 balances include commingled funds, whigha@mprised primarily of securities traded publictyexchanges. Price quotes for

the assets held by the funds are readily obsenaatuleavailable

Excludes deferred taxes on appreciation of investwalue.

Balances include the impact of netting adjustmen®&280 million to Level 1. Includes natural gas éectric portfolio.

Balances include the impact of netting adjustmeh&43 million to Level 2, and $33 million to Level Includes natural gas for electric
portfolio.

Balances include the impact of netting adjustmeh&34 million to Level 3. Includes natural gas émre customer:

@
(©)
4)
(©)
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Fair Value Measurements at December 31, 2009

(in millions) Level 1 Level 2 Level 2 Total
Assets:
Money market investmen $ 18 $— $ 4 $ 19¢
Nuclear decommissioning trus
U.S. equity securitie® 762 6 — 76€
Non-U.S. equity securitie 344 — — 344
U.S. government and agency securi 653 51 — 704
Municipal securitie: 1 89 — a0
Other fixed income securitie — 10€ — 10€
Total nuclear decommissioning tru@ 1,76( 254 — 2,014
Rabbi trust:
Equity securitie: 21 — — 21
Life insurance contrac 60 — — 60
Total rabbi trust: 81 — — 81
Long-term disability trus
U.S. equity securitie® 52 23 — 75
Corporate debt securiti® — 112 — 112
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 23z
Gas®@ 1 — 60 61
Total price risk management instrume 3 73 217 293
Other liabilities — — 3 3
Total liabilities $ 3 $ 73 $232 $ 30¢

@ |evel 2 balances include commingled funds, whieghamprised primarily of securities traded publiclyexchanges. Price quotes for

the assets held by the funds are readily obsenaatuleavailable

Excludes taxes on appreciation of investment v:

Balances include the impact of netting adjustmeh&L08 million to Level 1, $48 million to Level 2nd $19 million to Level 3.
Includes natural gas for electric portfol

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

@
(©)

4)

Trust Assets

The assets held by the nuclear decommissionintstrine rabbi trusts related to the non-qualifieedred compensation plans, and the
long-term disability trust are comprised primadfyequity securities and debt securities. Equityusiéies primarily include investments in
common stock and commingled funds comprised oftg@aross multiple industry sectors in the U.S. atibr regions of the world. Debt
securities are comprised primarily of fixed incoseeurities that include U.S. government and agsecyrities, municipal securities, and
corporate debt securities. Equity securities arid gdecurities are generally valued based on un@djysices in active markets for identical
transactions or unadjusted prices in active marfieetsimilar transactions. A market based valuatipproach is generally used to estimate the
fair value of debt securities classified as Leveistruments in the tables above. Under a
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market approach, fair values are determined basexvaluated pricing data, such as broker quotesiifalar securities adjusted for
observable differences. Significant inputs useth@valuation model generally include benchmarkdyieirves and issuer spreads. The
external credit rating, coupon rate, and maturitgach security are considered in the valuatiompgicable. No trust assets were measur
fair value using significant unobservable inputs\(&l 3) at June 30, 2010.

Price Risk Management Instrument

Price risk management instruments are composehlysfigal and financial derivative contracts, inchglfutures, forwards, swaps,
options, and CRRs that are exchange-traded ortbeecounter traded contracts. Futures, forwards saraps are valued using observable
market prices for the underlying commodity or aaritical instrument. As observable market pricesageglable, these instruments are
classified as Level 1 or Level 2 instruments.

Certain exchange-traded contracts are classifieeasl 2 measurements because the contract teendsxto a point at which the
market is no longer considered active but whereegrare still observable. This determination istam an analysis of the relevant
characteristics of the market such as trading handsvolumes, frequency of available quotes, amhapterest. In addition, a number of over
the counter contracts have been valued using usigdjiexchange prices of similar instruments invaatarkets. Such instruments are
classified as Level 2 measurements as they arexcbainge-traded instruments.

All energy-related options are classified as Le&/ahd are valued using a standard option pricindehwith various assumptions,
including forward prices for the underlying comntgdiime value at a risk free rate, and volatiliBome of these assumptions are derived
from internal models as they are unobservable.Utiliy’s demand response contracts with third-paggregators of retail electricity
customers contain a call option entitling the ttitio require that the aggregator reduce elecsage by the aggregatercustomers at times
peak energy demand or in response to a CAISO@lether emergency.

The Utility holds CRRs to hedge financial risk oAISO-imposed congestion charges in the day-aheakletsa CRRs are valued based
on the forecasted settlement price at the delipemgts underlying the CRR using internal modelse Thility also uses the most current
annual auction prices published by the CAISO tibcale internal models. Limited market data is kldé between auction dates; therefore,
CRRs are classified as Level 3 measurements.

The Utility enters into power purchase agreememtstfe purchase of electricity to meet the demdrits @ustomers. Certain power
purchase agreements meet the definition of a deréevanstrument. Some of these power purchase awets do not qualify as normal
purchases and sales, therefore, the fair valueesitpower purchase agreements are recorded Qotldensed Consolidated Balance Sheets.
The Utility uses internal models to determine thie ¥alue of these power purchase agreements. Tuger purchase agreements include
contract terms that extend beyond the point forchvlain active market exists. The Utility utilizesnket data for the underlying commodity to
the extent that it is available in determining thie value. For periods where market data is nailable, the Utility extrapolates forward
prices based on historical data. These power paecagreements are considered Level 3 instrumettie aetermination of their fair value
includes the use of unobservable forward prices.

Transfers between Levels

PG&E Corporation and the Utility recognize any sfans between levels in the fair value hierarchgfate end of the reporting period.
There were no significant transfers between lefeglshe six month period ended June 30, 2010. BHewing tables present reconciliations
for assets and liabilities measured and recordéairatalue on a recurring basis, using significanbbservable inputs (Level 3), for the three
and six month periods ended June 30, 2010 and 2009:

PG&E Corporation

Only PG&E Corporation and the Utility
Nuclear Long-
Decommission- Term
Dividend Price Risk Disability Long-Term
Participation Managemen ing Trusts Disability
Money Equity Equity Corp. Debt Other
(in millions) Market Rights Instruments Securities®) Securities Securities Liabilities Total
Asset (liability) balance as of Marcl
31, 201C $— 3 7N $ (33 $ — $ — $ — $ D %34
Realized and unrealized gains
(losses)
Included in earning — — — — — — — —
Included in regulatory assets
and liabilities or balancing
accounts — — (64) — — — (@D} (65)
Purchases, issuances, and settlen — 7 — — — — — 7

Transfers into Level —_ — — — _ — _ _
Transfers out of Level — — — — — — _ _
Asset (liability) balance as of June

30, 2010 $— $ — $ (4000 % — $ — $ — $ (2) %402



Excludes deferred taxes on appreciation of investwalue.
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(in millions)
Asset (liability) balance as of
March 31, 200¢
Realized and unrealized gains (loss
Included in earning
Included in regulatory assets ¢
liabilities or balancing
accounts
Purchases, issuances, and settlen
Transfers into Level
Transfers out of Level

Asset (liability) balance as o
June 30, 2009

(€3]

(in millions)
Asset (liability) balance as of
December 31, 200
Realized and unrealized gains
(losses)
Included in earning
Included in regulatory assets
and liabilities or balancing
accounts
Purchases, issuances, and settlen
Transfers into Level
Transfers out of Level
Asset (liability) balance as o
June 30, 2010

(@)

PG&E Corporation

Excludes deferred taxes on appreciation of investwalue.

Only PG&E Corporation and the Utility
Nuclear Long-
Decommission- Term
Dividend Price Risk Disability Long-Term
Participation Managemen ing Trusts Disability
Money Equity Equity Corp. Debt Other
Market Rights Instruments Securities(®) Securities Securities Liabilities Total
$ 8 $ 33 $ (@7 $ 4 $ 47 9 24 $ (1) $(129)
— (@D} — — 10 — — 9
— — (13) 1 — — ) (14)
®) 7 = = = = - 4
$ 5 $ (29 $ (189 $ 5 $ 57 $ 24 $ (3 $(129
PG&E Corporation
Only PG&E Corporation and the Utility
Nuclear
Decommission- Long-
Term
Dividend Price Risk Disability Long-Term
Participation Managemen ing Trusts Disability
Money Equity Equity Corp. Debt Other
Market Rights Instruments Securities®) Securities Securities Liabilities Total
$ 4 $ (12 $ (219 $ — $ — $ — $ (3 $(22
— — (183) — — — 1 (182)
(4 12 = = = = = 8
$— $ — $ (400 % — $ — $ — $ (@ $040

Excludes deferred taxes on appreciation of investwalue.

28



Table of Contents

PG&E Corporation

Only PG&E Corporation and the Utility
Nuclear
Decommission- Long-
Term
Dividend Price Risk Disability Long-Term
Participation Managemen ing Trusts Disability
Money Equity Equity Corp. Debt Other
(in millions) Market Rights Instruments Securities() Securities Securities Liabilities Total
Asset (liability) balance as of
December 31, 200 $ 12 $ 42 $ (156) $ 5 $ 54 % 24 $ (2 $(10H
Realized and unrealized gains (loss
Included in earning — 1 — — 3 — — 4
Included in regulatory assets &
liabilities or balancing
accounts — — (33 — — — (@D} (39
Purchases, issuances, and settlerr @) 14 — — — — — 7
Transfers into Level — — — — — — — —
Transfers out of Level — — — — — — — —
Asset (liability) balance as o
June 30, 2009 $ 5 $ 2n $ (189 % 5 $ 57 % 24 $ (3) (129

@ Excludes deferred taxes on appreciation of investwalue.

Financial Instruments

The Utility values its long-term debt using quotadrket prices that are readily available. The éagnamount and fair value of PG&E
Corporation’s and the Utility’s financial instrumerwere as follows (the table below excludes fim@rninstruments with carrying values that
approximate their fair values):

At June 30, At December 31,
2010 2009
Carrying Carrying Fair
Fair Value
(in millions) Amount Value (@ Amount @
Debt (Note 4):
PG&E Corporatior® $ — $ — $ 597 $1,09¢
Utility 9,54( 10,55:¢ 9,24( 9,82¢
Energy recovery bonds 1,031 1,171 1,21z 1,26¢

(€3]

(2) PG&E Corporation Convertible Subordinated Notesewsr longer outstanding as of June 30, 2

Fair values are determined using readily availgbleted market price

The Utility classifies its investments held in tigclear decommissioning trust as “available-foesahs the day-to-day investing
activities of the trusts are managed by externastment managers, the Utility is unable to aghettit has the intent and ability to hold
investments to maturity. Therefore, all unrealilesbes are considered other-than-temporary impaisn&ains or losses on the nuclear
decommissioning trust investments are refundabteasverable, respectively, from customers. Theegfioust earnings are deferred and
included in the regulatory liability for recoverigsexcess of ARO. There is no impact on the Wtsiearnings or accumulated other
comprehensive income. (See Note 3 above for fudiseussion.)
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The following table summarizes unrealized gainslasdes related to available-for-sale investmeald im the Utility’s nuclear
decommissioning trusts:

Total Total
Amortized Unrealized Unrealized Estira?ted
Cost Gains Losses Fair Value

(in millions)
As of June 30, 201!
U.S. equity securitie $ 36C $ 371 $ (5) $ 72€
Non-U.S. equity securitie 177 10¢ 4 282
U.S. government and agency securi 69¢ 80 — 77¢
Municipal securitie: 91 2 @ 92
Other fixed income securiti¢ 77 2 — 79
Total $ 1,40¢ $ 564 $ (10 $ 1,95i
As of December 31, 200
U.S. equity securitie $ 344 $ 42t $ Q) $ 76€
Non-U.S. equity securitie 182 162 Q) 344
U.S. government and agency securi 65€ 52 4 704
Municipal securitie: 89 1 — a0
Other fixed income securiti 10¢ 2 (2 10¢€
Total $ 1,37¢ $  64: $ (8 $ 2,014

@ Excludes taxes on appreciation of investment v:

The following table summarizes the estimated falug of debt securities classified by the contralatuaturity date of the security:

At June 30
2010
(in millions)
Less than 1 ye: $ 40
1-5 years 424
5-10 years 24¢
More than 10 year 237
Total maturities of debt securiti $  94¢
The following table provides a summary of activiity available-for-sale securities:
Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
(in millions)
Proceeds received from sales of secur $ 34¢ $ 567 $ 68 $ 954
Gross realized gains on sales of securities hettvaisable-for-sale 7 4 22 12
Gross realized losses on sales of securities Iseddailabl-for-sale (@D} (16) (6) (50)

In general, investments held in the nuclear decasimming trusts are exposed to various risks, agdhterest rate, credit, and market
volatility risks. It is reasonably possible thatalges in the market values of investment secudtetd occur in the near term, and such
changes could materially affect the trusts’ failuea
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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, PG8dfporation, and among
themselves. The Utility and PG&E Corporation exaf@madministrative and professional services in sttpyf operations. Services provided
directly to PG&E Corporation by the Utility are peid at the higher of fully loaded cost (i.e., direast of good or service and allocation of
overhead costs) or fair market value, dependinthemature of the services. Services provided tyréa the Utility by PG&E Corporation
are generally priced at the lower of fully loadedtcor fair market value, depending on the natackvalue of the services. PG&E Corpora
also allocates various corporate administrativegatteral costs to the Utility and other subsiditising agreed-upon allocation factors,
including the number of employees, operating anthteaance expenses, total assets, and other tmstédn methodologies. Management
believes that the methods used to allocate expemsagasonable and meet the reporting and acogumijuirements of its regulatory
agencies.

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

Three Months Ended Six Months Ended
June 30, June 30,

(in millions) 2010 2009 2010 2009
Utility revenues from:

Administrative services provided to PG&E Corporal $ 2 $ 1 $ 3 $ 2
Utility expenses from:

Administrative services received from PG&E Corpimna $ 9 $ 14 $ 25 $ 33
Utility employee benefit due to PG&E Corporati 5 3 15 9

At June 30, 2010 and December 31, 2009, the Utikty a receivable of $60 million and $26 millicespectively, from PG&E
Corporation included in accounts receivable — o#met other noncurrent assets — other on the Usil®pndensed Consolidated Balance
Sheets, and a payable of $12 million and $16 millrespectively, to PG&E Corporation included ic@ants payable — other on the Utility’s
Condensed Consolidated Balance Sheets.

NOTE 10: RESOLUTION OF REMAINING CHAPTER 11 DISPUTE D CLAIMS

Various electricity suppliers filed claims in theility’s proceeding under Chapter 11 seeking paynf@nenergy supplied to the Utility’
customers through the wholesale electricity markptrated by the CAISO and the California Powertaxge (“PX") between May 2000
and June 2001. These claims, which the Utility diep, are being addressed in various FERC andgligioceedings in which the State of
California, the Utility, and other electricity purasers are seeking refunds from electricity suppliacluding municipal and governmental
entities, for overcharges incurred in the CAISO #rPX wholesale electricity markets between M@@®and June 2001. At June 30, 2010
and December 31, 2009, the Utility held $512 milland $515 million in escrow, respectively, inchglinterest earned, for payment of the
remaining net disputed claims. These amounts atedad within restricted cash on the Condensed @imtaded Balance Sheets.

While the FERC and judicial proceedings have besrdmg, the Utility entered into a number of satidats with various electricity
suppliers to resolve some of these disputed claimasto resolve the Utilitg refund claims against these electricity suppli€hese settleme
agreements provide that the amounts payable byaties are, in some instances, subject to adjudthased on the outcome of the various
refund offset and interest issues being consideyetie FERC. The proceeds from these settlemeites,deductions for contingencies based
on the outcome of the various refund offset aneréatt issues being considered by the FERC, willicoa to be refunded to customers in
rates. Additional settlement discussions with otfectricity suppliers are ongoing. Any net refuntaim offsets, or other credits that the
Utility receives from energy suppliers through fesion of the remaining disputed claims, eitheotigh settlement or the conclusion of the
various FERC and judicial proceedings, will alsoccbedited to customers.

The following table presents the changes in theamgimg disputed claims liability and interest aamdrom December 31, 2009 to
June 30, 2010:

(in millions)

Balance at December 31, 2C $94¢€
Interest accrue 15
Less: supplier settlemer _(4))
Balance at June 30, 2010 $92C
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At June 30, 2010, the Utility’s net disputed clailability was $920 million, consisting of $746 idin of remaining disputed claims
(classified on the Condensed Consolidated BalaheetS within accounts payable — disputed claimscastbmer refunds) and interest
accrued at the FERC-ordered rate of $668 millidasgified on the Condensed Consolidated BalancetSkethin interest payable) partially
offset by accounts receivable from the CAISO amdRIX of $494 million (classified on the Condensexhéblidated Balance Sheets within
accounts receivable — other).

Interest accrues on the liability for disputed wisiat the FERC-ordered rate, which is higher tharrate earned by the Utility on the
escrow balance. Although the Utility has been atiifgy the difference between the accrued intemegdttiae earned interest from customers,
this amount is not held in escrow. If the amounintérest accrued at the FERC-ordered rate is gréaan the amount of interest ultimately
determined to be owed with respect to disputedndathe Utility would refund to customers any excest interest collected from
customers. The amount of any interest that thétYtilay be required to pay will depend on the fiaalounts to be paid by the Utility with
respect to the disputed claims and when such sttes@aid.

PG&E Corporation and the Utility are unable to pcedvhen the FERC or judicial proceedings thatsailépending will be resolved, a
the amount of any potential refunds that the Wtititay receive or the amount of disputed claimduitiag interest that the Utility will be
required to pay.

NOTE 11: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have substantiahfcial commitments in connection with agreememtered into to support the
Utility’s operating activities. PG&E Corporation @ithe Utility also have significant contingenciesiag from their operations, including
contingencies related to guarantees, regulatorygaaings, nuclear operations, environmental comgdiand remediation, tax matters, and
legal matters.

Commitments
Utility
Third-Party Power Purchase Agreements

As part of the ordinary course of business, thétygnters into various agreements to purchasegp@nd electric capacity. The price
purchased power may be fixed or variable. Varighieing is generally based on the current markieepof either gas or electricity at the date
of purchase.

At June 30, 2010, the undiscounted future expgoteer purchase agreement payments were as follows:

(in millions)
2010 $ 1,202
2011 2,32¢
2012 2,46¢
2013 2,72¢
2014 2,73¢
Thereaftel 44,62°¢
Total $56,08

Payments made by the Utility under power purchgseeanents amounted to $1,094 million and $1,154amifor the six months ende
June 30, 2010 and June 30, 2009, respectivelyafrtaints above do not include payments relatedet®WR purchases for the benefit of
Utility’s customers, as the Utility only acts asagent for the DWR.

Some of the power purchase agreements that thigyldtitered into with independent power produckeat are qualifying facilities
(“QF"s) are treated as capital leases. The follgnable shows the future fixed capacity paymentsuhder the QF contracts that are treated
as capital leases. (These amounts are also inclodkd table above.) The fixed capacity paymergsdéscounted to their present value using
the Utility’s incremental borrowing rate at the inception eflrases. The amount of this discount is showhearnount representing intert
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(in millions)

2010 $ 29
2011 50
2012 50
2013 50
2014 42
Thereafte 162
Total fixed capacity paymen 38:¢
Amount representing intere 81

Present value of fixed capacity payme $302

Minimum lease payments associated with the leabgation are included in Cost of electricity on P&&orporation’s and the Utilitg’
Condensed Consolidated Statements of Income. Trtiegiof the Utility’s recognition of the lease exyse conforms to the ratemaking
treatment for the Utility’s recovery of the costadéctricity. The QF contracts that are treatedagstal leases expire between April 2014 and
September 2021.

At June 30, 2010 and December 31, 2009, PG&E Catjoor and the Utility had, respectively, $33 mitliand $32 million included in
current liabilities — other, and $269 million an&8® million included in noncurrent liabilities —hatr, respectively, representing the present
value of the fixed capacity payments due underetesitracts recorded on PG&E Corporation’s andJtiléy’s Condensed Consolidated
Balance Sheets. The corresponding assets at Jug@BDand December 31, 2009 of $302 million ant¥$illion, including amortization «
$106 million and $94 million, respectively, arelumbed in property, plant, and equipment on PG&Ep@aation’s and the Utilitys Condense
Consolidated Balance Sheets.

Natural Gas Supply, Transportation, and Storage Comitments

The Utility purchases natural gas directly fromdaroers and marketers in both Canada and the Usttds to serve its core customers.
The contract lengths and natural gas sources dftitig/’s portfolio of natural gas procurement doacts can fluctuate based on market
conditions. The Ultility also contracts for natugals transportation to transport natural gas fragrpthints at which the Utility takes delivery
(typically in Canada and the southwestern UnitedeStsupply basins) to the points at which thdtyslnatural gas transportation system
begins. In addition, the Utility has contracted dais storage services in its market area in oodeetter meet winter peak customer loads.

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

At June 30, 2010, the Utility’s undiscounted obligas for natural gas purchases, gas transportagorices, and gas storage were as
follows:

(in millions)

2010 $ 445
2011 45k
2012 78
2013 59
2014 44
Thereaftel 11&

Total ® $1,19¢

@ Total does not include Ruby Pipeline reservatiost commitment described belo
Payments for natural gas purchases, gas transpaortarvices, and gas storage amounted to $91@mahd $737 million for the six
months ended June 30, 2010 and June 30, 2009 tieshe

Ruby Pipeline

On April 5, 2010, the FERC issued an order autlmgiEl Paso Corporation to construct, operate,raathtain its proposed 675-mile
gas transmission pipeline (“Ruby Pipeline”), whigbuld begin at the Opal Hub in Wyoming and termenatt the Malin, Oregon,
interconnect, near California’s northern border hade an initial capacity of 1.5 billion cubic fger day. Construction of the project is
scheduled to begin in the third quarter of 201@, the facilities are scheduled to be in servicthéspring of 2011. The Utility has contracted
for firm service rights on the Ruby Pipeline of appmately 0.4 billion cubic feet per day beginning2011. Under these agreements the
Utility will have a cumulative commitment of $1.4limn over 15 years.
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Nuclear Fuel Agreements

The Utility has entered into several purchase agesss for nuclear fuel. These agreements have temgsng from 1 to 16 years and
are intended to ensure lotgrm fuel supply. The contracts for uranium anddmnversion and enrichment services provide fof4@0verag
of reactor requirements through 2014, while congréar fuel fabrication services provide for 100%verage of reactor requirements through
2011. The Utility relies on a number of internatibproducers of nuclear fuel in order to diversifysources and provide security of supply.
Pricing terms are also diversified, ranging fronrke#-based prices to base prices that are escalabeg published indices.

At June 30, 2010, the undiscounted obligations undelear fuel agreements were as follows:

(in millions)
2010 $ 58
2011 82
2012 69
2013 107
2014 13E
Thereaftel 1,21¢
Total $1,66¢

Payments for nuclear fuel amounted to $95 millind 861 million for the six months ended June 3@,®&nd June 30, 2009,
respectively.

Contingencies
PG&E Corporation

PG&E Corporation retains a guarantee related tmiceobligations of its former subsidiary, Natiofalergy & Gas Transmission, Inc.
(“NEGT"), that were issued to the purchaser of &GN subsidiary company in 2000. PG&E Corporati@risnary remaining exposure
relates to any potential environmental obligatitves were known to NEGT at the time of the salertmitdisclosed to the purchaser, and is
limited to $150 million. PG&E Corporation has neteived any claims nor does it consider it prob#id¢ any claims will be made under the
guarantee. PG&E Corporation believes that its gi@kexposure under this guarantee would not havatrial impact on its financial
condition or results of operations.

Utility
Energy Efficiency Programs and Incentive Ratemakil

The CPUC has established a ratemaking mechanigmotide incentives to the California investor-ownaiities to meet the CPUC's
energy savings goals through implementation oftiigies’ 2006-2008 energy efficiency programs.decordance with this mechanism, the
CPUC has awarded the Utility interim incentive newes totaling $75 million through December 31, 2b88ed on the energy savings
achieved through implementation of the Utility’seegy efficiency programs during the 2006 througB&p@rogram cycle. The amount of
additional incentive revenues the Utility may eafany, is subject to the CPUC’s completion of fimal true-up process. In April 2010, the
assigned CPUC commissioner directed the partibsitbsettlement discussions in an effort to agreéhe 2010 final true-up amounts. The
CPUC commissioner also directed the Energy Divistooalculate various true-up amounts based ongeraf possible scenarios that use
different assumptions about energy savings, gaal$,costs, noting that the CPUC can consider atemapproaches to calculate the final
true-up amounts instead of relying solely on thergg Division’s evaluation of the final energy says over the 2006-2008 program cycle.

On May 4, 2010, the Energy Division released varistenarios of additional incentive amounts usatg ffom the Energy Division’s
draft evaluation report released on April 15, 20 calculation scenarios for the Utility rangenfra penalty of $75 million, based on a
scenario using the Energy Division’s evaluated Itssto a reward of $105 million. The Energy Diwasis draft report did not include the
scenario jointly proposed by the utilities. On J8Jy2010, the Energy Division released its finadlagtion report and updated the results of its
scenario calculations. The range of possible fined-up amounts contained in the final scenarionegre substantially the same as the
amounts contained in the scenario report releasdthy 2010. On July 16, 2010, the utilities subedttata to the CPUC to support the
utilities’ joint scenario using the verified resuilh the Energy Division’s final evaluation repddtsed on this scenario, the Utility would be
entitled to additional incentive revenues of apprately $63 million.
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The CPUC is scheduled to issue a final decisiarotoplete the true-up process by the end of 2018.EPGorporation and the Utility
are unable to predict the amount, if any, of addai incentive revenues or penalties the Utilityyrba assessed for the 2006-2008 program
cycle.

Spent Nuclear Fuel Storage Proceedin

As part of the Nuclear Waste Policy Act of 1982nGess authorized the U.S. Department of Energ®€D and electric utilities with
commercial nuclear power plants to enter into amis under which the DOE would be required to dispaf the utilities’ spent nuclear fuel
and high-level radioactive waste no later than danB1, 1998, in exchange for fees paid by théiesl In 1983, the DOE entered into a
contract with the Utility to dispose of nuclear weafom the Utility’s two nuclear generating urdtisDiablo Canyon and its retired nuclear
facility at Humboldt Bay.

Because the DOE failed to develop a permanentgesite, the Utility obtained a permit from the Mgz Regulatory Commission
(“NRC") to build an on-site dry cask storage fagilio store spent fuel at Diablo Canyon througteast 2024. The construction of the dry
cask storage facility is complete. During 2009 ttigity moved all the spent nuclear fuel that wakeduled to be moved into dry cask
storage. An appeal of the NRC's issuance of thejtés still pending in the U.S. Court of Appeats the Ninth Circuit. The appellants claim
that the NRC failed to adequately consider envirental impacts of a potential terrorist attack atidd Canyon. The Ninth Circuit has set
November 4, 2010 as the date for oral argun

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 costs that they incurred to build on-giters nuclear fuel storage facilities. The Utiligught to recover $92 million of costs that it
incurred through 2004. After several years of ditign, on March 30, 2010, the U.S. Court of Fed€talms awarded the Utility $89 million.
The DOE filed an appeal of this decision on May 2&10.

The Utility incurred approximately $188 million lpeten 2005 and 2009 to build on-site storage faslitThe Utility will also seek to
recover these costs from the DOE. Amounts recovieosa the DOE will be credited to customers.

Nuclear Insurance

The Utility has several types of nuclear insurafoceghe two nuclear operating units at Diablo Camgad for its retired nuclear
generation facility at Humboldt Bay Unit 3. The lif§i has insurance coverage for property damagdsasiness interruption losses as a
member of Nuclear Electric Insurance Limited (“NBELLNEIL is a mutual insurer owned by utilities Wihuclear facilities. NEIL provides
property damage and business interruption coveshgp to $3.2 billion per incident for Diablo Canmydn addition, NEIL provides $131
million of property damage insurance for HumboldtyBJnit 3. Under this insurance, if any nucleareagating facility insured by NEIL
suffers a catastrophic loss causing a prolongeaigeythe Utility may be required to pay an addaigrremium of up to $40 million per one-
year policy term

NEIL also provides coverage for damages causedtsyad terrorism at nuclear power plants that Haeen “certified” by the Secretary
of the Treasury. For a certified act of terroriswiIL can obtain compensation from the federal goment and will provide up to the full
policy limits to the Utility for an insured loss.dne or more non-certified acts of terrorism capisgerty damage covered under any of the
nuclear insurance policies issued by NEIL to anylNfaember, the maximum recovery under all thosdeardansurance policies may not

Under the Pricédnderson Act, public liability claims that aris@f nuclear incidents that occur at Diablo Canyaa, that occur durin
the transportation of material to and from Diabln@on are limited to $12.6 billion. As requiredtbg Price-Anderson Act, the Utility
purchased the maximum available public liabilitgirance of $375 million for Diablo Canyon. The Inaka of the $12.6 billion of liability
protection is provided under a loss-sharing progaamong utilities owning nuclear reactors. The ttifhay be assessed up to $235 million
per nuclear incident under this program, with paytaén each year limited to a maximum of $35 milliger incident. Both the maximum
assessment and the maximum yearly assessmentjasteddor inflation at least every five years. Ttext scheduled adjustment is due on or
before October 29, 2013.

The Price-Anderson Act does not apply to publibility claims that arise from nuclear incidentsttbacur during shipping of nuclear
material from the nuclear fuel enricher to a fusdrfcator or that occur at the fuel fabricator’'sility. Such claims are covered by nuclear
liability policies purchased by the enricher and thel fabricator as well as by separate supplemts transporter’s (“S&T”) insurance
policies. The Utility has an S&T policy that proesli coverage for claims arising from some of thesgénts up to a maximum of $375
million per incident. The Utility could incur lossé¢hat are either not covered by insurance or ektteamount of insurance available.
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In addition, the Utility has $53 million of liabfli insurance for Humboldt Bay Unit 3 and has a $80llon indemnification from the
NRC for public liability arising from nuclear inchts, covering liabilities in excess of the $53lignil of liability insurance

Environmental Matters

The Utility may be required to pay for environmdmtamediation at sites where it has been, or may potentially responsible party
under environmental laws. Under federal and Calitotaws, the Utility may be responsible for renaidin of hazardous substances at former
manufactured gas plant (‘“MGP”) sites, power plaietss and sites used by the Utility for the storageycling, or disposal of potentially
hazardous materials, even if the Utility did nopdsit those substances on the site.

Given the complexities of the legal and regulatemyironment and the inherent uncertainties involvetthe early stages of a
remediation project, the process for estimatingemiation liabilities is subjective and requiresrsiigant judgment. The Utility records an
environmental remediation liability when site assesnts indicate that remediation is probable andritreasonably estimate the loss within a
range of possible amounts.

The Utility records an environmental remediatia@bllity based on the lower end of the range ofeastitd costs, unless an amount
within the range is a better estimate than anyrath®unt. Amounts recorded are not discountedd fresent value.

The Utility had an undiscounted gross environmergalediation liability of $615 million at June 310 and $586 million at
December 31, 2009. The following table presentsttenges in the environmental remediation liabfligm December 31, 2009:

(in millions)
Balance at December 31, 2C $58¢€
Additional remediation costs accrue
Transfer to regulatory account for recov 68
Amounts not recoverable from custom 16
Less: Payment (59)
Balance at June 30, 20 $61°

The $615 million accrued at June 30, 2010 consistise following:
» $42 million for remediation at the Utili's natural gas compressor site located near Hinklelfornia;
* $177 million for remediation at the Util' s natural gas compressor site located on the @akfdorder, near Topock, Arizor
» $87 million related to remediation at divested gatien facilities;
* $121 million related to remediation costs for thdityt's generation and other facilities and for t-party disposal site:

*  $139 million related to investigation and/or renaidin costs at former MGP sites owned by the Wtdit third parties (including those
sites that are the subject of remediation ordersrisyronmental agencies or claims by the curremtarg of the former MGP sites); a

*  $49 million related to remediation decommissioningdi-fueled sites

The Utility has a program, in cooperation with @alifornia Environmental Protection Agency, to exatk and take appropriate actio
mitigate any potential environmental concerns pdsedertain former MGPs located throughout theitytd service territory. Of the 41 MGP
sites owned or operated by the Utility, 33 havenbaeare in the process of being remediated. Thigyas notified the owners of properties
located on the remaining eight sites and offeret@$bthe soil for residues, and depending ondhelts of such tests, to take appropriate
remedial action. Two of these sites are locatadian, residential areas of San Francisco anditmisdocated in a predominantly
commercial area of San Francisco. Although thetytilas entered into or is negotiating site aceggsements with several of the property
owners, others have not responded to the Utilijfsr. Until its investigation is complete, the ent of its obligation to remediate is
established, and appropriate remedial actionsetezmined, the Utility is unable to estimate thigméte amount it may incur with respect to
the remediation of these sites.

The Utility expects to recover $326 million of t$i615 million environmental remediation liabilityy accordance with a CPUC-
approved ratemaking mechanism under which thetytdiauthorized to recover 90% of hazardous waesteediation costs without a
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reasonableness review. (Environmental remediasp@ated with the Hinkley natural gas compresgelisnot recoverable under this
mechanism.) In addition, the CPUC and the FERC hantforized the Utility to recover $123 millionrates relating to remediation costs for
decommissioning fossil-fueled sites and certaithefUtility’s transmission stations. The Utilitysal recovers its costs from insurance carriers
and from other third parties whenever possible. Ampunts collected in excess of the Utility’s uliite obligations may be subject to refund
to customers.

Although the Utility has provided for known envirmental obligations that are probable and reasoredilgnable, estimated costs may
vary significantly from actual costs, and the antaafradditional future costs may be material tauhessof operations in the period in which
they are recognized. The Utility’s undiscountedifatcosts could increase to as much as $1.1 biflibve extent of contamination or
necessary remediation is greater than anticipatédfte other potentially responsible parties moé financially able to contribute to these
costs, and could increase further if the Utilitypokes to remediate beyond regulatory requirembngslidition, it is reasonably possible that
the Ultility will incur losses related to certain N®Gites located in San Francisco, but the Utifitymable to reasonably estimate the amount of
such loss.

Legal Matters

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

PG&E Corporation and the Utility make a provisiam & liability when it is both probable that a lilily has been incurred and the
amount of the loss can be reasonably estimated€eTdecruals, and the estimates of any additioaabreably possible losses, are reviewed
quarterly and are adjusted to reflect the impattsegotiations, discovery, settlements and paymeulisigs, advice of legal counsel, and
other information and events pertaining to a palticmatter. In assessing such contingencies, PG&#poration’s and the Utility’s policy is
to exclude anticipated legal costs.

The accrued liability for legal matters is includadPG&E Corporation’s and the Utility’s currenaliilities — other in the Condensed
Consolidated Balance Sheets and totaled $56 midttalune 30, 2010 and $57 million at December BQ92PG&E Corporation and the
Utility are not able to predict the ultimate outo®of the various legal matters, but after consititemaof these accruals, PG&E Corporation
and the Utility do not believe that losses assediatith these matters would have a material advergact on their financial condition or
results of operations.

Tax Matters

PG&E Corporation and the Utility receive a fedesabsidy for maintaining a retiree medical bendfinpwith prescription drug benefits
that is actuarially equivalent to Medicare ParfHor federal income tax purposes, the subsidy wedaalible when contributed to the benefit
plan maintained for these benefits. On March 3Q02€ederal healthcare legislation was signed elitting the deduction for subsidy
contributions after 2012. As a result, PG&E Corpioraand the Utility recognized an expense of $alion (recorded as an increase to
income tax provision and a reduction to deferredine tax asset for subsidy amounts included icéfeulation of accrued retiree medical
benefit obligation).

The Internal Revenue Service (“IRS”) is currentlygiing PG&E Corporation’s consolidated 2005—2083ime tax returns. For 2008
and 2009, PG&E Corporation participates in the Clianpe Assurance Process (“CAP”), a real-time IR8itaintended to expedite matter
resolution. The CAP audit culminates with a leftem the IRS indicating their acceptance of themet The IRS accepted the 2008 return but
held back several matters for further review. Thesnhsignificant of these relates to a tax accogmirethod change used by PG&E
Corporation to accelerate the amount of deductigairs. While the IRS approved PG&E Corporationguest for a change in method, the
IRS maintained the right to further review the amtoaf the additional deduction. This review has pratgressed significantly because the
is working with the utility industry in an efforbtresolve this matter in a consistent manner fautdities before auditing individual
companies. Although the IRS is still reviewing PG&Brporation’s 2009 tax return, PG&E Corporatioti@pates that the IRS will hold
back the same matters for further review.

The California Franchise Tax Board is auditing PG&@rporation’s 2004 and 2005 combined Californiome tax returns, as well as
1997-2007 amended income tax returns reflectingd&8ements for these years and claim filings apgtly only to California. Based on
recent communications with the Franchise Tax BoR@I&E Corporation does not expect the Californidisuo be completed prior to the
latter part of 2011.

PG&E Corporation believes that the final resolutidrihe federal and California audits will not havenaterial adverse impact on its
financial condition or results of operations. PG&Brporation is neither under audit nor subjectrtp material risk in any other jurisdiction.
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As of June 30, 2010, PG&E Corporation has $25 amlbf federal and California capital loss carryfards based on filed tax returns,
of which approximately $10 million will expire ifat used by 2011. For all periods presented, PG&B@ation has provided a full valuation
allowance against its deferred income tax assetsafoital loss carry forwards.

For a discussion of unrecognized tax benefits\s#te 9 of the Notes to the Consolidated Finandiategnents in the 2009 Annual
Report. It is reasonably possible that unrecogniagdenefits could decrease in the next 12 mdmghen amount ranging from $0 to $30
million for PG&E Corporation and the Utility.
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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 lsld interests in energy-based
businesses. PG&E Corporation conducts its busiméssipally through Pacific Gas and Electric Comp#tuUtility”), a public utility
operating in northern and central California. Th#ity generates revenues mainly through the satédelivery of electricity and natural gas
to customers. PG&E Corporation became the holdamgpany of the Utility and its subsidiaries on Jagug 1997. Both PG&E Corporation
and the Utility are headquartered in San Franciadifornia.

The Utility served 5.2 million electricity distriltion customers and 4.3 million natural gas distitiucustomers at June 30, 2010. The
Utility had $44.0 billion in assets at June 30, @@hd generated revenues of $6.7 billion in thersixths ended June 30, 2010.

The Utility is regulated primarily by the CalifonPublic Utilities Commission (“CPUC") and the FezleEnergy Regulatory
Commission (“FERC”). In addition, the Nuclear Regfofry Commission (“NRC”) oversees the licensingistauction, operation, and
decommissioning of the Utility’s nuclear generatfanilities, including the Diablo Canyon power pigfDiablo Canyon”). The CPUC has
jurisdiction over the rates and terms and condstiofiservice for the Utilit’'s electric and natural gas distribution operatjaisctric
generation, and natural gas transportation andgtoiThe FERC has jurisdiction over the rates amdg and conditions of service governing
the Ultility’s electric transmission operations and over thesrand terms and conditions of service governiadJtility on its interstate natur
gas transportation contracts. Before setting rétesCPUC and the FERC authorize the annual anauetvenue (“revenue requirements”)
that the Utility is authorized to collect from itsstomers to recover its reasonable operating apitiat costs of providing utility services. The
authorized revenue requirements also provide tilgylidn opportunity to earn a return on “rate Ha@e., the Utility’s net investment in
facilities, equipment, and other property usedssful in providing utility service to its customgr¥he CPUC requires the Utility to maintain
a certain capital structure (i.e., the relativeghéings of common equity, preferred equity, andtpethen financing its rate base and
authorizes the Utility to earn a specific rateetiurn on each capital component.

This is a combined quarterly report of PG&E Corpioraand the Utility and should be read in conjimtiwith each compang’separai
Condensed Consolidated Financial Statements anddtes to the Condensed Consolidated Financia¢@tts included in this quarterly
report. In addition, this quarterly report shoulsiread in conjunction with PG&E Corporation’s ahd ttility’s combined Annual Report on
Form 10-K for the year ended December 31, 2009 hwinicorporates by reference each compsaiayidited Consolidated Financial Stateme
the Notes to the Consolidated Financial Statemants other information incorporated by referen@909 Annual Report”).

Significant developments that have occurred sihee2009 Annual Report was filed with the Securitied Exchange Commission on
February 19, 2010 are discussed in this QuartegjyoR on Form 10-Q.

Summary of Changes in Earnings per Common Share ankhcome Available for Common Shareholders for the firee and Six Months
Ended June 30, 2010

PG&E Corporation’s diluted earnings per common sl{#PS”)for the three months ended June 30, 2010 was $0@pared to $1.C
for the same period in 2009. For the six monthsedntine 30, 2010, PG&E Corporation’s diluted EPS $4a54 compared to $1.67 for the
same period in 2009. PG&E Corporation’s income lalség for common shareholders for the three moettied June 30, 2010 decreased by
$55 million, or 14%, to $333 million, compared 888 million for the same period in 2009. For therabonths ended June 30, 2010, income
available for common shareholders decreased byr#iiBn, or 6%, to $591 million, compared to $629lion for the same period in 2009.
The primary factors for these decreases are disdusslow.

Diluted EPS and income available for common shddehe decreased for both the three and six momttieceJune 30, 2010, as
compared to the same periods in 2009 when thetyJtdcognized a $28 million, after tax, recoverycosts previously incurred in connection
with its hydroelectric generation facilities an§%6 million, after tax, income benefit as a resfila tax settlement.

For the three months ended June 30, 2010, theyUtiturred costs of $20 million, after tax, to popt Proposition 16 Faxpayers Righ
to Vote Act (“Proposition 16") that also contribdtéo a decrease in diluted EPS and income avaifableommon shareholders during the
quarter. These negative factors were partiallyadffyy (1) an increase of $19 million, after tavgttthe Utility earned on higher authorized
capital investments, (2) a decrease of $4 milladter tax, in employee termination costs, and (B8¢erease of $11 million, after tax,
representing costs the Utility incurred during theee months ended June 30, 2009 to perform aetetenatural gas leak surveys.

For the six months ended June 30, 2010, the Utilityrred (1) $45 million, after tax, of costs tgpport Proposition
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16, (2) a $20 million, after tax, charge triggebsgdthe elimination of the tax deductibility of thedicare Part D federal subsidy, and (3) $12
million, after tax, of storm-related costs. Thes@gative factors were partially offset by (1) anrease of $40 million, after tax, that the Utility
earned on higher authorized capital investmen)sa (Rcrease of $22 million, after tax, represgntiosts the Utility incurred in 2009 in
connection with a scheduled refueling outage abDBi€anyon, (3) a decrease of $10 million, after ka employee termination costs, (4) a
decrease of $16 million, after tax, representingtxthe Utility incurred during the six months edideine 30, 2009 to perform accelerated
natural gas leak surveys, and (5) a decrease ofili@n, after tax, in uncollectible expense agault of customer outreach and increased
collection efforts as compared to the same perideDD9.

Key Factors Affecting Results of Operations and Fiancial Condition

PG&E Corporation’s and the Utility’s results of spgons and financial condition depend primarilyvaimether the Utility is able to
operate its business within authorized revenueireauents, recover its authorized costs timely, @ch its authorized rate of return. A
number of factors have had, or are expected to, zasignificant impact on PG&E Corporation’s and thtility’s results of operations and
financial condition, including:

. The Outcome of Regulatory Proceedindhere are several rate cases that are currestigipg at the CPUC and the FEI
the outcome of which will determine the majoritytbé Utility’s base revenue requirements for 20ad several years
thereafter. In the 2011 General Rate Case (“201C'GRhe CPUC will authorize the Utility’s revenuequirements for its
electric and natural gas distribution operationd iés electric generation operations from 2011 uigito2013. The CPUC
will also authorize the Utility’s revenue requiremte for its natural gas transportation and stosmgeices from 2011
through 2014 in the pending gas transmission amdge rate case. In addition, on July 28, 2010Utigy filed its 13t
Electric Transmission Owner (“TO”) rate case redingsthe FERC to determine the amount of electaagmission
revenues the Utility can recover beginning in Ma2i 1. (See “Regulatory Matters” below.) From titod¢ime the Utility
also requests that the CPUC authorize additiorse bavenue requirements for specific capital exjperedprojects such as
new power plants. (See “Capital Expenditures” beJoine outcome of these regulatory proceedingdeaaffected by
many factors, including general economic conditidhs level of customer rates, and political arglitatory policies

. The Ability of the Utility to Control Costs Whileproving Operational Efficiency and Reliabilityrhe Utility’s revenue
requirements in general rate cases and TO rats eas@enerally set at a level to allow the Utilitg opportunity to recov
its basic forecasted operating expenses, as wtdl@arn a return on equity (“‘ROE”) and recoverrdemtion, tax, and
interest expense associated with authorized capifsnditures. Differences in the amount or tinofifprecasted and
actual operating expenses and capital expenditaregffect the Utility’s ability to earn its CPUQ+aorized rate of return
and the amount of PG&E Corporatigrincome available for common shareholders. Intamfdithe Utility may incur highe
than anticipated operating expenses than provideih fthe last general rate case. The Utility combiusly re-prioritizes
spending to meet customer needs and seeks to achistainable operational efficiencies to maxintzeability to earn its
authorized return while maintaining and improvingemtional safety and reliability. (See “Resultgferations” below.)
The Utility also seeks to make the amount and tinohits capital expenditures consistent with costodemand and
forecasted amounts and timing and to manage sepafahded projects within approved cost limits. &drcapital
expenditures are higher than authorized levelsUtiigy incurs associated depreciation, propedy, tand interest expense
but does not recover revenues to fully offset theeqeenses or earn an ROE until the increased tapgppanditures are
added to rate base in future rate cases."“Capital Expenditure’ below.)

. Capital Structure and Financinghe CPUC has authorized a capital structure fokMiléy’s electric and natural gas
distribution and electric generation rate base tbasists of 52% common equity and 48% debt aniéeal stock. This
authorized capital structure will remain in effémtough 2012. The CPUC also has authorized théyutil earn a rate of
return on each component of its capital structinguding a ROE of 11.35%. These rates will reminieffect through
2010. The rates for 2011 and 2012 are subject samanal adjustment mechanism that will be triggéiréne 12-month
October-through-September average vyield for thdiecglgje Moody’s Investors Service utility bond indi@creases or
decreases by more than 1% as compared to the alplglicenchmark. The amount of the Utilgyduthorized equity earnin
is determined by the 52% equity component, the3PA.ROE, and the aggregate amount of rate baseragtidoy the
CPUC. The rate of return that the Utility earnsitsFERC-jurisdictional rate base is not specifice
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authorized, but rates are designed to allow thityJtd earn a reasonable rate of return. The CRefodically authorizes
the aggregate amount of long-term debt and sieomt-debt that the Utility may issue and authoriesUtility to recover it
related debt financing costs. The timing and amafitie Utility’s future financing will depend oravious factors, as
discussed in “Liquidity and Financial Resourcedble PG&E Corporation contributes equity to thelititias needed by
the Ultility to maintain its CPUC-authorized capisducture. PG&E Corporation may issue debt ortgdnithe future to
fund these equity contribution

In addition to the key factors discussed above, E@®rporation’s and the Utility’s future resultsayerations and financial condition
are subject to risk factors. (See “Risk Factorsthim 2009 Annual Report.)

CAUTIONARY LANGUAGE REGARDING FORWARD-LOOKING STATE MENTS

This report contains forward-looking statements #ra necessarily subject to various risks and iaicgies. These statements are basec
on current estimates, expectations, and projectibosit future events and assumptions regarding temnts and management’s knowledge
of facts as of the date of this report. These fodaAlaoking statements relate to, among other mmtestimated capital expenditures; estimated
environmental remediation, tax, and other lial@tiestimates and assumptions used in PG&E Composatind the Utility’s critical
accounting policies; the anticipated outcome ofotes regulatory and legal proceedings; estimatagtéucash flows; and the level of future
equity or debt issuances. These statements aréalstified by words such as “assume,” “expectritéind,” “plan,” “project,” “believe,”
“estimate,” “target,” “predict,” “anticipate,” “ainfi “may,” “might,” “should,” “would,” “could,” “goal,” “potential,” and similar expressions.
PG&E Corporation and the Utility are not able tedict all the factors that may affect future resuBome of the factors that could cause
future results to differ materially from those eagsed or implied by the forward-looking statemeotgtom historical results, include, but are
not limited to:

» the Utility’s ability to efficiently manage capital expendisiend its operating and maintenance expenses vaithiorized levels
» the outcome of pending and future regulatory prdicegs and whether the Utility is able to timelyager its costs through rate

» the adequacy and price of electricity and natuaal gupplies and whether the new day-ahead, hoadahad real-time wholesale
electricity markets established by the Califormddpendent System Operator (“CAISO”) will contiriadunction effectively, the
extent to which the Utility can manage and respionithe volatility of electricity and natural gasqas, and the ability of the Utilii
and its counterparties to post or return collate

» explosions, fires, accidents, mechanical breakdotesdisruption of information technology and syss, and similar events that
may occur while operating and maintaining an eleeand natural gas system in a large service ¢eyrivith varying geographic
conditions that can cause unplanned outages, reghr@rating output, damage the Utility’s assetsparations, subject the Utility
to third-party claims for property damage or peedanjury, or result in the imposition of civil, ieninal, or regulatory fines or
penalties on the Utility

» the impact of storms, earthquakes, floods, drougitdfires, disease, and similar natural disasterscts of terrorism or
vandalism, that affect customer demand or that denoa disrupt the facilities, operations, or infation technology and systems
owned by the Utility, its customers, or third pastion which the 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 populatiorvgfoor decline, general
economic and financial market conditions, changdgeé¢hnology that include the development of aliéue technologies that
enable customers to increase their reliance orgeneration, or other reasol

» the occurrence of unplanned outages at the Uslity/o nuclear generating units at Diablo Canyoe a¥ailability of nuclear fuel,
the outcome of the Utility’s application to rendwetoperating licenses for Diablo Canyon, and p@kabanges in laws or
regulations promulgated by the NRC or environmeaggncies with respect to the storage of spenenudliel, security, safety, or
other matters associated with the operations dil®i@anyon
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whether the Utility earns incentive revenues oumsmbligations under incentive ratemaking mechagjsuch as the CPUC's
incentive ratemaking mechanism relating to eneeyyngs achieved through implementation of thetig#i customer energy
efficiency programs

the impact of federal or state laws or regulatiamgheir interpretation, on energy policy and tegulation of utilities and their
holding companies

whether the Utility can successfully implementgtsgram to install advanced meters for its electrid natural gas customers and
integrate the new meters with its customer billmgl other systems, the outcome of the independeestigation ordered by the
CPUC and the California Legislature into custommraerns about the new meters, and the abilityetitility to implement
various rate changes including “dynamic pricing”"dffering electric rates that can vary with thetouser’s time of use and are
more closely aligned with wholesale electricitycps;

how the CPUC interprets and enforces the finarasidl other conditions imposed on PG&E Corporatioemih became the
Utility’s holding company and the extent to whittetinterpretation or enforcement of these conditioais a material impact on
PG&E Corporation

the outcome of litigation, including litigation inlving the application of various California wagsdehour laws, and the extent to
which PG&E Corporation or the Utility incurs costsd liabilities in connection with litigation thate not recoverable through
rates, from insurance, or from other third part

the ability of PG&E Corporation, the Utility, andunterparties to access capital markets and othecss of credit in a timely
manner on acceptable tern

the impact of environmental laws and regulationd e costs of compliance and remediat

the loss of customers due to various forms of byjpasl competition, including municipalization oétbtility’s electric

distribution facilities, increasing levels of “daotaccess” by which consumers procure electricaynfalternative energy providers,
and implementation of “community choice aggregatiovhich permits cities and counties to purchasg sell electricity for their
local residents and businesses;

the outcome of federal or state tax audits and the @hpfachanges in federal or state tax laws, pddicoe regulations

For more information about the significant riskatthould affect the outcome of these forward-loglstatements and PG&E Corporation’s
and the Utility’s future financial condition andstdts of operations, see the discussion in theseentitled “Risk Factorsih the 2009 Annui
Report. PG&E Corporation and the Utility do not ertdke an obligation to update forward-lookingesta¢nts, whether in response to new
information, future events, or otherwise.
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RESULTS OF OPERATIONS

The table below details certain items from the agganying Condensed Consolidated Statements of ladonthe three and six mont
ended June 30, 2010 and 2009:

Three Months Ended Six Months Ended
June 30, June 30,

(in millions) 2010 2009 2010 2009
Utility
Electric operating revenus $2,51¢ $2,55¢ $5,02¢ $4,98(
Natural gas operating revent 717 64( 1,682 1,64¢

Total operating revenut 3,232 3,19/ 6,707 6,62¢
Cost of electricity 863 883 1,78: 1,76¢€
Cost of natural ga 247 18¢ 742 74E
Operating and maintenan 95¢ 1,03 1,94¢ 2,09¢
Depreciation, amortization, and decommissior 46€ 42¢ 91¢ 84¢

Total operating expens 2,53¢ 2,531 5,392 5,45¢
Operating Incom 69¢€ 657 1,31¢ 1,17¢
Interest incom: 2 17 4 26
Interest expens (164 (16€) (320 (339
Other income (expense), r 1 15 (5) 36
Income Before Income Tax 53¢ 52¢ 994 89¢
Income tax provisiol 19€ 132 391 263
Net Income 33¢ 391 603 63C
Preferred stock dividend requirem: 4 4 7 7
Income Available for Common Stoi $ 33t $ 387 $ 59¢€ $ 62:
PG&E Corporation, Eliminations, and Other @
Operating revenue $ — $ — $ — $ —
Operating expenss 1 1 2 1
Operating Los: 1) 1) (2 (1)
Interest incom — — — —
Interest expens (171) (12 (23 (20
Other income, ne 1 7 1 4
Loss Before Income Taxt¢ (12) (6) (24) (@)
Income tax benef (9 (7) (19) (23)
Net Income (Loss $ 2 3 1 $ B $ 6
Consolidated Total
Operating revenue $3,23: $3,19¢ $6,707 $6,62¢
Operating expenst 2,531 2,53¢ 5,394 5,45¢€
Operating Incom 69t 65€ 1,31: 1,16¢
Interest incom: 2 17 4 26
Interest expens (17%) (17¢) (349 (359
Other income (expense), r 2 22 (4) 40
Income Before Income Tax 524 517 97C 87¢€
Income tax provisiol 187 12t 372 24C
Net Income 337 392 59¢ 63€
Preferred stock dividend requirement of subsid 4 4 7 7
Income Available for Common Sharehold $ 33c $ 38¢ $ 591 $ 62¢

@ pG&E Corporation eliminates all intercompany tranigas in consolidatior
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Utility
The following presents the Utility’s operating réisdor the three and six months ended June 30) 28 2009.

Electric Operating Revenue

The Utility’s electric operating revenues consisamounts charged to customers for electricity gatien and for electric transmission
and distribution services, as well as amounts @thtg customers to recover the cost of electricym&ment, and public purpose, energy
efficiency, and demand response programs. ThetyJpifiovides electricity to residential, industriagricultural, and small and large
commercial customers through its own generatioitiias and through power purchase agreements thitd parties. In addition, a portion of
the Utility’s customers’ demand for electricity ¢dd”) is satisfied by electricity provided undendpterm contracts between the California
Department of Water Resources (“DWR”) and variooagr suppliers.

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

Three Months Ended Six Months Ended
June 30, June 30,
(in millions) 2010 2009 2010 2009
Electric revenue $2,82( $ 3,012 $5,68¢ $5,83:
DWR pas-through revenue® (305) (458 (660) (853)
Total electric operating revenues $2,51¢ $ 2,55¢ $5,02¢ $4,98(

@ These are revenues collected on behalf of the DuvRIéctricity allocated to the Utility’s customearsder contracts between the DWR
and power suppliers, and are not included in thity.'s Condensed Consolidated Statements of Inc

The Utility’s total electric operating revenues;lurding revenues intended to recover costs thapaseed through to customers,
decreased by $39 million, or 2%, in the three meetided June 30, 2010 as compared to the same peld609. Costs that are passed
through to customers and do not impact net incoewegdsed by about $55 million due to lower coseedtric procurement, lower costs
associated with public purpose programs and a dseri@ the amount of collateral posted with the.IE2e “Cost of Electricity” and
“Operating and Maintenancd&klow.) Electric operating revenues, excluding €pstssed through to customers, increased by $1i6mmiThis
was primarily due to an increase of $52 milliorairthorized base revenues, which was partially blfge decrease in revenues of $35
million, representing the amount the Utility recsilvin 2009 to recover costs it had previously imediin connection with its hydroelectric
generation facilities.

The Utility’s total electric operating revenues;linding revenues intended to recover costs thapaseed through to customers,
increased by $45 million, or 1%, in the six monghsled June 30, 2010, as compared to the same re2609. Costs that are passed through
to customers and do not impact net income decrdasatiout $26 million primarily due to a decreas¢hie amount of collateral posted with
the 1SO and a decrease in the cost of public perposgrams, offset by higher costs of electric prement. (See “Operating and
Maintenance” and “Cost of Electricity” below.) Etdc operating revenues, excluding costs passedigfirto customers, increased by $71
million. This was primarily due to a $106 milliondrease in authorized base revenues, which waslpadffset by a decrease in revenues of
$35 million, representing the amount the Utilitgeeved in 2009 to recover costs it had previoustuired in connection with its hydroelec
generation facilities.
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The Utility’s future electric operating revenuediwlepend on the amount of revenue requirementsoaized by the FERC and the
CPUC in various regulatory proceedings. Additiopatlhe Utility’s future electric operating revenugsl be impacted by the cost of
electricity. The Utility also expects to continuedollect revenue requirements to recover capiaérditures related to specific projects
approved by the CPUC. (See “Capital Expenditure$sdw.) Revenue requirements associated with nesxpanded public purpose, energy
efficiency, and demand response programs will egzact electric operating revenues. Finally, théJCFhas not yet determined how the
existing energy efficiency incentive mechanism Wwél modified, so the amount of incentive reventeddtility may earn for the
implementation of its programs in 2009 and futuearg is uncertain. (See “Regulatory Matters” bejow.

Cost of Electricity

The Utility’s cost of electricity includes costsporchase power from third parties, certain trassion costs, the cost of fuel used in its
generation facilities, and the cost of fuel supplie other facilities under tolling agreements. Thaity’s cost of electricity also includes
realized gains and losses on price risk manageautintties. (See Note 7 of the Notes to the Condérdonsolidated Financial Statements.)
The Utility’s cost of electricity is passed throughcustomers. The Utility’s cost of electricityatxdes non-fuel costs associated with the
Utility’s own generation facilities, which are inled in operating and maintenance expense in thd€hsed Consolidated Statements of
Income. The cost of electricity provided to thelititicustomers under power purchase agreementssleetthe DWR and various power
suppliers is also excluded from the Utility’s co$electricity.

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

Three Months Ended Six Months Ended
June 30, June 30,

(in millions) 2010 2009 2010 2009
Cost of purchased pow $ 811 $ 83E $ 1,65 $ 1,67
Fuel used in own generati 52 48 13C 93
Total cost of electricity $ 86 $ 832 $1,78 $ 1,76¢
Average cost of purchased power per k@ $ 0.08 $0.08 $0.08: $0.08t
Total purchased power (in millions of kW 9,70¢ 9,48¢ 19,82¢ 19,71¢

@ Kilowatt-hour

The Utility’s total cost of electricity decreaseg $20 million, or 2%, in the three months endedeJ80, 2010, as compared to the same
period in 2009, primarily due to a decrease inghee of purchased power.

The Utility’s total cost of electricity increaseg 17 million, or 1%, in the six months ended JB6e2010, as compared to the same
period in 2009. This was caused by an increadedost of fuel used in the Utility’s own generatfacilities as the
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Utility increased its nomuclear generation to replace power that had puslydeen provided under a DWR contract that expértethe end «
2009 (costs associated with power provided to ttiktyds customers under DWR contracts are notuged in the Utility’s cost of purchased
power). The Utility’s mix of resources is determintgy the availability of the Utility’s own electity generation and the cost-effectiveness of
each source of electricity.

Various factors will affect the Utility’s future sbof electricity, including the market prices &ectricity and natural gas, the level of
hydroelectric and nuclear power produced by thétidtthe cost of procuring more renewable enefanges in customer demand, and the
amount and timing of power purchases needed taceglower previously supplied under the DWR cotdras those contracts expire or are
terminated, novated, or renegotiated.

The Utility’s future cost of electricity may alse laffected by federal or state legislation or rtlheg may be adopted to regulate the
emissions of greenhouse gases (“GHG") from thatyslelectricity generating facilities or the geating facilities from which the Utility
procures electricity. In particular, costs are lljk® increase in the future when California’s eteide GHG emissions reduction law is
implemented. (See “Environmental Matters” below.)

Natural Gas Operating Revenu

The Utility sells natural gas, natural gas trantgan services, and natural gas storage servidesUltility’s transportation services are
provided by a transmission system and a distribugigstem. The transmission system transports gasghout its service territory for
delivery to the Utility’s distribution system, witicin turn, delivers natural gas to end-use custeniehe transmission system also delivers
natural gas to large end-use customers who areectathdirectly to the transmission system. In aaldithe Utility delivers natural gas to off-
system markets, primarily in southern California.

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

Three Months Ended Six Months Ended
June 30, June 30,
(in millions) 2010 2009 2010 2009
Bundled natural gas revent $ 61¢ $ 5B55 $1,49¢ $1,47¢
Transportation servi-only revenue: 98 85 18¢ 167
Total natural gas operating revenue $ 717 $ 64C $1,68. $1,64f

The Utility’s total natural gas operating revenuasjuding revenues intended to recover costsahapassed through to customers,
increased by $77 million, or 12%, in the three rhergnded June 30, 2010 as compared to the samd pe@009. This reflects a $59 million
increase in the total cost of natural gas duegbédri market prices which is passed through to ousite and does not impact net income. (See
“Cost of Natural Gas” below.) Natural gas operatiegenues, excluding items passed through to custrimcreased by $18 million
primarily due to a $13 million increase in authedzase revenues.

The Utility’s total natural gas operating revenuasjuding revenues intended to recover costsahapassed through to customers,
increased by $37 million, or 2%, in the six monghsled June 30, 2010 as compared to the same pe2609. This reflects an $11 million
increase in the cost of public purpose programshwvis passed through to customers and does nottmpaincome. (See “Operating and
Maintenance” below.) Natural gas operating reveneersluding items passed through to customerseasad by $26 million primarily due to
a $23 million increase in authorized base revenues.

The Utility’s future natural gas operating revenua depend on the amount of revenue requiremauntlorized by the CPUC in
various regulatory proceedings. (See “Regulatorytédsa’ below.) Additionally, the Utility’s futureatural gas operating revenues will be
impacted by the cost of natural gas. The Utiligoaéxpects future natural gas operating revenuiesitease to the extent that the CPUC
approves the Utility’s separately funded capitaljgcts. The CPUC has not yet determined how th&tiegienergy efficiency incentive
mechanism will be modified, so the amount of inaentevenues that the Utility may earn for the iempentation of its programs in 2009 and
future years is uncertain. (See “Regulatory Mattbedow.)
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Cost of Natural Gas

The Utility’s cost of natural gas includes the fhase costs of natural gas, transportation coststerstate pipelines, and gas storage
costs, but excludes the transportation costs oastate pipelines for core and non-core custormérich are included in operating and
maintenance expense in the Condensed Consolidtthtents of Income. The Utility’s cost of natugak also includes realized gains and
losses on price risk management activities. (Sae Nof the Notes to the Condensed Consolidatean€Eial Statements.)

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

Three Months Ended Six Months Ended
June 30, June 30,

(in millions) 2010 2009 2010 2009
Cost of natural gas so $ 204 $ 14¢ $ 654 $ 664
Transportation cost of natural gas s 43 39 88 81
Total cost of natural gas $ 247 $ 188 $ 74z $ 74E
Average cost per Mcf of natural gas s $ 358 $ 287 $ 465 $ 4.34
Total natural gas sold (in millions of Mc 57 52 152 152

The Utility’s total cost of natural gas increased by $59 millar 31%, in the three months ended June 30, 2&16ompared to the sa
period in 2009, primarily due to higher market pador natural gas, which are passed through tmeess and do not impact net income.

In the six months ended June 30, 2010, the Utilitgtal cost of natural gas decreased by $3 mjlboress than 1%, due to the $49
million the Utility received in the first quartef 2010 to be refunded to customers as part ofteesednt of litigation arising from the
manipulation of the natural gas market by thirdiparduring 1999-2002. This decrease was partidfet by higher market prices for natural
gas, which are passed through to customers.

The Utility’s future cost of natural gas will befedted by the market price of natural gas and cbksaiggcustomer demand. The Utility’s
future cost of gas may also be affected by fedaratate legislation or rules to regulate the GHiissions from the Utility’s natural gas
transportation and distribution facilities, andrfrmatural gas consumed by the Utility’s customers.

Operating and Maintenance

Operating and maintenance expenses consist mditite dJtility’s costs to operate and maintain isotricity and natural gas facilities,
customer billing and service expenses, the coptibfic purpose programs, and administrative an@iggmexpenses.

The Utility’s operating and maintenance expensesedsed by $79 million, or 8%, in the three morthded June 30, 2010. During the
three months ended June 30, 2010, the pass-thamsgh of collateral payments to the CAISO and pylirpose programs decreased by $20
million and $14 million, respectively. Excludingsts passed through to customers, operating andenaimce expenses decreased by $45
million, including an $18 million decrease in lakzord other costs attributable to accelerated Hagasaleak surveys and associated remedial
work that was performed in 2009 but not in 20187 anillion decrease in severance costs as compar2@D9 when severance costs were
incurred in connection with the consolidation ofta regional facilities, and a $4 million decreas uncollectible customer accounts as a
result of customer outreach and increased colieéftorts. These decreases were partially offsetrbincrease in employee benefits of $15
million, primarily due to a reduction in investmegains earned on employee benefit plan trust aasatempared to 2009. Additionally,
operating and maintenance expenses decrease@ssteof a $31 million decrease in other misceltarseoperating and maintenance
expenses, including costs associated with enviroteheemediation and pass-through costs assoaitbedhe new day-ahead market.

The Utility’s operating and maintenance expenses decreasdd8yrillion, or 7%, in the six months ended JungZ810, compared |
the same period in 2009. During the six months érdme 30, 2010, the pass-through costs of calgbayments to the CAISO and public
purpose programs decreased by $20 million and $liomirespectively. Excluding costs passed throt@bustomers, operating and
maintenance expenses decreased by $121 milliduding a $79 million decrease in labor costs amotosts as compared to 2009 when
costs were incurred in connection with the schatitééueling outage at Diablo Canyon and accelenaéddral gas leak surveys and assoc
remedial work, a $17 million decrease in severamsts as compared to 2009 when severance costsneareed in connection with the
consolidation of certain regional facilities, an@%6 million decrease in uncollectible customerarts as a result of customer outreach and
increased collection efforts. These decreases paetally offset by $21 million of higher costs agtd to the January 2010 winter storms.
Additionally, operating and maintenance expensesedesed as a result of a $30 million decreasehierahiscellaneous operating and
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maintenance expenses, including costs associathcem¥ironmental remediation and pass-through asssciated with the new day-ahead
market.

The Utility expects that it will incur higher expses in future periods to obtain permits or compityh\wermitting requirements and to
maintain its aging electric and natural gas inftatire. The Utility will seek to recover its costsserve customers in future proceedings and
will continue its efforts to identify and implemeinitiatives to achieve operational efficiencieslda create future sustainable cost savings.

Depreciation, Amortization, and Decommissionil

The Utility’s depreciation and amortization expensesists of depreciation and amortization on pdantt regulatory assets, and
decommissioning expenses associated with fossihanlkar decommissioning. The Utilisylepreciation, amortization, and decommissia
expenses increased by $39 million, or 9%, in theettmonths ended June 30, 2010, and $71 millio&8%@rin the six months ended June 30,
2010, as compared to the same periods in 2009 eTdtesges are primarily due to an increase inalaguiditions.

The Utility’s depreciation expense for future pelsds expected to increase as a result of an dwecatase in net capital additions.
Additionally, depreciation expense in subsequeaty&ill be impacted by the depreciation ratedgahe CPUC in the 2011 GRC and the
2011 gas transmission and storage rate case, athe FfERC in future TO rate cases.

Interest Income

In the three and six months ended June 30, 20&0/tifity’ s interest income decreased by $15 million, or 8884, $22 million, or 859
as compared to the same periods in 2009, primduiéyto lower interest rates earned on various atguyl balancing accounts and lower
balances for those accounts. In addition, intenestme decreased for both the three and six manrttied June 30, 2010, as compared to the
same period in 2009, when the Utility recovered 8fiion of interest costs related to the propodaastiture of its hydroelectric generation
facilities. Also, interest income earned on fundkitin escrow pending the disposition of Chaptedisputed claims decreased due to lower
interest rates and a lower escrow balance. (See Nbof the Notes to the Condensed ConsolidateghEial Statements for information ab
the Chapter 11 disputed claims.)

The Utility’s interest income in future periodsmarily will be affected by changes in the balant&uads held in escrow pending
resolution of the Chapter 11 disputed claims, ckarig regulatory balancing accounts, and changieddrest rates.

Interest Expenst

In the three and six months ended June 30, 20&0/titity’s interest expense decreased by $2 nmlkod $19 million, or 1% and 6%,
respectively, as compared to the same periods08.2his decrease was primarily attributable todoumterest rates on outstanding short-
term debt and decreases in the outstanding balarfitks liability for Chapter 11 disputed claimgdararious regulatory balancing accounts
and regulatory assets. This decrease was pamifiigt by interest that accrued on higher outstagtialances of long-term debt due to the
timing of senior note issuances. (See Note 4 of\ibes to the Condensed Consolidated Financiaé®tts for further discussion.)

The Utility’s interest expense in future perioddl Wwe impacted by changes in interest rates, changthe liability for Chapter 11
disputed claims, changes in regulatory balancimgaats and regulatory assets, and changes in therdarof debt outstanding as long-term
debt matures and additional long-term debt is idsue

Other Income (Expense), Net

The Utility’s other income (expense), net changge&b4 million, or 93%, in the three months endedel80, 2010 and $41 million, or
114% in the six months ended June 30, 2010, as @@dpo the same periods in 2009. The change vimaiply due to an increase in other
expenses as a result of costs the Utility incutoeslipport the Taxpayers’ Right to Vote Act, a @atiia ballot initiative that appeared on the
June 8, 2010 ballot. These costs are not recovenedes.
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Income Tax Provisior

The Utility’s income tax provision increased by $64 million48%6, for the three months ended June 30, 2010$428 million, or 499
for the six months ended June 30, 2010, as compartse same period in 2009. The effective taxsrébe the three months ended June 30,
2010 and 2009 were 37% and 25%, respectively. Aicrease in the effective tax rate for the threethmeanded June 30, 2010 was primarily
due to an income tax benefit received in 2009 featling a claim with the Internal Revenue Sen{itRS") related to 1998 and 1999 with
comparable benefit in 2010, and non-deductible egee incurred to support the ballot initiative dissed above. The effective tax rates for
the six months ended June 30, 2010 and 2009 wétesd@ 30%, respectively. The increase in the effetax rate for the six months ended
June 30, 2010 was primarily due to the items disedsbove for the second quarter of 2010 and tegal of a deferred tax asset that had
been recorded to reflect the future tax benefttibatable to the Medicare Part D subsidy after2@hich were eliminated as part of the
federal healthcare legislation passed during Maf10. (See Note 11 of the Notes to the Condenseddlidated Financial Statements for a
discussion of “Tax Matters.”)

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, alwiich are eliminated in
consolidation. PG&E Corporation’s operating expansansist mainly of employee compensation and patsrte third parties for goods and
services. Generally, PG&E Corporation’s operatirgenses are allocated to affiliates. These allonatare made without mark-up and are
eliminated in consolidation. PG&E Corporation’sardst expense relates to its Convertible Suborelihibtes and 5.8% Senior Notes, and is
not allocated to affiliates.

There were no material changes to PG&E Corporatiopérating income in the three and six monthsa&ddee 30, 2010, as compared
to the same periods in 2009.

LIQUIDITY AND FINANCIAL RESOURCES
Overview

The Utility’s ability to fund operations depends on the legélts operating cash flow and access to the capitakets. The levels of tl
Utility’s operating cash and short-term debt fliattias a result of seasonal demand for electacitynatural gas, volatility in energy
commodity costs, collateral requirements relategrice risk management activity, the timing and antaf tax payments or refunds, and the
timing and effect of regulatory decisions and ficiags, among other factors. The Utility generalljizes equity contributions from PG&E
Corporation and long-term senior unsecured debtisses to fund debt maturities and capital experettand to maintain its CPUC-
authorized capital structure. The Utility reliessirort-term debt, including commercial paper, todftemporary financing needs. The Utility
has short-term borrowing authority of $4.0 billiancluding $500 million that is restricted for usecertain contingencies.

PG&E Corporation’s ability to fund operations, maaheduled principal and interest payments, funlityjyéquity contributions as
needed for the Utility to maintain its CPUC-autlzed capital structure, fund capital investments, gay dividends primarily depends on the
level of cash distributions received from the Wittnd PG&E Corporation’s access to the capitalkeist

Credit Facilities and Short Term Borrowings

The following table summarizes PG&E Corporatiomsl &he Utility’s outstanding commercial paper aadalving credit facilities at
June 30, 2010:

(in millions)
Letters of Credit

Authorized Termination Cash Commercial

Borrower Date Facility Limit Outstanding Borrowings Paper Backug Availability
PG&E Corporatior February 201. $ 187 $ — $ 30 N/A $ 157
Utility February 201. 1,94(@ 25€ — $ 1,027 657
Utility February 201: 750@®) N/A — — 75C
Total credit facilities $ 287 $ 25€ $ 30 $ 1,02i $ 1,564

@ Includes an $87 million sublimit for letters of dieand a $100 million commitment for “swinglin&¥ans, defined as loans that are

available on a sar-day basis and are repayable in full within 30 d
Includes a $921 million sublimit for letters of ditand a $200 million commitment for swingline hsa
Includes a $75 million commitment for swingline ihsa
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On June 8, 2010, the Utility entered into a $750ioni unsecured revolving credit agreement witlyadicate of lenders. The Utility w
use $500 million of the credit capacity under therdd agreement to support its electric procurerhedging activities. This credit capacity
replaced the $500 million Floating Rate Senior Ndteat matured on June 10, 2010. The remainingtaapacity of $250 million will be
used for general working capital purposes. Theitegpteement contains covenants that are usuatastdmary for credit facilities of this
type, including covenants limiting liens, mergesghstantial asset sales, and other fundamentagjebaBoth the $750 million and the $1.9
billion revolving credit facilities require thateHJtility maintain a ratio of total consolidatedodéo total consolidated capitalization of at most
65% as of the end of each fiscal quarter. In aolditihe $1.9 billion revolving credit facility agmment requires that PG&E Corporation must
own, directly or indirectly, at least 80% of therwmon stock and at least 70% of the voting capttailsof the Utility.

At June 30, 2010, PG&E Corporation and the Utilitgre in compliance with all covenants under eacthefrevolving credit facilities
listed in the table above.

2010 Financings

On April 1, 2010, the Utility issued $250 milliomipcipal amount of 5.8% Senior Notes due March(B372 The proceeds from this
issuance were used to repay a portion of outstgrmimmercial paper.

On April 8, 2010, the California Infrastructure aBdonomic Development Bank issued $50 million aféaempt pollution control
bonds series 2010E due on November 1, 2026 fdvehefit of the Utility and loaned the proceedshte Wtility. The proceeds were used to
refund the corresponding related series of poltutiontrol bonds issued in 2005 which were repuretidy the Utility in 2008. The series
2010E bonds bear interest at 2.25% per year thréypgih 1, 2012 and are subject to mandatory termheApril 2, 2012 at a price of 100% of
the principal amount plus accrued interest. Theéeeathis series of bonds may be remarketed ireadfor variable rate mode. Interest is
payable semi-annually in arrears on April 1 andoDet 1.

PG&E Corporation issued 2,340,451 shares of comstmek upon the exercise of employee stock optionsuamder its 401(k) plan and
Dividend Reinvestment and Stock Purchase Plan ggngr$89 million of cash during the six months eshdune 30, 2010. PG&E
Corporation issued 16,370,779 shares of commotk sipan conversion of the $247 million principal ambof PG&E Corporation’s
Convertible Subordinated Notes at a conversiorefc$15.09 per share between June 23 and Jur®20, These notes were no longer
outstanding at June 30, 2010, and the conversidmbampact on cash.

PG&E Corporation also contributed $130 million akb to the Utility during the six months ended J8Dg2010 to ensure that the
Utility had adequate capital to fund its capitaberditures and to maintain the 52% common equitjetaauthorized by the CPUC.

Future Financing Needs

The amount and timing of the Utility’s future fineing needs will depend on various factors, inclgdime timing and amount of
forecasted capital expenditures, the amount of rdsinally generated through normal business dipgrs, the conditions in the capital
markets, and other factors. The Utility’s futuneaincing needs will also depend on the timing ofrs®lution of the Chapter 11 disputed
claims and the amount of interest on these claasthe Utility will be required to pay. (See Nd# of the Notes to the Condensed
Consolidated Financial Statements.)

PG&E Corporation may issue debt or equity in therfe to fund equity contributions to the Utilitycito fund investments to the extent
that internally generated funds are not suffici&st.of June 30, 2010, PG&E Corporation made cettirequity investments (see “PG&E
Corporation”below) and may fund similar investments in the fefuesulting in additional financing needs. Assugrthat PG&E Corporatio
and the Utility can access the capital marketseaisonable terms, PG&E Corporation and the Utilglelve that the Utility’s cash flow from
operations, existing sources of liquidity, and fettinancings will provide adequate resources tafaperating activities, meet anticipated
obligations, and finance future capital expendiguaad investments.

Dividends

During the six months ended June 30, 2010, PG&B@ation paid common stock dividends totaling $8#0ion, net of $6 million
that was reinvested in additional shares of comstock by participants in the Dividend Reinvestmeamd Stock Purchase Plan. On June 16,
2010, the Board of Directors of PG&E Corporatiorldesd dividends of $0.455 per share, totaling $hiBon, which were paid on July 15,
2010 to shareholders on record as of June 30, 2010.

During the six months ended June 30, 2010, thétyJphid common stock dividends totaling $358 noitlito PG&E Corporation.
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During the six months ended June 30, 2010, thétyJpikid dividends totaling $7 million to holder§its outstanding series of preferred
stock. On June 16, 2010, the Board of DirectorthefUtility declared dividends totaling $4 milliam its outstanding series of preferred st
payable on August 15, 2010, to shareholders orrdea® of July 30, 2010.

Utility
Operating Activities

The Utility’s cash flows from operating activitipsimarily consist of receipts from customers leagments of operating expenses, other
than expenses such as depreciation that do natedfe use of cash.

The Utility’s cash flows from operating activitiéar the six months ended June 30, 2010 and 2008 asfollows:

Six Months Ended

June 30,
(in millions) 2010 2009
Net income $ 602 $ 63C
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation, amortization, and decommissior 1,01¢€ 932
Allowance for equity funds used during construct (57 47
Deferred income taxes and tax credits, D 36¢
Other changes in noncurrent assets and liabi (63) (39
Effect of changes in operating assets and liaddli
Accounts receivabl (82) 19¢
Inventories (20 112
Accounts payabl 4 (140
Income taxes receivable/payal 47F 64
Regulatory balancing accounts, (20€) (228
Other current asse 28 10
Other current liabilitie (31€) (220
Other — 3
Net cash provided by operating activities $1,38:2 $1,65(

In the six months ended June 30, 2010, net cashda by operating activities decreased by $268anicompared to the same period
in 2009 primarily due to an increase of $206 millia net collateral paid by the Utility relatedpgace risk management activities in 2010.
Collateral payables and receivables are includexdtiar changes in noncurrent assets and liabilibger current assets, and other current
liabilities in the table above. (See Note 7 of Hates to the Condensed Consolidated Financial i8tatts.) The decrease also reflects $36
million of additional net tax refunds received B0® compared to 2010. The remaining decreasesimftavs from operating activities
consisted of miscellaneous other changes in opgrassets and liabilities due to timing differences

Various factors can affect the Utility’s future epeing cash flows, including the timing of cashlatdral payments and receipts related
to price risk management activity. The Utility’sstacollateral activity will fluctuate based on chans in the Utility’s net credit exposure to
counterparties which primarily depends on eledfriand gas price movement.

The Utility’s operating cash flows also will be iaqted by electricity procurement costs and thentinaf rate adjustments authorized to
recover these costs. The CPUC has establishedadiay account mechanism to adjust the Utilitysceic rates whenever the forecasted
aggregate over-collections or under-collectionthefUtility’s electric procurement costs for theremt year exceed 5% of the Utility’s prior-
year generation revenues, excluding generatiomumsfor DWR contracts. The Utility updated itsefomsted 2010 electricity procurem
costs in November 2009 for inclusion in the anralettric true-up proceeding, which adjusted ele@rid gas rates on January 1, 2010 to
(1) reflect over- and under-collections in the ititils major electric and gas balancing accounts, anidhf@ement various other electricity &
gas revenue requirement changes authorized byRhECGnd the FERC.

Additionally, effective on June 1, 2010, the Usilhiegan a program to provide expedited rate radietistomers. The program, which
will continue through the end of 2010, includegduction in system bundled average electric radapled with a rebalancing of the
residential rate tiers to reduce rates in the Hagtiers. The rate reduction is expected to re@0d® retail electric revenues by $268
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million. To provide this reduction, the Utility hascelerated the refund of various over-collectithas otherwise would not be reflected in
adjusted rates until January 2011 and the Utility suspended collection of the authorized reveeginement for the currently under-spent
funds in the California Solar Initiative ProgranheTrate relief program will have no impact on mebime for the Utility.

Investing Activities

The Utility’s investing activities consist of consttion of new and replacement facilities necessageliver safe and reliable electricity
and natural gas services to its customers. Cashingevesting activities depends primarily upos imount and timing of the Utilitg’capita
expenditures, which can be affected by many factoctuding the timing of regulatory approvals ahd occurrence of storms and other
events causing outages or damage to the Utilibfiaistructure. Cash used in investing activitis® @hcludes the proceeds from sales of
nuclear decommissioning trust investments whicHangely offset by the amount of cash used to pasemew nuclear decommissioning t
investments.

The Utility’s cash flows from investing activitiésr the six months ended June 30, 2010 and 2008 agfollows:

Six Months Ended

June 30,

(in millions) 2010 2009

Capital expenditure $(1,78¢€) $(2,077)
Decrease in restricted ca 50 15
Proceeds from sales and maturities of nuclear dagssioning trust investmen 68& 954
Purchases of nuclear decommissioning trust invess (69€) (985)
Other 11 5
Net cash used in investing activities $(1,736) $(2,08¢)

Net cash used in investing activities decrease®3¥»2 million in the six months ended June 30, 2@b@pared to the same period in
2009. This decrease was primarily due to a decrea®291 million in capital expenditures as a restithe timing of capital projects.

Future cash flows used in investing activitieslargely dependent on expected capital expenditgBese “Capital Expenditures” below
and in the 2009 Annual Report for further discussibexpected spending and significant capitalquns.)

Financing Activities
The Utility’s cash flows from financing activitider the six months ended June 30, 2010 and 2008 asfollows:

Six Months Ended

June 30,

(in millions) 2010 2009

Borrowings under revolving credit facilitie $ — $ 30C
Repayments under revolving credit facilit — (300
Net issuance (repayments) of commercial papemfrgiscount of $1 in 2010 and $3 in 20 693 47
Proceeds from issuance of sl-term debt, net of issuance costs of $1 in Z — 49¢
Proceeds from issuance of l-term debt, net of discount and issuance costs @f 810 and $12 in 20C 29t 53¢
Shor-term debt mature (500 —

Long-term debt mature — (600)
Energy recovery bonds matur (182 (179
Preferred stock dividends pe @) @)
Common stock dividends pa (358 (312
Equity contributior 13C 653
Other 9 (6)
Net cash provided by financing activities $ 80 $ 544

In the six months ended June 30, 2010, net cashda by financing activities decreased by $464iamicompared to the same period
in 2009. Cash provided by or used in financingwti®is is driven by the Utility’s financing needshich depend on the level of cash provided
by or used in operating activities and the levetasgh provided by or used in investing activitilse Utility generally utilizes longerm senio
unsecured debt issuances and equity contributions PG&E Corporation to fund debt maturities angited expenditures and to maintain its
CPUC-authorized capital structure, and relies antsterm debt to fund temporary financing needs.
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PG&E Corporation

As of June 30, 2010, PG&E Corporation’s affiliakesl entered into tax equity agreements with tweapely held companies, SolarCity
Corp. (“SolarCity”) and SunRun, Inc. (“SunRun”),ftind residential and commercial retail solar egéngtallations. Under master lease
agreements with SolarCity, PG&E Corporation wilbpide payments of up to $80 million, and in retueteive a share of SolarCity custol
lease revenues, along with the benefits of lodadtes and federal investment tax credits. Undemgaeement with SunRun, PG&E
Corporation will invest up to $100 million and wikceive a share of customer payments, as wedldesdl investment tax credits and other
tax benefits. As of June 30, 2010, PG&E Corporatiad made total payments of $33 million under thagesquity agreements. On July 1,
2010, PG&E Corporation borrowed $60 million undsrdil87 million credit facility to further fund tee two projects. PG&E Corporation’s
financial exposure for these arrangements is lainiteits lease payments to SolarCity and investroentributions to SunRun

In addition to the investments above, PG&E Corporathiad the following material cash flows on a stafone basis for the six months
ended June 30, 2010 and 2009; dividend paymeméseBt, common stock issuance, the issuance o¥6S&nior Notes in the principal
amount of $350 million in March 2009, net tax redarof $131 million in 2009, and transactions betwB&&E Corporation and the Utility.

CONTRACTUAL COMMITMENTS

PG&E Corporation and the Utility enter into contread commitments in connection with business aiitisi These future obligations
primarily relate to financing arrangements (suctoag-term debt, preferred stock, and certain foof®gulatory financing), purchases of
electricity and natural gas for customers, purchasdransportation capacity, purchases of renesvabérgy, and the purchase of fuel and
transportation to support the Utility’s generatamtivities. In addition to those commitments diseld in the 2009 Annual Report and those
arising from normal business activities, the Utilgsued $250 million of senior notes on April 01D, entered into a loan agreement to repay
the California Infrastructure and Economic DevelemiBank which issued $50 million of taxempt pollution control bonds on behalf of
Utility on April 8, 2010, and entered into a $75@limn unsecured revolving credit agreement witbyadicate of lenders on June 8, 2010.
(Refer to the 2009 Annual Report, the Liquidity dfidancial Resources section above and Notes 4 hd the Notes to the Condensed
Consolidated Financial Statements.)

CAPITAL EXPENDITURES
Utility

Most of the Utility’s revenue requirements to reepforecasted capital expenditures are authorizé¢ide GRC, TO rate cases, and gas
transmission and storage rate cases. (See “ReguMtdters” below.) The Utility also collects addital revenue requirements to recover
capital expenditures related to projects that heeen specifically authorized by the CPUC, sucheas power plants, gas or electric
distribution projects, and the SmartMet#r  advarmoetering infrastructure. The Utility’s proposals fignificant capital projects that have

been submitted for CPUC approval are discussdukiz®09 Annual Report. Recent developments in az#tbor proposed capital projects
since the 2009 Annual Report was filed are disaibsdow.

Electric Distribution Reliability Program

On June 24, 2010, the CPUC authorized the Utititsetover capital expenditures of $357 million ln@gig in 2010 and continuing
through 2013 to implement electric distributionabllity improvement projects designed to decrahsefrequency and duration of electricity
outages. The Utility had requested that the CPUEey@ a more comprehensive six-year reliability ioygment program at an estimated
capital cost of approximately $2.0 billion. The GPdetermined that the Utility had not demonstratedneed for the entirety of the reque:
capital expenditure amount and authorized a sdadett-three-year program to implement portions eflility’s proposed program. The
CPUC also noted that any future investment in lodltst projects can be considered in the Utilit814 General Rate Case and subsequent
general rate cases. The CPUC adopted the Utifitygposal to set rates based on the adopted cesafts with a balancing account to
accumulate any difference in revenue requiremestdban recorded costs compared to the adopteda&iréithe Utility is required to file
annual reports (by March 1) to describe work penfed during the previous calendar year and to irchufbrecast of work to be performed in
the current year.
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New Generation Facilities
Proposed Oakley Generation Facility

In September 2009, the Utility requested that tR&JC approve several agreements for new long-termrgéon resources to meet
forecasted customer demand, including three powsthase agreements and an agreement for a thigdtpatevelop and construct a new
megawatt (“MW") natural gas-fired facility in OakleCalifornia that would be transferred to the ititiupon completion. On July 29, 2010,
the CPUC approved the power purchase agreementiseb@PUC denied the Utility’s request for approafathe proposed Oakley generation
facility finding that the new facility is not neediéo meet forecasted customer demand. The CPU€Caitedi that the Utility may submit
another application for approval of this projectiancertain circumstances.

Humboldt Bay Generating Station

As of June 30, 2010, the Utility has incurred $1@Hion to construct a 163 MW power plant to re-pvthe Utility’s existing power
plant at Humboldt Bay which is at the end of itefuslife. The CPUC has authorized the Utility eover associated capital costs of $239
million for the construction. Humboldt Bay begarecgtional testing in June 2010 and is expectedtoncence commercial operations in the
third quarter of 2010.

Colusa Generating Station

As of June 30, 2010, the Utility has incurred pebjeosts of $599 million to construct a 657 MW candal cycle generating facility
located in Colusa County, California. The CPUC &athorized the Utility to recover capital costsp6f73 million for the construction of the
facility. Subject to meeting operational performamequirements and other conditions, it is antieigdhat the Colusa Generating Station will
commence operations by the end of 2010.

New Renewable Energy Developme

On April 22, 2010, the CPUC approved the Utilitpi®posed five-year program for the developmentokwable generation resources
based on solar photovoltaic (“PV”) technology. TieUC authorized the Utility to develop up to 250 MWV facilities and to enter into
power purchase agreements for an additional 250dfIRV facilities to be developed by third partigébe Utility has been authorized to bu
50 MW of utility-owned PV facilities each year diet program. If the Utility builds less than 50 MWa program year, it may roll forward no
more than 10 MW of un-deployed capacity to be dewedl in a subsequent program year. The CPUC hheragd the Utility to recover its
actual capital costs to develop utility-owned PYiliies, subject to an aggregate price cap ofaup1.45 billion based on the maximum 250
MW authorized to be developed by the Utility. Ifabcapital costs exceed the cost cap, the Utiliyld only recover such costs after obtail
CPUC approval. The CPUC also established an incentiechanism that allows the Utility shareholdereetain 10% of the savings if the
actual average per-kilowatt capital cost of thditytowned PV facilities is less than $3,920 pdoWiatt. The remaining 90% of any such
savings would be passed through to customers. &Btiity’s new PV facilities begin commercial opgion, the project costs would be
included in the Utility’s rate base and the Utilitypuld be entitled to earn a rate of return onatiditional rate base.

The Utility has submitted advice letters to the @Ptéquesting approval of the processes to be uséuetUtility to solicit offers from
third-parties to develop the Utility-owned portiohthe PV program and to solicit offers to entéoipower purchase agreements. These
requests have not yet been approved. The firstofele PV program will not begin until the apprbwéthe solicitation process for the
Utility-owned portion of the program becomes fiaald non-appealable. It is uncertain when the sation process will be approved and
when the approval will become final and non-appdala

PG&E Corporation

PG&E Corporation, through its subsidiary, PG&E &tgic Capital, Inc., along with Fort Chicago EneRprtners, L.P. and Williams
Gas Pipeline Company, LLC, have been jointly purguhe development of the proposed Pacific Conmégés Pipeline, an interstate gas
transmission pipeline that would connect with theppsed liquefied natural gas (“LNG”) terminal io@ Bay, Oregon being developed by
Fort Chicago Energy Partners, L.P. as lead inve$tug construction of the pipeline is dependentugh@ construction of the LNG terminal.
In December 2009, the FERC issued an order to gméhoonstruction and operation of the LNG termimadl the pipeline. There are
additional federal, state, and local permits artti@irations that must be obtained before constrnaan proceed. In addition, commitments
must be obtained from LNG suppliers and shippedeutongterm contracts of sufficient volumes to justify niray forward with constructic
of the LNG terminal and the pipeline. The desiré.HfG suppliers to make such commitments is depenaiethe world market for LNG, the
price in various markets compared to the U.S. pace the overall level of supply and demand fod.Nh the U.S., the gas supply landscape
has changed considerably since the LNG terminapgmeline were first contemplated. Enhanced dglliachniques have increased access to
shale gas and created significant gas reserveswiny decrease the need for LNG sourced naturalPgasuch, PG&E Corporation cannot
predict whether construction of the proposed LN@nteal and associated pipeline will occur nor wieetRG&E Corporation will continue to
invest in the proposed pipeline project.
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OFF-BALANCE SHEET ARRANGEMENTS

PG&E Corporation and the Utility do not have anfrlmdlance sheet arrangements that have had, ceasenably likely to have, a
current or future material effect on their finai@andition, changes in financial condition, reveawr expenses, results of operations,
liquidity, capital expenditures, or capital resasc

CONTINGENCIES

PG&E Corporation and the Utility have significamtntingencies; including Chapter 11 disputed claitas matters, legal matters, and
environmental matters, which are discussed in Nbfeand 11 of the Notes to the Condensed Consetidanancial Statements.

REGULATORY MATTERS

This section of MD&A discusses significant regulgtdevelopments that have occurred since the 200014 Report was filed with tt
SEC.

2011 General Rate Case Application

On July 30, 2010, following the conclusion of theWC hearings in the Utility’s 2011 GRC, the Utilajpd the CPUC's Division of
Ratepayer Advocates (“DRA”") filed a joint comparisexhibit with the CPUC showing differences betwapdated revenue requirement
amounts requested by the Utility and amounts recenttad by the DRA. The Utility’s updated revenueuregment is approximately $6.6
billion, as compared to approximately $6.7 billidme amount originally requested in its December22D9 GRC application. The DRA
currently recommends that the Utility’s 2011 revemequirement be set at a level that is $883 millwver than the amount currently
requested by the Utility. The DRA’s current reconmui@tion is lower than the amount recommended iMag 5, 2010 report. The Utility
requests a $1.1 billion revenue increase compoéé@ttreases in electric distribution, utility-owshgeneration, and gas distribution revenue
requirements of $527 million, $329 million, and $2@illion, respectively. The DRA'’s revised recomrdation would result in a total
revenue requirement increase of $181 million cosgatiof electric distribution and utiliywned generation increases of $144 million and
million, respectively, and a gas distribution revemequirement reduction of $12 million.

The $883 million difference between the Utilityeguest and the DRA’s recommendation reflects réalusin all cost categories
including operating and maintenance costs, admatigé and general expense, and capital investmAmseng other assumptions as to future
costs which differ from the Utility’s request, tBRRA has assumed that the Utility would connect featestomers, undertake less preventative
maintenance, and replace aging equipment moresldlie DRA has also recommended reductions in eyepldenefit costs and other
overhead costs. The DRA recommends funding théty&ilelectric and gas distribution, and existirigatric generation capital expenditures
at approximately $2.1 billion in 2011, as compaethe Utility’s projection of average annual cap#xpenditures of $2.6 billion from 2011
to 2013. (Capital expenditures related to the GR@at include projected capital spending relateeléatric and gas transmission and other
separately funded capital projects such as propesedyeneration resources.)

The DRA has recommended revised attrition increaf&415 million for 2012 and $106 million for 201%ased on forecasted increa
in the consumer price index, as compared to thigyiupdated forecast of attrition increases 863 million in 2012 and $334 million in
2013.

According to the CPUG procedural schedule, a proposed decision isdafed to be released by November 16, 2010 ancibGiRUC
decision to be issued by December 16, 2010.

PG&E Corporation and the Utility are unable to pcethe amount of the revenue requirements thaCR&C will authorize or whether
the current schedule will be maintained.

Electric Transmission Owner Rate Cases

On July 27, 2010, the FERC approved an uncontssttiément of the Utility’'s 12 TO rate case. Thitlement sets the Utility’s
annual retail transmission base revenue requireated875 million effective March 1, 2010. Retagetic rates were adjusted on June 1, :
to reflect the revenue requirement adopted in ¢tidesnent and the Utility has reserved the diffeeshetween revenues collected in the rates
requested by the Utility in its TO rate application

55



Table of Contents

from March 1, 2010 until May 31, 2010, and the sadgreed to in the settlement. As a result, théessnt will not impact the Utilitys results
of operations or financial condition. The Utilityillwefund any over-collected amounts to customeiith interest, through an adjustment to
rates in 2011.

On July 28, 2010, the Utility filed an applicatifor its 13t TO rate case at the FERC requestinghanal retail revenue requirement of
approximately $1.0 billion, a $151 million increaseer the rates included in the settlement disaiabeve. This increase is largely driven by
the Utility’s expectation to make investments of $765 millm2010 and $810 million in 2011 in various capiadjects, including projects
add transmission capacity, expand automation tdeppimprove overall system reliability, and maiint and replace equipment at
substations. The Utility requested that new rataomne effective on October 1, 2010. In accordaritepast practice, the Utility expects that
the FERC will suspend the requested increase fadditional five months which would result in a Miarl, 2011 effective date.

On June 17, 2010, the FERC issued a notice of paxprulemaking and established a proceeding to ieeammong other issues,
whether to change the FERC's existing policy thrat/gles incumbent traditional public utilities adint of first refusal’to own, construct, ar
operate transmission facilities within their redparservice territories. The rules that the FERIG@Ss in this proceeding may introduce
additional competition from merchant or independesrtsmission project developers for the constomotif certain transmission facilities that
does not exist today. The rules that the FERC rdaptare not expected to impact the Utility’s transsion investment in 2010 or 2011.

2011 Gas Transmission and Storage Rate Case

In the Utility’s 2011 gas transmission and storeafe case, the CPUC will determine the rates amastand conditions of the Utility’s
gas transmission and storage services beginningadad, 2011 and continuing through 2014. On JAly2D10, a settlement conference was
held to discuss a proposed settlement, the termsigh are confidential until the agreement is siitad to the CPUC for approval.

If the CPUC does not issue a final decision byethe of 2010, the rates and terms and conditiosemice in effect as of December 31,
2010 will remain in effect, with an automatic 2%astion in rates, for local transmission onlystitg January 1, 2011. The CPUC has
amended its procedural schedule to permit a fieaisibn to be issued by the second quarter of ¥ittilthe authorized revenue requirements
retroactive to January 1, 2011. The Utility wouldlduthorized to request permission from the CPU&ljost rates for the remainder of the
year to recover its authorized annual revenue20ad .

Energy Efficiency Programs and Incentive Ratemaking

The CPUC has established a ratemaking mechanigmotide incentives to the California investor-ownaiities to meet the CPUC's
energy savings goals through implementation oftiigies’ 2006-2008 energy efficiency programs.decordance with this mechanism, the
CPUC has awarded the Utility interim incentive newes totaling $75 million through December 31, 2b8%ed on the energy savings
achieved through implementation of the Utility’seegy efficiency programs during the 2006 through&p@rogram cycle. The amount of
additional incentive revenues the Utility may eafany, is subject to the CPUC’s completion of fimal true-up process. In April 2010, the
assigned CPUC commissioner directed the partibsitbsettlement discussions in an effort to agreéhe 2010 final true-up amounts. The
CPUC commissioner also directed the Energy Divistooalculate various true-up amounts based ongeraf possible scenarios that use
different assumptions about energy savings, gaals$costs, noting that the CPUC can consider alteeapproaches to calculate the final
true-up amounts instead of relying solely on thergg Division’s evaluation of the final energy says over the 2006-2008 program cycle.

On May 4, 2010, the Energy Division released vaistenarios of additional incentive amounts usatg rom the Energy Division’s
draft evaluation report released on April 15, 200i@e calculation scenarios for the Utility rangenfra penalty of $75 million, based on a
scenario using the Energy Division’s evaluated ltesto a reward of $105 million. The Energy Diwisis draft report did not include the
scenario jointly proposed by the utilities. On J8)\2010, the Energy Division released its finalaation report and updated the results of its
scenario calculations. The range of possible fine-up amounts contained in the final scenarionegre substantially the same as the
amounts contained in the scenario report releas&thy 2010. On July 16, 2010, the utilities subedttiata to the CPUC to support the
utilities’ joint scenario using the verified resuilh the Energy Division’s final evaluation repddtsed on this scenario, the Utility would be
entitled to additional incentive revenues of apprately $63 million.

The CPUC is scheduled to issue a final decisiaotoplete the true-up process by the end of 201@&BPGorporation and the Utility
are unable to predict the amount, if any, of addai incentive revenues or penalties the Utilityyrba assessed for the 2006-2008 program
cycle.

The CPUCS rulemaking proceeding to consider modificatianthe existing incentive ratemaking mechanismwaild apply to future
energy efficiency program cycles is still pendiigs uncertain when the CPUC will issue a decisiothis proceeding.
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Direct Access

As authorized by California Senate Bill 695, on bfad1, 2010, the CPUC adopted a plan to re-operctlaccess” on a limited and
gradual basis to allow eligible customers of thre¢hCalifornia investor-owned utilities to purchasectricity from independent electric
service providers rather than from a utility. Effee April 11, 2010, all qualifying non-residentiaistomers became eligible to take direct
access service subject to annual and absolute Itépestimated that the total amount of direatess that will be allowed in the Utility’s
service territory by the end of the four-year phimsperiod will be equal to approximately 11% oétbltility’s total annual retail sales at the
end of the period, roughly the highest level thasweached before the CPUC suspended direct aéeetzer legislative action is required to
exceed these limits. The adopted phase-in schésldksigned to provide enough lead time for thiéias to account for small shifts in load
and avoid unwarranted cost shifting and strandstsco

2009 Energy Resource Recovery Account Compliance ¢treeding

The Utility recovers its electricity procurementst®and the fuel costs for the Utility’s own genierafacilities (but excluding the costs
of electricity allocated to the Utility’s customerader DWR contracts) through the Energy ResouseiRery Account (“ERRA”), a
balancing account that tracks the difference betw@gbilled/unbilled ERRA revenues and (2) elecgiocurement costs incurred under the
Utility’s authorized procurement plans. To detereniates used to collect ERRA revenues, each yeaCBUC reviews the Utility’s
forecasted costs under power purchase agreemeahfselrcosts and approves a forecasted revenu@&eement. The CPUC also performs an
annual compliance review of the procurement a@ivitecorded in the ERRA to ensure that the Utdiprocurement activities are in
compliance with its approved procurement plans.

On July 9, 2010, the DRA filed testimony in the 2BERRA compliance proceeding that recommendedtiiea€PUC disallow $176
million of costs that the DRA estimates the Utilitgurred in 2009 to buy power during 110 outagethe Utility’s own generation facilities.
The DRA argued that since the Utility did not prgsevidence of the reasonableness of its outagagesament activities and the related
replacement costs in its initial application anstitaony, these costs should be disallowed. On J&/y2010, the Utility requested that the
CPUC strike the DRA's testimony, noting that thdlitythad not been required to provide such evideimcprevious ERRA compliance
applications, and that the Utility has providedtsutformation through the discovery process.

If the Utility is unable to conclude that the cote DRA recommends be disallowed are probableadvery through the ERRA
ratemaking mechanism or other cost recovery meshaithe Utility would incur a charge to income thoe amount of such costs. The Uti
continues to believe that these costs are prolmlskcovery and that it is remote the costs wowdlisallowed.

CPUC Rulemaking Proceeding Regarding Electric Vehies

On July 29, 2010, the CPUC approved a decisiorirfqithat the California Legislature did not intethet the CPUC regulate providers
of electric vehicle charging services as publititigs. However, the decision also finds that tHUT has authority to regulate aspects of
electric vehicle charging services, including rulelsiting to the deployment of electric vehiclds terms under which a utility will provide
services to the electric vehicle charging providetail electricity rates paid by the electric wa&icharging provider to a regulated utility;
standards and protocols to ensure functionalityiatedtoperability between utilities and electrichige charging providers; and various
electricity procurement requirements that applgleztricity service providers generally, such aouece adequacy and renewable energy
procurement standards. A second phase of the CrRaiegding will examine the role of the regulatetitytin electric vehicle charging
programs, ways to manage the impact of such progmmnihe electric infrastructure, the cost to cm&tis of such programs, and other issues.

ENVIRONMENTAL MATTERS

The Utility’s operations are subject to extensigddral, state, and local laws and permits reldatrt§e protection of the environment
and the safety and health of the Utility’s persdramel the public. (See “Risk Factors” in the 20084al Report.) These laws and
requirements relate to a broad range of the Usliagtivities, including the discharge of pollutaimto the air, water, and soil; the
transportation, handling, storage, and disposapeht nuclear fuel; remediation of hazardous waatesthe reporting and reduction of car
dioxide and other GHG emissions. Recent developsr&nte the 2009 Annual Report was filed are dsedidbelow.
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Climate Change

The California Global Warming Solutions Act of 2008B 32”) requires the gradual reduction of GHGissions in California to 1990
levels by 2020 on a schedule beginning in 2012 (&avironmental Matters” in the 2009 Annual Repoin December 2008, the California
Air Resources Board (“CARB"), the state agency ghdrwith setting and monitoring emission limitspptd a scoping plan that contains
recommendations for achieving the maximum techriobdly feasible and cost-effective GHG reductionsrteet the 2020 reduction target.
These recommendations include increasing renevest@egy supplies, increasing energy efficiency gaadpanding the use of combined heat
and power facilities, and developing a multi-seciap-and-trade program. On November 2, 2010, Caldas will vote on Proposition 23, a
ballot initiative that seeks to suspend AB 32. PG&dtporation and the Utility oppose this ballotiaive and intend to continue working
closely with the state Legislature, the CARB, tHeUT, the CEC, and other concerned stakeholdensstare responsible implementation of
AB 32.

In July 2010, PG&E Corporation and the Utility pegstheir annual Corporate Responsibility and Snatality Report at
http://www.pgecorp.com This report includes the Utility’s third-party iieed GHG emissions data for 2008. (Preliminaryigsions data for
2008 was contained in the 2009 Annual Report.) Tbrorate Responsibility and Sustainability Rejadsb discusses measures that PG&E
Corporation and the Utility are taking to addre$$Gsemissions and to work collaboratively to devedopl implement responsible policies
and practices related to climate change.

Renewable Energy Resources

In an effort to reduce GHG emissions, California kequires California retail sellers of electrigiguch as the Utility, to comply with a
renewable portfolio standard (“RPS”) by increadingir deliveries of renewable energy (such as bgsnaydroelectric facilities with a
capacity of 30 MW or less, wind, solar, and geatrarenergy) each year, so that the amount of &#gtdelivered from these eligible
renewable resources equals at least 20% of thairrietail sales by the end of 2010. If a retalllesés unable to meet its target for a particular
year, the current CPU“flexible compliance” rules allow the retail sellgr use future energy deliveries from already-ek@t@gontracts to
satisfy any shortfalls, provided those deliveriesur within three years of the shortfall. For tlemyending December 31, 2009, the Utility’s
RPS-eligible renewable resource deliveries equibded% of its total retail electricity sales. Mosttloe renewable energy that was delivered
was purchased by the Utility from third parties,imhaunder agreements with qualifying facility geawrs, irrigation districts and other
bilateral contracts. As of June 30, 2010, the tytliielieves it will meet the RPS mandate for 2d1@agh reliance on the CPUC's flexible
compliance rules. The California Legislature alsoonsidering legislation, Senate Bill 722, thatgmses to establish a 33% RPS by 2020.
The current session of the California Legislatsredheduled to end on August 31, 2010.

Uncertainty still exists regarding whether tradaigleewable energy credits (“RECs”), the greentaitds of renewable power, can be
used to comply with the current RPS requirementsadable REC refers to a certificate of proofte procurement of the green attributes
unbundled from the associated energy, which ceatiéi may be transferred to any third party andlide3dne CPUC issued a decision in Mg
2010 which, among other provisions, permits investaned utilities to use tradable RECs to complthwip to 25% of their annual RPS
procurement target in any year and carry over aogss RECs for compliance in future years. For ggep of computing the annual 25%
limit, the CPUC has defined a REC to include ndy@ntransaction for the procurement of unbundI&LCR without energy but also a
transaction for the procurement of both RECs aratggnif the generator’s first point of interconnieatis not with a California balancing
authority or the energy is not dynamically transfdrto a California balancing authority area. Assult, most of the Utility’s existing power
purchase contracts with out-of-state renewable rg¢ioe facilities would be classified as REC-ontntracts under the March 2010 decision.
After several parties, including the Utility, reqied the CPUC to modify its decision the CPUC dape effectiveness of its decision and
imposed a temporary moratorium on CPUC approvahgfpower purchase contracts that would be classi#s REC-only transactions under
its decision. The Utility is unable to predict whitvye CPUC will act on the petitions and lift the namrium. In addition, it is uncertain how
Senate Bill 722, if it is enacted, would affect thise of RECs in complying with a new higher RPSuiemnent.

In addition, on June 3, 2010, the CARB, the stgenay charged with setting and monitoring emissioits, issued revised draft
regulations that propose to establish a renewdbttrieity standard (“RES”) that would create highenewable energy requirements than
established under the current RPS law. The propB&Siwould require all load-serving entities, inthg the Utility, to meet renewable
energy targets of 20% in 2012 through 2014, 24%0it5 through 2017, 28% in 2018 through 2019, artd 882020 and beyond. Regulated
parties would be allowed to use an unlimited nundfembundled RECs to comply with the new RES,unlike the definition of RECs
adopted by the CPUC, the associated energy wouldawe to be purchased or delivered into Califorbiiader the proposed RES, penalties
could be imposed for failure to meet one of the RE®pliance interval targets. The CARB has postgdadtsevote on the new RES regulati
until September 23, 2010 to accommodate the ondeiglative discussions about Senate Bill 722.
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Water Quality

There is continuing uncertainty about the statustate and federal regulations issued under Se8fi6(b) of the Clean Water Act,
which require that cooling water intake structuaeslectric power plants, such as the nuclear g¢ioerfacilities at Diablo Canyon, reflect 1
best technology available to minimize adverse emvitental impacts. Although the EPA has not yetadsevised regulations, on May 4,
2010, the California Water Resources Control Bgahater Board”) adopted a policy on once-througblaoa. The policy, which is subject
to approval by the California Office of Administiat Law, generally requires the installation of lieg towers or other significant measures
to reduce the impact on marine life from existirgver generation facilities by at least 85%. Howewdth respect to the state’s nuclear
power generation facilities, the policy allows atkempliance measures to be taken if the costsstali cooling towers are “wholly out of
proportion” to the costs considered by the Wateslan developing its policy or if the installatioh cooling towers would be “wholly
unreasonable” after considering noost factors such as engineering and permittingtcaimts and adverse environmental impacts. Thigy.
believes that the costs to install cooling towérBiablo Canyon, which could be as much as $4l®hilwill meet the “wholly out of
proportion” test. The Utility also believes thagtimstallation of cooling towers at Diablo Canyoauld be “wholly unreasonable.” If the
Water Board disagreed and if the installation aflicay towers at Diablo Canyon were not technicallyeconomically feasible, the Utility m
be forced to cease operations at Diablo Canyomamdincur a material charge. (See Note 16 of thiedlto the Consolidated Financial
Statements in the 2009 Annual Report for more métion.) Assuming the Water Board does not reghiednstallation of cooling towers at
Diablo Canyon, the Utility could incur significaabsts to comply with alternative compliance measoreto make payments to support
various environmental mitigation projects. The itjtilvould seek to recover such costs in rates. Jtilgy’s Diablo Canyon operations must
be in compliance with the Water Board’s policy bgde@mber 31, 2024.

Remediation

The Utility has a program, in cooperation with ®alifornia Environmental Protection Agency, to exak and take appropriate actio
mitigate any potential environmental concerns pdsedertain former MGPs located throughout theitytd service territory. Of the 41 MGP
sites owned or operated by the Utility, 33 havenbareare in the process of being remediated. Thigytas notified the owners of properties
located on the remaining eight sites and offeragdothe soil for residues, and depending onéhalts of such tests, to take appropriate
remedial action. Two of these sites are locatadtlian, residential areas of San Francisco anditmisdocated in a predominantly
commercial area of San Francisco. Although thetyfilas entered into or is negotiating site aceggeements with some of the property
owners, others have not responded to the Utili§fsr. Until its investigation is complete, the ent of its obligation to remediate is
established, and appropriate remedial actionsetermined, the Utility is unable to estimate thiiméite amount it may incur with respect to
the remediation of these sites. (See Note 11 oNttes to the Condensed Consolidated Financia¢®ets, for a discussion of estimated
environmental remediation liabilities.)

OTHER MATTERS
SmartMeter ™ Technology

The CPUC has authorized the Utility to recover $#lbon in estimated project costs, including $biBion of capital expenditures to
install approximately 10 million advanced electiimd gas meters throughout the Utility’s serviceitieny by the end of 2012. In addition, the
Utility can recover in rates 90% of up to $100 roitl in costs that exceed the authorized $2.2 biNidthout a reasonableness review by the
CPUC. The remaining 10% will not be recoverablesites. If additional costs exceed the $100 miltlmeshold, the Utility may request
recovery of the additional costs, subject to ageableness review. As of June 30, 2010, the Utiltg incurred $ 1.7 billion in connection
with its SmartMeter™ program.

Advanced electric meters, which record energy usageurly or quarter-hourly increments, allow arsers to track energy usage
throughout the billing month and thus enable greatsetomer control over electricity costs. Usaga dacollected through a wireless
communication network and transmitted to the Widiinformation system where the data is storedw@s®dl for billing and other Utility
business purposes. These meters will allow thedmphtation of “dynamic pricing” rates that the CPhi3 ordered the Utility to implement.
Dynamic pricing rates are designed to reflect th&t of electricity production during periods of higemand.

As of June 30, 2010, the Utility has installed apgmmately 6.1 million meters. Based on the tesas the Utility has performed, more
than 99% of the meters perform accurately and sigded. The Utility found that a small percentagthe meters recorded inaccurate energy
usage, were not properly installed, or were aftbtigissues relating to the meter’s data storagalsihities or wireless communication
features. The Utility continues to believe thatréhis no design defect in the technology and tmatSmartMeter system is performing withi
expectations. When issues are identified, thetyii taking prompt action with the technology amavices vendors to remediate the issues.
In addition, the Utility has implemented new prestadlation quality control procedures. The Util#glso has increased its customer education
and outreach efforts, including posting weekly defzorts on its website to inform customers andpthitdic about the status of the Utility’s
continuing assessment.
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An independent consultant selected by CPUC has &esssing the Utility’s SmartMeter™ program, idahg meter and billing
accuracy, customer complaints, end-to-end operatjpmocesses, and overall program planning anapeence. It is expected that the
independent CPUC assessment will be completedé#ferend of August 2010.

On June 17, 2010, the City and County of San Fsand*CCSF") filed a petition requesting the CPWGdrpose a temporary
moratorium on the installation of additional Smaetket™ devices until the CPUC has completed itsprddent assessment. The CPUC has
not yet ruled on this request. Several other mpaldies and counties in the Utility’s service tmry support CCSF'S request for a
moratorium or have indicated that they are congideiaking other action to regulate or prohibit thstallation of SmartMetel  devices in
their communities. The CPUC is also consideringcquest for a moratorium filed by a private groupAgqumil 15, 2010 until the CPUC
conducts an evidentiary hearing on the potentialtheenvironmental, and safety impacts of theadidiquency technology used in the
Utility’s SmartMeter™ program. The class action $awt filed against the Utility in the Superior Coir Bakersfield, California, containing
allegations that the new meters, wireless netwanmkl, software and billing system have led to elediii overcharges, remains stayed pending
the results of the CPUC'’s investigation.

A California State Senate committee is continumgnvestigate and review the deployment of the ‘i$rgad” throughout California,
focusing on the Utility’s SmartMeter™ program ahe tntegrity and reliability of new metering techogies and the consumer protections in
place with respect to billing, disconnection, aedltime pricing. The Utility has provided all requeiaformation to the committee about
installed meters. The committee is expected to #utsweport to the California Senate, includimgommendations for appropriate
legislation, by November 30, 2010.

On June 1, 2010, a federal class action compladstfiled in San Francisco federal court allegirag the new meters report electric
consumption in amounts materially greater tharetretricity that the class members actually consiymessulting in electric bill overcharges.
The lawsuit names the various companies that hapglisd SmartMeter™ devices, components, and softieathe Utility but does not name
the Utility as a defendant. The defendants haveyebtesponded to the complaint.

The Utility is continuing to install the new metefe outcome of the matters discussed above maydraeffect on the Utility’s ability
to recover costs to implement advanced meteritigeifCPUC finds that the costs are not reasonaldecontherwise disallowed. Further, if -
Utility is prohibited from continuing to install ¢hnew meters or if the Utility otherwise fails #cognize the expected benefits of its advanced
metering infrastructure, PG&E Corporation’s and thiity’s financial condition, results of operatie or cash flows could be materially
adversely affected.

RISK MANAGEMENT ACTIVITIES

The Utility and PG&E Corporation, mainly throughk @iwnership of the Utility, are exposed to marksk,rwhich is the risk that chang
in market conditions will adversely affect net inw® or cash flows. PG&E Corporation and the Utiliige market risk associated with their
operations; their financing arrangements; the ntptiiee for electricity, natural gas, electricitaismission, natural gas transportation, and
storage; other goods and services; and other aspkttteir businesses. PG&E Corporation and thktyJtiategorize market risks as “price
risk” and “interest rate risk.” The Utility is alssxposed to “credit risk the risk that counterparties fail to perform threntractual obligation

The Utility actively manages market risks througik management programs designed to support bgsatgsctives, discourage
unauthorized risk-taking, reduce commodity cosatitity, and manage cash flows. The Utility uses\dgive instruments only for risk
mitigation purposes and not for speculative purpo$be Utility’s risk management activities incluithe use of energy and financial
instruments such as forward contracts, futurespsyaptions, and other instruments and agreemaois, of which are accounted for as
derivative instruments. Some contracts are accduoteas leases.

On July 21, 2010, President Obama signed into lkewv federal financial reform legislation, the DoddxRk Wall Street Reform and
Consumer Protection Act. PG&E Corporation and thiétYare evaluating the new legislation, and weélview future regulations to assess
compliance requirements as well as potential ingantthe Utility’s procurement activities and rislanagement programs.

Price Risk

The Utility is exposed to commaodity price risk aseault of its electricity procurement activiti@scluding the procurement of natural
gas and nuclear fuel necessary for electricity g and natural gas procurement for core custerdes long as the Utility can conclude
that it is probable that its reasonably incurrealgbale electricity procurement costs and natuaalapsts are recoverable, fluctuations in
electricity and natural gas prices will not affeetrnings but may impact cash flows. The Utilitya&ural gas transportation and storage costs
for core customers are also fully recoverable thhoa ratemaking mechanism.

60



Table of Contents

The Utility’s natural gas transportation and st@ragsts for non-core customers may not be fullpwverable. The Utility is subject to
price and volumetric risk for the portion of inttat® natural gas transportation and storage cgptheit has not been sold under long-term
contracts providing for the recovery of all fixedsts through the collection of fixed reservatioargfes. The Utility sells most of its capacity
based on the volume of gas that the Utility’s costos actually ship, which exposes the Utility tduvoetric risk.

The Utility uses value-at-risk to measure the dhaliders’ exposure to price and volumetric riskaultsg from variability in the price
of, and demand for, natural gas transportationsaoichge services that could impact revenues dabanges in market prices and customer
demand. Value-at-risk measures this exposure okallimg 12-month forward period and assumes thatdontract positions are held through
expiration. This calculation is based on a 95% ickamfce level, which means that there is a 5% pridibathat the impact to revenues on a
pre-tax basis, over the rolling 12-month forwardige;, will be at least as large as the reportederat-risk. Value-at-risk uses market data to
quantify the Utility’s price exposure. When markleta is not available, the Utility uses historidata or market proxies to extrapolate the
required market data. Value-at-risk as a measupaufolio risk has several limitations, includirgyt not limited to, inadequate indication of
the exposure to extreme price movements and thefusstorical data or market proxies that may ax¢quately capture portfolio risk.

The Utility’s value-at-risk calculated under thethmedology described above was $17 million at JUhe2810. The Utility’s high, low,
and average values-at-risk at June 30, 2010 wederfilion, $10 million, and $14 million, respectiye

See Note 7 of the Notes to the Condensed Consedidéhancial Statements for further discussionrafeprisk management activities.

Interest Rate Risk

Interest rate risk sensitivity analysis is usedhiasure interest rate risk by computing estimatethges in cash flows as a result of
assumed changes in market interest rates. At Jur2030, if interest rates changed by 1% for altent PG&E Corporation and the Utility
variable rate and short-term debt and investmémschange would affect net income for the nextnb2ths by $9 million, based on net
variable rate debt and other interest rate-semsitistruments outstanding.

Credit Risk

The Utility conducts business with counterpartiesmty in the energy industry, including other Catifia investor-owned electric
utilities, municipal utilities, energy trading comngies, financial institutions, and oil and natwa$ production companies located in the Ut
States and Canada. If a counterparty failed tcoperbn its contractual obligation to deliver el@ity or gas, then the Utility may find it
necessary to procure electricity or gas at cumaanrket prices, which may be higher than the cohpeces.

The Utility manages credit risk associated withcibsinterparties by assigning credit limits base@waluations of their financial
conditions, net worth, credit ratings, and othexddrcriteria as deemed appropriate. Credit liraitd credit quality are monitored periodically.
The Utility ties many energy contracts to mastenowdity enabling agreements that may require siycfreferred to as “Credit Collaterali
the table below). Credit Collateral may be in tberf of cash or letters of credit. The Utility magcapt other forms of performance assurance
in the form of corporate guarantees of acceptalgdicquality or other eligible securities (as degenappropriate by the Utility). Credit
Collateral or performance assurance may be reqgérioed counterparties when current net receivabhesraplacement cost exposure 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 accounting for greater than 10%retit exposure, as of June 30, 2010 and Decenih&089:

Gross
Credit
Exposure Number of Net Exposure tc
Wholesale
Customers or
Before Net Counterparties Wholesale
Credit Credit Customers or
Collateral Credit Exposure Counterparties
(in millions) @) Collateral @ >10% >10%
June 30, 201 $ 18¢ $ 36 $ 158 2 $ 124

December 31, 20C $ 20z $ 24 $ 17¢ 3 $ 154

@ Gross credit exposure equals mark-to-market vatuehysically and financially settled contracts,a®teceivable, and net receivables

(payables) where netting is contractually allow@tbss and net credit exposure amounts reportedeatmwot include adjustments for
time value or liquidity

Net credit exposure is the Gross Credit ExposuferBeCredit Collateral minus Credit Collateral (eakeposits and letters of credit).
purposes of this table, parental guarantees arimcloted as part of the calculatic

@
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CRITICAL ACCOUNTING POLICIES

The preparation of Condensed Consolidated FinaBt&ements in accordance with U.S. generally dedegiccounting principles

involves the use of estimates and assumptionsaffestt the recorded amounts of assets and liadsildis of the date of the financial statements
and the reported amounts of revenues and expenseg the reporting period. The accounting poliadescribed below are considered to be
critical accounting policies, due, in part, to th@dmplexity and because their application is rat#\and material to the financial position and
results of operations of PG&E Corporation and thiéty) and because these policies require theafiseaterial judgments and estimates.
Actual results may differ substantially from thestimates. These policies and their key charatitiare discussed in detail in the 2009
Annual Report. They include:

regulatory assets and liabilitie
environmental remediation liabilitie
asset retirement obligatior
accounting for income taxes; a
pension and other postretirement ple

For the six-months ended June 30, 2010, there merhanges in the methodology for computing crit@@ounting estimates, no

additional accounting estimates met the standandsritical accounting policies, and no materiaheges to the important assumptions
underlying the critical accounting estimates.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

PG&E Corporation’s and the Utility’s primary markeésk results from changes in energy prices. PG&EpBration and the Utility
engage in price risk management activities for trading purposes only. Both PG&E Corporation arelltility may engage in these price
risk management activities using forward contraitisires, options, and swaps to hedge the impactaoket fluctuations on energy
commodity prices and interest rates (see “Risk Mangent Activities” above under Item 2: ManagemebBiscussion and Analysis of
Financial Condition and Results of Operations).

ITEM 4. CONTROLS AND PROCEDURES

Based on an evaluation of PG&E Corporation’s ardUlility’s disclosure controls and procedures Bdume 30, 2010, PG&E
Corporation’s and the Utility’s respective prindigxecutive officers and principal financial offisehave concluded that such controls and
procedures were effective to ensure that infornmatémuired to be disclosed by PG&E Corporation thedUtility in reports that the
companies file or submit under the Securities ErgleaAct of 1934 (“1934 Act”) is recorded, processdnmarized, and reported within the
time periods specified in the SEC rules and foimsddition, PG&E Corporation’s and the Utility’sgpective principal executive officers
and principal financial officers have concludedtthizch controls and procedures were effective sugng that information required to be
disclosed by PG&E Corporation and the Utility ir tleports that PG&E Corporation and the Utilite fiir submit under the 1934 Act is
accumulated and communicated to PG&E Corporatiantsthe Utility’s management, including PG&E Comg@n’s and the Utility’s
respective principal executive officers and priatifinancial officers, or persons performing simifianctions, as appropriate to allow timely
decisions regarding required disclosure.

There were no changes in internal control ovemfiie reporting that occurred during the quartetezshJune 30, 2010 that have
materially affected, or are reasonably likely totenally affect, PG&E Corporation’s or the Utility'internal control over financial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Diablo Canyon Power Plan

On May 4, 2010, the Water Board adopted a policpmre-through cooling. The policy, which is subjecapproval by the California
Office of Administrative Law, generally requirestmstallation of cooling towers or other signifitaneasures to reduce the impact on m:
life from existing power generation facilities biyleast 85%. However, with respect to the statatdear power generation facilities, the
policy allows other compliance measures to be télkére costs to install cooling towers are “whodlyt of proportion'to the costs consider:
by the Water Board in developing its policy orhigtinstallation of cooling towers would be “wholipreasonable” after considering non-cost
factors such as engineering and permitting comgg@nd adverse environmental impacts. The pobieydcaffect future negotiations between
the Water Board and the Utility regarding the staifithe 2003 settlement agreement concerning@opeal draft Cease and Desist Order
issued by the Water Board against the Utility. Fare information about the settlement agreemertP$&&E Corporation’s and the Utility’s
joint Annual Report on Form -K for the year ended December 31, 2009. For mufigmation about the state once-through coolingcgol
see “Management’s Discussion and Analysis of Firsu@@ondition and Results of Operations — EnvirontabMatters — Water Quality”
above.

PG&E Corporation and the Utility believe that tHémate outcome of this matter will not have a mialeadverse impact on the Utility’
financial condition or results of operations.

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

During the quarter ended June 30, 2010, PG&E Catmor made equity contributions totaling $110 roitlito the Utility in order to
maintain the 52% common equity component of its CRWithorized capital structure and to ensure tiatlhtility has adequate capital to
fund its capital expenditures.

During the quarter ended June 30, 2010, PG&E Catjmor issued 16,370,779 shares of common stockameersion price of $15.09
per share in unregistered offerings upon the caiwerof $247 million principal amount of PG&E Corption Convertible Subordinated
Notes originally issued in an unregistered offeiim@002. The Utility did not make any sales ofegistered equity securities during
guarter ended June 30, 2010.

Issuer Purchases of Equity Securiti¢

During the quarter ended June 30, 2010, PG&E Catjmor did not redeem or repurchase any sharesnofnaom stock outstanding.
During the quarter ended June 30, 2010, the Udlitdynot redeem or repurchase any shares of itsuaseries of preferred stock outstanding.
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ITEM 5. OTHER INFORMATION

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

The Utility’s earnings to fixed charges ratio foetsix months ended June 30, 2010 was 3.55. Thigydtearnings to combined fixed
charges and preferred stock dividends ratio fosstkenonths ended June 30, 2010 was 3.48. Thargateof the foregoing ratios, together
with the statements of the computation of the foneg ratios filed as Exhibits 12.1 and 12.2 herate,included herein for the purpose of
incorporating such information and Exhibits inte thtility’'s Registration Statement Nos. 33-62488 883-149361 relating to various series
of the Utility’s first preferred stock and its sennotes, respectively.

PG&E Corporation’s earnings to fixed charges rédicthe six months ended June 30, 2010 was 3.28 sTdtement of the foregoing
ratio, together with the statement of the compatatf the foregoing ratio filed as Exhibit 12.3 éter, is included herein for the purpose of
incorporating such information and Exhibit into PE&orporation’s Registration Statement No. 333-B09&lating to its senior notes.
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ITEM 6. EXHIBITS

Ninth Supplemental Indenture dated as of April@l@relating to the issuance of $250,000,000 aggesgrincipal amour
of Pacific Gas and Electric Compagsy&enior Notes due March 1, 2037 (incorporatecebgrence to Pacific Gas and Elec
Compan’s Current Report on Forn-K dated April 1, 2010 (File No.-2348), Exhibit 4.1

PG&E Corporation 2006 Loi-Term Incentive Plan, as amended May 12, z

Credit Agreement dated June 8, 2010, among (1¥iP&as and Electric Company, as borrower, (2) WEHrgo Bank,
N.A., as administrative agent and a lender, (3) Rbgal Bank of Scotland plc, as syndication agewtalender, (4) Banc
Bilbao Vizcaya Argentaria, S.A., New York BrancthelBank of Tokyo-Mitsubishi UFJ, Ltd., New York Bieh, and U.S.
Bank, N.A., as documentation agents and lendeds(8nthe following other lenders: Bank of AmeridaA., Barclays Bank
PLC, BNP Paribas, Deutsche Bank AG, New York Brat@bldman Sachs Bank USA, Mizuho Corporate BankA}JS
Morgan Stanley Bank, N.A., Royal Bank of CanadaSUBan Finance LLC, Citibank, N.A., East West BaRBC Bank
(USA), JPMorgan Chase Bank, N.A., and The Nortfewst Company

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

Computation of Ratios of Earnings to Combined Figéthrges and Preferred Stock Dividends for PaGfis and Electric
Company

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

Certifications of the Chief Executive Officer ariietChief Financial Officer of PG&E Corporation rémga by Section 302
the Sarbane«Oxley Act of 2002

Certifications of the Chief Executive Officer arftetChief Financial Officer of Pacific Gas and Etec€ompany required t
Section 302 of the Sarbar-Oxley Act of 200z

Certifications of the Chief Executive Officer arftetChief Financial Officer of PG&E Corporation réga by Section 906 «
the Sarbane«Oxley Act of 200z

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

XBRL Instance Documer

XBRL Taxonomy Extension Schen
XBRL Taxonomy Extension Calculatic
XBRL Extension Definitior

XBRL Taxonomy Extension Lab

XBRL Taxonomy Extension Presentati

* Management contract or compensatory agreer

**  Pursuant to Item 601(b)(32) of SEC Regulati-K, these exhibits are furnished rather than filéthhis report.

***  Pursuant to Rule 406T of SEC Regulation S-Tegh interactive data files are deemed not fileglaor of a registration statement or
prospectus for purposes of Sections 11 or 12 oStdwmurities Act of 1933 or Section 18 of the SeamsgiExchange Act of 1934 and
otherwise are not subject to liability under thesetions. These files are being submitted only ®&P. Corporation and not by its
subsidiary, Pacific Gas and Electric Compe
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrants have duly catisisdQuarterly Report on Form 10-
Q to be signed on their behalf by the undersighedetunto 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. Chern

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

Dated: August 4, 2010
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PG&E Corporation
2006 Long-Term Incentive Plan
(As adopted effective January 1, 2006, and
as amended effective on February 15, 2006, Decether006, October 17, 2007, September
17, 2008, January 1, 2009, February 18, 2009, Dkeefbt, 2009 and May 12, 2010)

1. E STABLISHMENT , PURPOSEAND T ERM OF P LAN .

1.1 Establishment. The PG&E Corporation 2006 Long-Term Incentive Ridwe“ Plan” ) is hereby established effective as of
January 1, 2006 (tHe Effective Date” ), provided it has been approved by the shareh®lofethe Company.

1.2Purpose. The purpose of the Plan is to advance the inteodstse Participating Company Group and its shade by providing
an incentive to attract and retain the best qealifiersonnel to perform services for the Partimipa€ompany Group, by motivating such
persons to contribute to the growth and profitapibf the Participating Company Group, by alignthgir interests with interests of the
Company’s shareholders, and by rewarding such psifaw their services by tying a significant pontiof their total compensation package to
the success of the Company. The Plan seeks tovacthiis purpose by providing for Awards in the foofrOptions, Stock Appreciation
Rights, Restricted Stock Awards, Performance Sh&edgormance Units, Restricted Stock Units, Defg@i€ompensation Awards and other
Stock-Based Awards as described below.

1.3Term of Plan. The Plan shall continue in effect until the earbéits termination by the Board or the date onchiall of the shares
of Stock available for issuance under the Plan t@es issued and all restrictions on such shardsruhe terms of the Plan and the
agreements evidencing Awards granted under thelzlea lapsed. However, all Awards shall be grantet,all, within ten (10) years from
the Effective Date. Moreover, Incentive Stock Opsichall not be granted later than ten (10) years the date of shareholder approval of
the Plan.

2. D EFINITIONS AND C ONSTRUCTION .

2.1 Definitions. Whenever used herein, the following terms shalehaeir respective meanings set forth below:

()" Affiliate " means (i) an entity, other than a Parent Corparatiaat directly, or indirectly through one or mameermediary
entities, controls the Company or (ii) an entitthes than a Subsidiary Corporation, that is cotdgtbby the Company directly, or indirectly
through one or more intermediary entities. For thigpose, the term “control” (including the ternoftrolled by”) means the possession,
direct or indirect, of the power to direct or catise direction of the management and policies efrdievant entity, whether through the
ownership of voting securities, by contract or otvise; or shall have such other meaning assigneld &rm for the purposes of registration
on Form S-8 under the Securities Act.



(b)“ Award” means any Option, SAR, Restricted Stock Award,d®srénce Share, Performance Unit, Restricted Statikdy
Deferred Compensation Award or other Stock-Basedréivgranted under the Plan.

(c)“ Award Agreement means a written agreement between the Company Badiaipant setting forth the terms, conditions
and restrictions of the Award granted to the Pipaict.

(d)“ Board” means the Board of Directors of the Company.

()" Change in Control’ means, unless otherwise defined by the Participa#ward Agreement or contract of employment or
service, the occurrence of any of the following:

(i) any “person” (as such term is used in Sectibd@l) and 14(d) of the Exchange Act, but excluding benefit plan for
Employees or any trustee, agent or other fidudiarnany such plan acting in such person’s capastguch fiduciary), directly or indirectly,
becomes the “beneficial owner” (as defined in RiBd-3 promulgated under the Exchange Act), of stddke Company representing twenty
percent (20%) or more of the combined voting poefehe Company’s then outstanding voting stock; or

(i) during any two consecutive years, individuadso at the beginning of such period constituteBbard cease for any
reason to constitute at least a majority of therBpanless the election, or the nomination for &becby the shareholders of the Company, of
each new Director was approved by a vote of at keasthirds (2/3) of the Directors then still in offieeho were Directors at the beginning
the period; or

(iii) the consummation of any consolidation or margf the Company other than a merger or consadidathich would
result in the voting stock of the Company outstagdmmediately prior thereto continuing to repreégeither by remaining outstanding or by
being converted into voting stock of the survivergity or any parent of such surviving entity) edidt seventy percent (70%) of the Combined
Voting Power of the Company, such surviving entitythe parent of such surviving entity outstandingiediately after the merger or
consolidation; or

(iv) the approval of the Shareholders of the Corgpafrany (1) sale, lease, exchange or other traifisf®ne or a series of
related transactions) of all or substantially &lftree assets of the Company, or (2) any plan opgsal for the liquidation or dissolution of the
Company.

For purposes of paragraph (iii), the téif@ombined Voting Power"shall mean the combined voting power of the Comjmay other releval
entity’s then outstanding voting stock.

() “ Code” means the Internal Revenue Code of 1986, as ameadeédny applicable regulations promulgated theteu

(9)“ Committee’ means the Compensation Committee or other comnaftéee Board duly appointed to administer the Riad
having such powers as shall be specified by



the Board. If no committee of the Board has begoagped to administer the Plan, the Board shalt@se all of the powers of the Committee
granted herein, and, in any event, the Board mdtg idiscretion exercise any or all of such powers.

(h)“ Company” means PG&E Corporation, a California corporatiaramy successor corporation thereto.

() “ Consultant” means a person engaged to provide consulting asaghservices (other than as an Employee or a reewfb
the Board) to a Participating Company, provided tha identity of such person, the nature of sughises or the entity to which such
services are provided would not preclude the Comfiam offering or selling securities to such pergursuant to the Plan in reliance on
registration on a Form S-8 Registration Statemadeuthe Securities Act.

(j) “ Deferred Compensation Awartd means an award of Stock Units granted to a Paafitipursuant to Section 12 of the Plan.
(k) “ Director” means a member of the Board.

() “ Disability” means the permanent and total disability of théi¢aant, within the meaning of Section 22(e)(3}lvé Code,
except as otherwise set forth in the Plan or anrdvwareement.

(m)*“ Dividend Equivalent’” means a credit, made at the discretion of the Cateenor as otherwise provided by the Plan, to the
account of a Participant in an amount equal tactgh dividends paid on one share of Stock for shahe of Stock represented by an Award
held by such Participant.

(n)* Employe€’ means any person treated as an employee (incladil@fficer or a member of the Board who is alsaterd as
an employee) in the records of a Participating Camypand, with respect to any Incentive Stock Opgjranted to such person, who is an
employee for purposes of Section 422 of the Codmyiged, however, that neither service as a membtite Board nor payment of a
director’s fee shall be sufficient to constituteayment for purposes of the Plan. The Companyl sletéérmine in good faith and in the
exercise of its discretion whether an individuad bacome or has ceased to be an Employee andelbtvef date of such individual's
employment or termination of employment, as thegaay be. For purposes of an individual’s rightany, under the Plan as of the time of
the Company’s determination, all such determinationthe Company shall be final, binding and cosiglke, notwithstanding that the
Company or any court of law or governmental agesutysequently makes a contrary determination.

(0)“ Exchange Act’ means the Securities Exchange Act of 1934, as amdend

(p) “ Fair Market Value” means, as of any date, the value of a share ok 8roather property as determined by the Committee,
in its discretion, or by the Company, in its digime, if such determination is expressly allocaiethe Company herein, subject to the
following:



(i) Except as otherwise determined by the Commjiifeen such date, the Stock is listed on a naiam regional securities
exchange or market system, the Fair Market Value sifare of Stock shall be the closing price dfares of Stock as quoted on the New York
Stock Exchange or such other national or regioealisties exchange or market system constitutiegotimary market for the Stock, as
reported inThe Wall Street Journar such other source as the Company deems reliftie. relevant date does not fall on a day oncllthe
Stock has traded on such securities exchange dwetrsystem, the date on which the Fair Market Vahil be established shall be the last
day on which the Stock was so traded prior to #keviant date, or such other appropriate day aslshaletermined by the Committee, in its
discretion.

(if) Notwithstanding the foregoing, the Committe@ynin its discretion, determine the Fair Marketo¢aon the basis of tt
opening, closing, high, low or average sale prica share of Stock or the actual sale price ofaesbf Stock received by a Participant, on
such date, the preceding trading day, the nextemding trading day or an average determined operiad of trading days. The Committee
may vary its method of determination of the Fairrkéd Value as provided in this Section for differparposes under the Plan.

(iii) If, on such date, the Stock is not listed@national or regional securities exchange or niaystem, the Fair Market
Value of a share of Stock shall be as determineth&®yCommittee in good faith without regard to aestriction other than a restriction whi
by its terms, will never lapse.

() “ Incentive Stock Optiorf means an Option intended to be (as set forth i\thard Agreement) and which qualifies as an
incentive stock option within the meaning of Sect#?2(b) of the Code.

(N “ Insider” means an Officer, a Director or any other personseltransactions in Stock are subject to Sectioof 1i6e
Exchange Act.

(s) “Mandatory Retirement’means retirement as a Director at age 70 or ataiher age as may be specified in the retirement
policy for the Board in effect at the time of a Momployee Director’s termination of Service as aebior.

(t) “Net-Exercise” means a procedure by which the Participant willsBaed a number of shares of Stock determineddardanc
with the following formula:

X = Y(A-B)/A, where

X =the number of shares of Stock to be issuededarticipant upon exercise of the Option;

Y = the total number of shares with respect to Wiie Participant has elected to exercise the @ptio
A = the Fair Market Value of one (1) share of Stock

B = the exercise price per share (as defined ifPHréicipant’s Award Agreement).
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(u) “ Nonemployee Director’ means a Director who is not an Employee.
(v) “ Nonemployee Director Award” means an Award granted to a Nonemployee Directrayaunt to Section 7 of the Plan.

(w) “ Nonstatutory Stock Optiofi means an Option not intended to be (as set fortheirAward Agreement) an incentive stock
option within the meaning of Section 422(b) of Gede.

(x) “ Officer” means any person designated by the Board as aerodfi the Company.

(y) “ Option” means the right to purchase Stock at a stated fmicespecified period of time granted to a Pigént pursuant to
Section 6 or Section 7 of the Plan. An Option mayelther an Incentive Stock Option or a Nonstaju&tock Option.

(z) “Option Expiration Date” means the date of expiration of the Option’s tegnset forth in the Award Agreement.

(aa)" Parent Corporation” means any present or future “parent corporationthefCompany, as defined in Section 424(e) of the
Code.

(bb)*“ Participant” means any eligible person who has been grantedromere Awards.
(cc)* Participating Company means the Company or any Parent Corporation, Sabgi@orporation or Affiliate.

(dd)“ Participating Company Groug means, at any point in time, all entities colleelywhich are then Participating
Companies.

(ee)" Performance Award means an Award of Performance Shares or Performanits.

(ff) “ Performance Award Formuld means, for any Performance Award, a formula ortaitablished by the Committee
pursuant to Section 10.3 of the Plan which provitiesbasis for computing the value of a Performakward at one or more threshold levels
of attainment of the applicable Performance Goafhsasured as of the end of the applicable PerfazenBeriod.

(g9)“ Performance Goal means a performance goal established by the Cogeptirsuant to Section 10.3 of the Plan.

(hh)“ Performance Period means a period established by the Committee pursa&@ection 10.3 of the Plan at the end of wi
one or more Performance Goals are to be measured.



(i “ Performance Sharé means a bookkeeping entry representing a rightegao a Participant pursuant to Section 10 of the
Plan to receive a payment equal to the value afrfoBnance Share, as determined by the Commiteessdoon performance.

() “ Performance Unit’ means a bookkeeping entry representing a righteglain a Participant pursuant to Section 10 of the
Plan to receive a payment equal to the value afrfoBmance Unit, as determined by the Committesedaipon performance.

(kk) “ Restricted Stock Awartl means an Award of Restricted Stock.

(Ih “ Restricted Stock Unitbr“ Stock Unit” means a bookkeeping entry representing a rightgdan a Participant pursuant to
Section 11 or Section 12 of the Plan, respectivtelyeceive a share of Stock on a date determmeddordance with the provisions of
Section 11 or Section 12, as applicable, and tinécRent’'s Award Agreement.

(mm)“ Restriction Period’ means the period established in accordance wittidde2.4 of the Plan during which shares subje
a Restricted Stock Award are subject to Vestingditams.

(nn) “Retirement” means termination as an Employee of a Particip&imgpany at age 55 or older, provided that theidhaant
was an Employee for at least five consecutive ypaes to the date of such termination.

(00)“ Rule 16b-3' means Rule 16b-3 under the Exchange Act, as amdratadime to time, or any successor rule or retioita

(pp)“ SAR” or* Stock Appreciation Right means a bookkeeping entry representing, for eaate sif Stock subject to such
SAR, a right granted to a Participant pursuantdctin 8 of the Plan to receive payment in any doation of shares of Stock or cash of an
amount equal to the excess, if any, of the FairkeliaValue of a share of Stock on the date of egerof the SAR over the exercise price.

(gq)“ Section 162(my means Section 162(m) of the Code.

(rr) “ Section 409A Change in Contrdl means a “change in the ownership or effective cbfrthe corporation, or in the
ownership of a substantial portion of the asseth®forporation,” within the meaning of Sectior®A®f the Code, as such definition applies
to the Company.

(ss)* Securities Act’ means the Securities Act of 1933, as amended.

(tt) “ Separation from Servicé means a Participant’s “separation from servicethinithe meaning of Section 409A of the
Internal Revenue Code.

(uu)“ Service” means a Participant’s employment or service wighRhrticipating Company Group, whether in the cidpa¢ an
Employee, a Director or a Consultant. A ParticifmBervice shall not be deemed to have terminateidiynbecause of a change in the
capacity in which the Participant renders such i8eror a change in the
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Participating Company for which the Participantders such Service, provided that there is no inption or termination of the Participant’s
Service. Furthermore, a Participant’s Service giatlbe deemed to have terminated if the Partitifzkes any military leave, sick leave, or
other bona fide leave of absence approved by timep@ay. However, if any such leave taken by a Hpéit exceeds ninety (90) days, then
on the one hundred eighfiyst (181st) day following the commencement oftslgave any Incentive Stock Option held by theiBigdant shal
cease to be treated as an Incentive Stock Optidinatead shall be treated thereafter as a NomstgtBtock Option, unless the Participant’s
right to return to Service with the Participatingr@pany Group is guaranteed by statute or contiattvithstanding the foregoing, unless
otherwise designated by the Company or requireld\lya leave of absence shall not be treated asc8dor purposes of determining vesti
under the Participant’s Award Agreement. A Partcips Service shall be deemed to have terminatbdreipon an actual termination of
Service or upon the entity for which the Participaerforms Service ceasing to be a Participatingn@any. Subject to the foregoing, the
Company, in its discretion, shall determine whetherParticipant’'s Service has terminated and fleetéve date of such termination.

(vv) “ Stock” means the common stock of the Company, as adjérstedtime to time in accordance with Section 4.2haf Plan.

(ww) “ Stock-Based Award$ means any award that is valued in whole or in pareference to, or is otherwise based on, the
Stock, including dividends on the Stock, but notifed to those Awards described in Sections 6 tjinal? of the Plan.

(xx) “ Subsidiary Corporatiori means any present or future “subsidiary corporatdnhe Company, as defined in Section 424
(f) of the Code.

(yy) “ Ten Percent Ownef means a Participant who, at the time an Optiomdsted to the Participant, owns stock possessing
more than ten percent (10%) of the total combiratthg power of all classes of stock of a PartigipatCompany (other than an Affiliate)
within the meaning of Section 422(b)(6) of the Code

(zz)“ Vesting Conditions’ mean those conditions established in accordand¢eSeittion 9.4 or Section 11.2 of the Plan prior to
the satisfaction of which shares subject to a Ristt Stock Award or Restricted Stock Unit Awarespectively, remain subject to forfeiture
or a repurchase option in favor of the Company uperParticipant’s termination of Service.

2.2 Construction. Captions and titles contained herein are for coimrae only and shall not affect the meaning orrprietation of any
provision of the Plan. Except when otherwise inttideby the context, the singular shall includeghgal and the plural shall include the
singular. Use of the term “or” is not intended ®dxclusive, unless the context clearly requirbsmtise.

3. A DMINISTRATION .

3.1 Administration by the Committee. The Plan shall be administered by the Committebgééstions of interpretation of the Plan or
of any Award shall be determined by




the Committee, and such determinations shall k& &éind binding upon all persons having an intaretie Plan or such Award.

3.2 Authority of Officers. Any Officer shall have the authority to act on béb&the Company with respect to any matter, right
obligation, determination or election which is tesponsibility of or which is allocated to the Cany herein, provided the Officer has
apparent authority with respect to such mattehtrigbligation, determination or election. In adtfit to the extent specified in a resolution
adopted by the Board, the Chief Executive Offidethe Company shall have the authority to grant Alsdo an Employee who is not an
Insider and who is receiving a salary below thelevhich requires approval by the Committee; preditghat the terms of such Awards
conform to guidelines established by the Committe@ provided further that at the time of makingrsAgvards the Chief Executive Officer
also is a Director.

3.3 Administration with Respect to Insiders.With respect to participation by Insiders in tharRlat any time that any class of equity
security of the Company is registered pursuaneitiSn 12 of the Exchange Act, the Plan shall beiaistered in compliance with the
requirements, if any, of Rule 16b-3.

3.4Committee Complying with Section 162(m)While the Company is a “publicly held corporatiamithin the meaning of
Section 162(m), the Board may establish a Commitféeutside directors” within the meaning of Sectil62(m) to approve the grant of any
Award which might reasonably be anticipated to ltasithe payment of employee remuneration thatlvatherwise exceed the limit on
employee remuneration deductible for income taypses pursuant to Section 162(m).

3.5Powers of the Committee In addition to any other powers set forth in tharPand subject to the provisions of the Plan, the
Committee shall have the full and final power antharity, in its discretion:

(a) to determine the persons to whom, and the ¢imignes at which, Awards shall be granted andhilmaber of shares of Stock or
units to be subject to each Award based on themgendation of the Chief Executive Officer of thengmany (except that Awards to the
Chief Executive Officer shall be based on the rem@mdation of the independent members of the Baacdiinpliance with applicable stock
exchange rules and Awards to Nonemployee Directioadi be granted automatically pursuant to Sectiofthe Plan);

(b) to determine the type of Award granted anddsighate Options as Incentive Stock Options or Ndawory Stock Options;
(c) to determine the Fair Market Value of shareStofck or other property;

(d) to determine the terms, conditions and restrictapplicable to each Award (which need not leafidal) and any shares
acquired pursuant thereto, including, without laibn, (i) the exercise or purchase price of shpteshased pursuant to any Award, (ii) the
method of payment for shares purchased pursuamytdward, (iii) the method for satisfaction of atiayx withholding obligation arising in
connection with Award, including by the withholding delivery of shares of Stock, (iv) the timingtrhs and conditions of the exercisability
or vesting of any Award or any shares acquiredyamnsthereto, (v) the
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Performance Award Formula and Performance Goalkcapfe to any Award and the extent to which suelfé*mance Goals have been
attained, (vi) the time of the expiration of any &ud, (vii) the effect of the Participant’s termiiwsit of Service on any of the foregoing, and
(viii) all other terms, conditions and restrictiomgplicable to any Award or shares acquired puitstigmeto not inconsistent with the terms of
the Plan;

(e) to determine whether an Award will be settledhares of Stock, cash, or in any combinatioretifer
(f) to approve one or more forms of Award Agreement

(9) to amend, modify, extend, cancel or renew amg@@l or to waive any restrictions or conditions laggble to any Award or any
shares acquired pursuant thereto;

(h) to accelerate, continue, extend or defer tleeasability or vesting of any Award or any shaaeguired pursuant thereto,
including with respect to the period following arfR@pant’s termination of Service;

(i) without the consent of the affected Participant notwithstanding the provisions of any Awardeéemnent to the contrary, to
unilaterally substitute at any time a Stock Appation Right providing for settlement solely in sksof Stock in place of any outstanding
Option, provided that such Stock Appreciation Righvers the same number of shares of Stock andde®for the same exercise price
(subject in each case to adjustment in accordaitbeSgction 4.2) as the replaced Option and otheprovides substantially equivalent
terms and conditions as the replaced Option, asméied by the Committee;

(j) to prescribe, amend or rescind rules, guidsliard policies relating to the Plan, or to adoptgians or supplements to, or
alternative versions of, the Plan, including, withbmitation, as the Committee deems necessadgsirable to comply with the laws or
regulations of or to accommodate the tax policgpoaating principles or custom of, foreign juriséicts whose citizens may be granted
Awards;

(k) to correct any defect, supply any omissionemoncile any inconsistency in the Plan or any Awsgdeement and to make all
other determinations and take such other actiotis n@gpect to the Plan or any Award as the Comenittay deem advisable to the extent not
inconsistent with the provisions of the Plan orlaable law; and

() to delegate to the Chief Executive Officer loe tSenior Vice President of Human Resources tH®dtyt with respect to
ministerial matters regarding the Plan and Awardslenunder the Plan.

3.6 Option or SAR Repricing. Without the affirmative vote of holders of a majgrof the shares of Stock cast in person or by patx
meeting of the shareholders of the Company at whighorum representing a majority of all outstagdihares of Stock is present or
represented by proxy, the Board shall not appropmgram providing for either (a) the cancellatafroutstanding Options or SARs and the
grant in substitution therefore of new Options AIRS having a lower exercise price or (b) the amesutrof outstanding Options or SARs to
reduce the exercise price thereof. This paragrbph ot be construed to apply to
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“issuing or assuming a stock option in a transactiowhich section 424(a) applies,” within the miegrof Section 424 of the Code.

3.7 Indemnification. In addition to such other rights of indemnificatias they may have as members of the Board or then@itee or
as officers or employees of the Participating Comyp@roup, members of the Board or the Committeeaarydofficers or employees of the
Participating Company Group to whom authority tbfac the Board, the Committee or the Company Isgited shall be indemnified by the
Company against all reasonable expenses, incladtogneys’ fees, actually and necessarily incumezbnnection with the defense of any
action, suit or proceeding, or in connection witly appeal therein, to which they or any of them ey party by reason of any action taken
or failure to act under or in connection with tHarR or any right granted hereunder, and agaihahabunts paid by them in settlement the
(provided such settlement is approved by indeperdgal counsel selected by the Company) or paithbgn in satisfaction of a judgment in
any such action, suit or proceeding, except inticeiao matters as to which it shall be adjudgedunh action, suit or proceeding that such
person is liable for gross negligence, bad faitmtantional misconduct in duties; provided, howeteat within sixty (60) days after the
institution of such action, suit or proceeding,lsperson shall offer to the Company, in writingg tipportunity at its own expense to handle
and defend the same.

4. SHARES SUBJECTTO P LAN .

4.1 Maximum Number of Shares IssuableSubject to adjustment as provided in Section 42sarbject to Section 409A of the Code,
the maximum aggregate number of shares of Sto¢krthg be issued under the Plan shall be twelveanil[12,000,000) and shall consist of
authorized but unissued or reacquired shares akStoany combination thereof. If an outstandingakevfor any reason expires or is
terminated or canceled without having been exedaisesettled in full, or if shares of Stock acqdimursuant to an Award subject to forfeit
or repurchase are forfeited or repurchased by tmpany, the shares of Stock allocable to the teatathportion of such Award or such
forfeited or repurchased shares of Stock shallralgaiavailable for issuance under the Plan. Stedr8tock shall not be deemed to have been
issued pursuant to the Plan (a) with respect topamiyon of an Award that is settled in cash ortfb)he extent such shares are withheld or
reacquired by the Company in satisfaction of tathiaélding obligations pursuant to Section 16.2. kpayment in shares of Stock pursuant
to the exercise of an SAR, the number of sharesada for issuance under the Plan shall be redoogy by the number of shares actually
issued in such payment. If the exercise price dDption is paid by tender to the Company, or atést to the ownership, of shares of Stock
owned by the Participant, or by means of a Net-&ger the number of shares available for issuandenthe Plan shall be reduced only by
the net number of shares for which the Option ereised.

4.2 Adjustments for Changes in Capital Structure. Subject to any required action by the shareholdktise Company, in the event of
any change in the Stock effected without receiptaofsideration by the Company, whether through erepnsolidation, reorganization,
reincorporation, recapitalization, reclassificatistock dividend, stock split, reverse stock sglfijt-up, split-off, spin-off, combination of
shares, exchange of shares, or similar changeioahital structure of the Company, or in the exémayment of a dividend or distribution
the
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shareholders of the Company in a form other thackStexcepting normal cash dividends) that has @riah effect on the Fair Market Value
of shares of Stock, appropriate adjustments sleathbde in the number and kind of shares subjgbet®lan and to any outstanding Awards,
in the Award limits set forth in Section 5.4, irethlonemployee Director Awards to be granted autmalfit pursuant to Section 7, and in the
exercise or purchase price per share under antaadiag Award in order to prevent dilution or eglament of Participants’ rights under the
Plan. For purposes of the foregoing, conversioanyfconvertible securities of the Company shallbetreated aseffected without receipt «
consideration by the Company.” Any fractional shesulting from an adjustment pursuant to this i8act.2 shall be rounded down to the
nearest whole number. The Committee in its solereiiion, may also make such adjustments in thest@frany Award to reflect, or related
to, such changes in the capital structure of the@uoy or distributions as it deems appropriatduding modification of Performance Goals,
Performance Award Formulas and Performance Periddsadjustments determined by the Committee patgoahis Section 4.2 shall be
final, binding and conclusive.

5. ELIGIBILITY AND A WARD L IMITATIONS .

5.1Persons Eligible for Awards.Awards may be granted only to Employees, Consudtant Directors. For purposes of the foregoing
sentence, “Employees,” “Consultants”and “Directaskall include prospective Employees, prospectiwadditants and prospective Directors
to whom Awards are granted in connection with writbffers of an employment or other service refetiop with the Participating Company
Group; provided, however, that no Stock subjectrtp such Award shall vest, become exercisable assued prior to the date on which such
person commences Service. A Nonemployee Directarduwnay be granted only to a person who, at the tifgrant, is a Nonemployee
Director.

5.2 Participation. Awards other than Nonemployee Director Awards aeatgd solely at the discretion of the Committdigilde
persons may be granted more than one Award. Howexeepting Nonemployee Director Awards, eligililih accordance with this Section
shall not entitle any person to be granted an Anarrchaving been granted an Award, to be granteaidaitional Award.

5.3Incentive Stock Option Limitations.

(a) Persons Eligible An Incentive Stock Option may be granted only fzeason who, on the effective date of grant, is an
Employee of the Company, a Parent CorporationQulzsidiary Corporation (each being“at50-Qualifying Corporation” ). Any person
who is not an Employee of an 1ISO-Qualifying Corpimmaon the effective date of the grant of an Optio such person may be granted only a
Nonstatutory Stock Option. An Incentive Stock Optgranted to a prospective Employee upon the condibat such person become
Employee of an ISO-Qualifying Corporation shalldemmed granted effective on the date such persomeaces Service with an ISO-
Qualifying Corporation, with an exercise price detmed as of such date in accordance with Sectibn 6

(b) Fair Market Value Limitation. To the extent that options designated as Incei®teek Options (granted under all stock option
plans of the Participating Company Group, includimg Plan) become exercisable by a Participarthfirst time during any
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calendar year for stock having a Fair Market Vateater than One Hundred Thousand Dollars ($100, & portion of such options which
exceeds such amount shall be treated as Nonstatitock Options. For purposes of this Section,agidesignated as Incentive Stock
Options shall be taken into account in the ordewvliich they were granted, and the Fair Market Valfistock shall be determined as of the
time the option with respect to such stock is grdntf the Code is amended to provide for a linotadifferent from that set forth in this
Section, such different limitation shall be deernrembrporated herein effective as of the date aritl mispect to such Options as required or
permitted by such amendment to the Code. If andDp$ treated as an Incentive Stock Option in pad as a Nonstatutory Stock Option in
part by reason of the limitation set forth in tBisction, the Participant may designate which pertibsuch Option the Participant is
exercising. In the absence of such designationP#racipant shall be deemed to have exercisethttentive Stock Option portion of the
Option first. Upon exercise, shares issued pursteagach such portion shall be separately idedtifie

5.4 Award Limits.

(a) Maximum Number of Shares Issuable Pursuant to Indére Stock OptionsSubject to adjustment as provided in Section 4.2,
the maximum aggregate number of shares of Sto¢krthg be issued under the Plan pursuant to theiseesf Incentive Stock Options shall
not exceed twelve million (12,000,000) shares. magimum aggregate number of shares of Stock thathmassued under the Plan pursuant
to all Awards other than Incentive Stock Optionalkhe the number of shares determined in accoslaiith Section 4.1, subject to
adjustment as provided in Section 4.2 and furthbjext to the limitation set forth in Section 54f&low.

(b) Aggregate Limit on Full Value AwardsSubject to adjustment as provided in Section 4.20i event shall more than twelve
million (12,000,000) shares in the aggregate heeidsinder the Plan pursuant to the exercise desatht of Restricted Stock Awards,
Restricted Stock Unit Awards and Performance Awgtlsll Value Awards”). Except with respect to a xirmum of five percent (5%) of the
shares of Stock authorized in this Section 5.4y, Full Value Awards which vest on the basis ef Btarticipans continued Service shall r
provide for vesting which is any more rapid thanwail pro rata vesting over a three (3) year pesiodl any Full Value Awards which vest
upon the attainment of Performance Goals shallideofor a Performance Period of at least twelvg (@@nths.

(c) Section 162(m) Award LimitsThe following limits shall apply to the grant ofyaAward if, at the time of grant, the Company
is a “publicly held corporation” within the meaniof§ Section 162(m).

(i) Options and SARs.Subject to adjustment as provided in Section Zmployee shall be granted within any fiscal
year of the Company one or more Options or FredsigrSARSs which in the aggregate are for more #0000 shares of Stock reserved
issuance under the Plan.

(i) Restricted Stock and Restricted Stock Unit AwardsSubject to adjustment as provided in Section Zmployee
shall be granted within any fiscal year of the Campone or more Restricted Stock Awards or Restti&tock Unit Awards, subject to
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Vesting Conditions based on the attainment of Perdmce Goals, for more than 400,000 shares of Stmekved for issuance under the Plan.

(iii) Performance Awards.Subject to adjustment as provided in Section 0Z mployee shall be granted (1) one or more
awards of Performance Shares which could resslialn Employee receiving more than 400,000 shar8sozk reserved for issuance under
the Plan for each full fiscal year of the Compaowteined in the Performance Period for such Awand, (2) one or more awards of
Performance Units which could result in such Empyeceiving more than five million dollars ($5 lioih) for each full fiscal year of the
Company contained in the Performance Period fan gweard, with such amount to be pro-rated for Penfnce Periods of less than one full
fiscal year.

6. T ERMS AND C ONDITIONS OF O PTIONS .

Options shall be evidenced by Award Agreementsipeg the number of shares of Stock covered thgregbsuch form as the
Committee shall from time to time establish. No iOptor purported Option shall be a valid and bigdabligation of the Company unless
evidenced by a fully executed Award Agreement. Alvagreements evidencing Options may incorporateradiny of the terms of the Plan
by reference and, except as otherwise set forBeation 7 with respect to Nonemployee Director @nj shall comply with and be subject to
the following terms and conditions:

6.1 Exercise Price. The exercise price for each Option shall be esthétl in the discretion of the Committee; provideayever, that
(a) the exercise price per share shall be notttessthe Fair Market Value of a share of Stockhmndffective date of grant of the Option and
(b) no Incentive Stock Option granted to a Ten Eer©wner shall have an exercise price per shasethan one hundred ten percent
(110%) of the Fair Market Value of a share of Stonkhe effective date of grant of the Option. Nitttatanding the foregoing, an Option
(whether an Incentive Stock Option or a Nonstatugtock Option) may be granted with an exerciseepldwer than the minimum exercise
price set forth above if such Option is grantedspant to an assumption or substitution for anabpéion in a manner qualifying under the
provisions of Section 424(a) of the Code.

6.2 Exercisability and Term of Options. Options shall be exercisable at such time or tirmaespon such event or events, and subje
such terms, conditions, performance criteria astrictions as shall be determined by the Commitee set forth in the Award Agreement
evidencing such Option; provided, however, than@PDption shall be exercisable after the expiratibten (10) years after the effective date
of grant of such Option, (b) no Incentive Stock iDptgranted to a Ten Percent Owner shall be exarig@safter the expiration of five (5) ye:
after the effective date of grant of such Optiard &) no Option granted to a prospective Emplopeaspective Consultant or prospective
Director may become exercisable prior to the datevbich such person commences Service. Subjebetiotegoing, unless otherwise
specified by the Committee in the grant of an Qptemy Option granted hereunder shall terminat€X8hyears after the effective date of
grant of the Option, unless earlier terminateddooadance with its provisions.
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6.3 Payment of Exercise Price.

(a) Forms of Consideration Authorized=xcept as otherwise provided below, payment okttercise price for the number of
shares of Stock being purchased pursuant to angioghall be made (i) in cash, by check or in caghivalent, (ii) by tender to the Compa
or attestation to the ownership, of shares of Staeked by the Participant having a Fair Market éahot less than the exercise price, (iii) by
delivery of a properly executed notice of exert¢agether with irrevocable instructions to a bropeaviding for the assignment to the
Company of the proceeds of a sale or loan withaetstp some or all of the shares being acquirech tipe exercise of the Option (including,
without limitation, through an exercise complyingwthe provisions of Regulation T as promulgatexhf time to time by the Board of
Governors of the Federal Reserve Systemi) Cashless Exercisé ), (iv) by delivery of a properly executed notideeaercise electing a Net-
Exercise, (V) by such other consideration as magdpeoved by the Committee from time to time todkeent permitted by applicable law, or
(vi) by any combination thereof. The Committee naagny time or from time to time grant Options whao not permit all of the foregoing
forms of consideration to be used in payment ofetkercise price or which otherwise restrict onenore forms of consideration.

(b) Limitations on Forms of Consideration.

() Tender of Stock.Notwithstanding the foregoing, an Option may noekercised by tender to the Company, or
attestation to the ownership, of shares of Stodkécextent such tender or attestation would ctutsta violation of the provisions of any law,
regulation or agreement restricting the redemptiibthe Company’s stock.

(i) Cashless ExerciseThe Company reserves, at any and all times, thn, riig the Company sole and absolute discreti
to establish, decline to approve or terminate aogiam or procedures for the exercise of Optionmbgns of a Cashless Exercise, including
with respect to one or more Participants specifigthe Company notwithstanding that such prograprocedures may be available to other
Participants.

6.4 Effect of Termination of Service.

(a) Option Exercisability. Subject to earlier termination of the Option aseot¥ise provided herein and unless otherwise pralvide
by the Committee, an Option shall be exercisalikr af Participant’s termination of Service onlyidgrthe applicable time periods provided
in the Award Agreement.

(b) Extension if Exercise Prevented by LavNotwithstanding the foregoing, unless the Commiftemsides otherwise in the
Award Agreement, if the exercise of an Option witthie applicable time periods is prevented by tlogipions of Section 14.1 below, the
Option shall remain exercisable until three (3) ther{or such longer period of time as determinethleyCommittee, in its discretion) after
the date the Participant is notified by the Comptinay the Option is exercisable, but in any evenlater than the Option Expiration Date.

(c) Extension if Participant Subject to Section 16]bNotwithstanding the foregoing, if a sale within #ugplicable time periods
shares acquired upon the exercise of the
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Option would subject the Participant to suit unflection 16(b) of the Exchange Act, the Option steatiain exercisable until the earliest to
occur of (i) the tenth (10th) day following the eain which a sale of such shares by the Particigantd no longer be subject to such suit,
(i) the one hundred and ninetieth (190th) dayrafte Participant’s termination of Service, or)(the Option Expiration Date.

6.5 Transferability of Options. During the lifetime of the Participant, an Optidrali be exercisable only by the Participant or the
Participant’s guardian or legal representativeoito the issuance of shares of Stock upon theceseeof an Option, the Option shall not be
subject in any manner to anticipation, alienatsale, exchange, transfer, assignment, pledge, éaamce, or garnishment by creditors of the
Participant or the Participant’s beneficiary, exdepnsfer by will or by the laws of descent anstibution. Notwithstanding the foregoing, to
the extent permitted by the Committee, in its éifon, and set forth in the Award Agreement evidiegsuch Option, a Nonstatutory Stock
Option shall be assignable or transferable sulbjettie applicable limitations, if any, describedhe General Instructions to Form S-8
Registration Statement under the Securities Act.

7. T ERMS AND C ONDITIONS OF N ONEMPLOYEE D IRECTOR A WARDS.

Nonemployee Director Awards shall be evidenced g/l Agreements in such form as the Board shath flime to time establish.
Such Award Agreements may incorporate all or anthefterms of the Plan by reference, shall be aaticrand non-discretionary and shall
comply with and be subject to the terms and coolitiset forth in this Section 7.

For purposes of this Section 7 as amended on Dexreh8h 2009, each year the Board shall approvegrémet date for all Nonemployee
Director awards to be made under this Section€ ‘@rant Date”), which shall be the same as thetgitate approved each year by the
Committee for the annual Plan Awards to be mademiployees in accordance with guidelines approvethbyCommittee (“Annual
Awards”). Solely for purposes of determining thenter of shares of Stock covered by Restricted Séae&rds and Restricted Stock Units
described in Section 7.1 and Section 7.4, the “Mairket Value of the Stock on Grant Dat&/hjch may be determined by an average or ¢
method) shall be approved by the Board each yahshall be the same as that used to determineuthber of Annual Awards.

7.1 Automatic Grant of Restricted Stock.

(a) Timing and Amount of GrantFor each calendar year, each person who is a NdogegDirector on the Grant Date shall be
granted a Restricted Stock Award to purchase a puwftshares of Stock determined by dividing fditye thousand dollars ($45,000) by the
Fair Market Value of the Stock on the Grant Date] eounding down to the nearest whole number.

(b) Vesting.The shares subject to the Restricted Stock Awaadtgd pursuant to Section 7.1(a) shall vest in leapraual
installments of twenty percent (20%) on each ansag of the Grant Date, with one hundred perced®¥) of the shares vested on the fifth
anniversary of the Grant Date.
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7.2 Annual Election to Receive Nonstatutory Stock Optin and Restricted Stock UnitsOn a date no later than December 31 of each
calendar year during the term of the Plan, eacbgmewho is then a Nonemployee Director shall deliwghe Board a written election to
receive either Nonstatutory Stock Options or Ret&d Stock Units, or both, with an aggregate valu®45,000, on the Grant Date for the
following calendar year, provided the person cargsto be a Nonemployee Director on the Grant Datéonemployee Director may
allocate between Nonstatutory Stock Options andrRResd Stock Units in minimum increments with dueequal to $5,000, as determine
accordance with Sections 7.3 and 7.4. All awarddaistatutory Stock Options and Restricted Stockdinade to Nonemployee Directors
shall comply with the provisions of Sections 7.8 &, respectively. A Nonemployee Director whasféd make a timely election or who
first becomes a Nonemployee Director after Decerlidsut before the Grant Date for the followingeralar year shall be awarded
Nonstatutory Stock Options and Restricted StockdJeéich with a value of $22,500, as determineddor@ance with Sections 7.3 and °
provided the Nonemployee Director continues to blmaemployee Director on the Grant Date.

7.3 Grant of Nonstatutory Stock Option.

(a) Timing and Amount of Grant For each calendar year, unless a NonemployeetDirmade an election to decline the awai
a Nonstatutory Stock Option in accordance with i8act.7, each person who is a Nonemployee Diramtahe Grant Date shall receive a
grant of a Nonstatutory Stock Option with an aggtegralue equal to $5,000, $10,000, $15,000, $20 826,000 $30,000, $35,000, $40,000,
or $45,000 as previously elected by the Nonempl®jesctor (or $22,500 in the case of a Nonempldy&ector who failed to make a timely
election or who became a Nonemployee Director leetioe Grant Date for a particular year but aftecédeber 31 of the previous year) (the
Elected Option Value’ ).

The number of shares subject to the NonstatutagkSDption shall be determined by dividing the EdelcOption Value by the value of a
Nonstatutory Stock Option to purchase a singleesbfStock as of the Grant Date. The per shar@optilue shall be calculated
accordance with the Black-Scholes stock optionatadm method using the average closing price oflstluring the preceding months of
November, December, and January, and reducingatheption value by twenty percent (20%). The résglhumber of shares subject to
Nonstatutory Stock Option shall be rounded dowihéonearest whole share. No person shall receive than one grant of Nonstatutc
Stock Options pursuant to this Section 7.3(a) duany calendar year.

(b) Exercise Price and PaymentThe exercise price of each Nonstatutory Stockddmiranted pursuant to Section 7.3(a) shall be
the Fair Market Value of the Stock on the GranteDahe payment of the exercise price for the numbshares of Stock being purchased
pursuant to the Nonstatutory Stock Option shaliaele in accordance with the provisions of Secti@n 6

(c) Vesting and Exercisability The Nonstatutory Stock Option granted in accocdanith this Section shall become vested and
exercisable as to one third (1/3) of the sharegestilp the Nonstatutory Stock Option on the se¢timdd and fourth anniversaries of the
Grant Date, respectively. The Nonstatutory Stockiddpshall terminate ten (10) years after the GEzate, unless earlier terminated in
accordance with its provisions.
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7.4 Grant of Restricted Stock Unit.

(a) Timing and Amount of Grant For each calendar year, unless a NonemployeetDirsmade an election to decline the awai
a Restricted Stock Unit in accordance with Secfigh each person who is a Nonemployee DirectoherGrant Date shall receive a grant
Restricted Stock Unit with an aggregate value etu&b,000, $10,000, $15,000, $20,000, $25,000,0880 $35,000, $40,000, or $45,000, as
previously elected by the Nonemployee Director§®2,500 in the case of a Nonemployee Director vatiled to make a timely election or
who became a Nonemployee Director after Decembé&uB8before the Grant Date) (tH€lected Stock Unit Value”). The number of
Restricted Stock Units shall be determined by dingdhe Elected Stock Unit Value by the Fair MarWatue of the Stock on the Grant Date
(including fractions computed to three decimal pic The Restricted Stock Units awarded to a Not@yap Director shall be credited to the
director’s Restricted Stock Unit account. Each RestrictediSUnit awarded to a Nonemployee Director in adaace with this Section 7.4
shall be deemed to be equal to one (1) (or fradhieneof) share of Stock on the Grant Date, anl #teeafter fluctuate in value in
accordance with the Fair Market Value of the Stdéd.person shall receive more than one grant ofrReed Stock Units pursuant to this
Section 7.4(a) during any calendar year.

(b) Dividend Rights. Each Nonemployee Director’s Restricted Stock @Enitount shall be credited quarterly on each diwdde
payment date with additional shares of RestrictediSUnits (including fractions computed to threxidnal places) determined by dividing
(1) the amount of cash dividends paid on such @iterespect to the number of shares of Stock ssred by the Restricted Stock Units
previously credited to the account by (2) the Rarket Value per share of Stock on such date. @dditional Restricted Stock Units shall
subject to the same terms and conditions and bbalkttled in the same manner and at the samasirtiee Restricted Stock Units originally
subject to the Restricted Stock Unit Award.

(c) Settlement of Restricted Stock UnitRestricted Stock Units credited to a Nonempldyeector's Restricted Stock Unit
account shall be settled by the issuance of anl egumaber of shares of Stock, rounded down to ttarest whole share, upon the earliest of
(i) the Nonemployee Director’'s Separation from $Endue to Mandatory Retirement, (ii) the Nonempleyirector's Separation from
Service after five years of continuous servicefenBoard (“Director Retirement”), (iii) the Nonerogke Director’s death, (iv) the
Nonemployee Direct’s Disability (within the meaning of Section 409Athe Code), (v) a Change in Control that also tiares a
Section 409A Change in Control and (vi) the Noneyipk Directors Separation from Service following a Change int@onin the event of
distribution pursuant to Section 7.4(c)(iii) or {€Xiv), the Nonemployee Director shall receive 8teck in a lump sum distribution at the ti
of the applicable distribution event. In the cat&ections 7.4(c)(i), 7.4(c)(ii), 7.4(c)(v) and {Xvi), the Nonemployee Director shall receive
the Stock in a lump sum distribution in Januaryhef year following the year in which the applicaistribution event occurs; provided,
however, that the Nonemployee Director may eleztater than December 31 of the calendar year pghimdate of grant of the Restricted
Stock Units (or such later time permitted by Setcd@9A), (1) to receive a series of ten or lesg@gmately equal annual installments
commencing no later than January of the year fdaligwhe year in which the applicable distributiare,t occurred (such election to apply to
all such distribution events)
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or (2) to instead receive a lump sum at the tina e applicable distribution event occurs (suelt®n to apply to all such distribution
events).

7.5 Effect of Termination of Service as a NonemployeeiEctor.

(a) Status of Award Subject to earlier termination of the NonemployéeE&or Award as otherwise provided herein, théustaf
a Nonemployee Director Award shall be determinetbbgws:

(i) Death or Disability. If the Nonemployee Director’s Service terminates ttudeath or Disability (1) all shares subject to
the Restricted Stock Award shall become fully véstand the Participant (or the Participant’s lagakesentative or other person who
acquired the rights to the Restricted Stock byarax the Participant’s death) shall have the rightesell or transfer such shares at any time;
and (2) all Nonstatutory Stock Options held by Rtaticipant shall become fully vested and exerdésaind the Participant (or the
Participant’s legal representative or other pemsba acquired the rights to the Nonstatutory Stopiti@ by reason of the Participant’s death)
shall have the right to exercise the NonstatutaogiSOptions until the earlier of (a) the date tisaivelve (12) months after the date on wt
the Participant’s Service terminated, or (b) thei@pExpiration Date. If the Nonemployee Direct@cbmes “disabled,” within the meaning
of Section 409A of the Code or in the event of flmmemployee Director’s death, all Restricted Stdclits credited to the Nonemployee
Director’s account shall immediately vest and beegrayable, in accordance with Section 7.4(c), ¢oRarticipant (or the Participant’s legal
representative or other person who acquired thegitp the Restricted Stock Units by reason oRasicipant’s death) in the form of a
number of shares of Stock equal to the number efrRéed Stock Units credited to the Restrictedcktidnit account, rounded down to the
nearest whole share.

(i) Mandatory Retirement . If the Participant’s Service terminates becaddb@Mandatory Retirement of the Participant
(1) all shares subject to the Restricted Stock Avgdnall become fully vested, and the Participaati dtave the right to resell or transfer such
shares at any time; and (2) all Nonstatutory St@pkions held by the Participant shall become fultgted and exercisable and the Participant
shall have the right to exercise the NonstatutaogISOptions until the earlier of (a) the date tisdive (5) years after the date on which the
Participant’s Service terminated, or (b) the Optipiration Date. If the Nonemployee Director Segpes from Service due to Mandatory
Retirement, all Restricted Stock Units crediteth® Nonemployee Director’s account shall immedjatelst and become payable to the
Participant in accordance with Section 7.4(c) above

(iii) Other Termination of Service.If the Participant’s Service terminates for anys@aother than those enumerated in
Sections 7.5(a)(i) and 7.5(a)(ii), (1) any unvesthdres of Restricted Stock shall be forfeitechto@Gompany and from and after the date of
such termination, the Participant shall cease ta dleareholder with respect to such forfeited shanel shall have no dividend, voting or of
rights with respect thereto and (2) the unvestatiggoof any Nonstatutory Stock Option shall terati and any portion of the Nonstatutory
Stock Option exercisable by the Participant ondée on which the Participant’'s Service terminatey be exercised until the earlier of
(a) the date that is three (3) months after the datwhich the Participant’s Service terminatedpdthe Option Expiration Date. If the

18



Nonemployee Director Separates from Service padhé occurrence of any of the distribution evesetsforth in Section 7.4(c), all Restrict

Stock Units credited to the Participant’s accolnatlisbe forfeited on the date of such SeparatiomfService; provided, however, that if the
Nonemployee Director Separates from Service d@egending Disability determination such forfeitstell not occur until a finding that st

Disability has not occurred.

(iv) Notwithstanding the provisions of Section 7)5lirough 7.5(iii) above, the Board, in its soleatetion, may establish
different terms and conditions pertaining to Nonéayee Director Awards.

(b) Extension if Exercise Prevented by LavwNotwithstanding the foregoing, if the exercise di@nstatutory Stock Option within
the applicable time periods set forth in Sectid(a). is prevented by the provisions of Section belbw, the Nonstatutory Stock Option st
remain exercisable until three (3) months afterdhie the Participant is notified by the Comparat the Nonstatutory Stock Option is
exercisable, but in any event no later than theddExpiration Date.

(c) Extension if Participant Subject to Section 16]bNotwithstanding the foregoing, if a sale within #ygplicable time periods
set forth in Section 7.5(a) of shares acquired uperexercise of the Nonstatutory Stock Option wWaulbject the Participant to suit under
Section 16(b) of the Exchange Act, the Nonstatuginck Option shall remain exercisable until thdiest to occur of (i) the tenth (10th) day
following the date on which a sale of such shayethb Participant would no longer be subject tchsauat, (i) the one hundred and ninetieth
(190th) day after the Participant’s terminatiorSefrvice, or (iii) the Option Expiration Date.

7.6 Effect of Change in Control on Nonemployee DirectoAwards. Upon the occurrence of a Change in Control, (i)Mbgting of all
shares of Restricted Stock granted pursuant taddectl(a) shall be accelerated so that all sueheshbecome fully vested, (ii) the vesting of
Nonstatutory Stock Options granted pursuant toi@eat 3(a) shall be accelerated and such Nonstgt@®mck Options shall remain ful
exercisable until the Option Expiration Date, aiiijl §ll Restricted Stock Units shall immediatelgst and be settled in accordance with
Section 7.4(c).

7.7 Right to Decline Nonemployee Director AwardsNotwithstanding the foregoing, any person may el@ttto receive a
Nonemployee Director Award by delivering writtentice of such election to the Board no later thandhy prior to the date su
Nonemployee Director Award would otherwise be gednfA person so declining a Nonemployee Directoafdishall receive no payment
other consideration in lieu of such declined Nonkyge Director Award. A person who has declinedamé&mployee Director Award may
revoke such election by delivering written noti¢esoch revocation to the Board no later than thepi#or to the date such Nonemployee
Director Award would be granted.

8. T ERMS AND C ONDITIONS OF STOCK A PPRECIATION R IGHTS .

Stock Appreciation Rights shall be evidenced by Alvagreements specifying the number of shares @fiSsubject to the Awar
in such form as the Committee shall from
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time to time establish. No SAR or purported SARlIgbea valid and binding obligation of the Compamjess evidenced by a fully executed
Award Agreement. Award Agreements evidencing SARy mcorporate all or any of the terms of the Rigmeference and shall comply
with and be subject to the following terms and d¢bouds:

8.1 Types of SARs Authorized SARs may be granted in tandem with all or any partf a related Option (aTandem SAR’ ) or
may be granted independently of any Optioh f@eestanding SAR ). A Tandem SAR may be granted either concurremtlly the grant of
the related Option or at any time thereafter piaathe complete exercise, termination, expiratiooancellation of such related Option.

8.2 Exercise Price.The exercise price for each SAR shall be estaldighé¢he discretion of the Committee; provided, lewer, that
(a) the exercise price per share subject to a Tar&R shall be the exercise price per share utdereiated Option and (b) the exercise |
per share subject to a Freestanding SAR shall bies®than the Fair Market Value of a share otlstm the effective date of grant of the
SAR.

8.3 Exercisability and Term of SARs.

(a) Tandem SARsTandem SARs shall be exercisable only at the tinteta the extent, and only to the extent, thatr#hated
Option is exercisable, subject to such provisistha Committee may specify where the Tandem SAfRaisted with respect to less than the
full number of shares of Stock subject to the ezlgdption.

(b) Freestanding SARsEFreestanding SARs shall be exercisable at suchdirtienes, or upon such event or events, and sutgjec
such terms, conditions, performance criteria astrictions as shall be determined by the Commitee set forth in the Award Agreement
evidencing such SAR; provided, however, that nestending SAR shall be exercisable after the etipiraf ten (10) years after the
effective date of grant of such SAR.

8.4Deemed Exercise of SARdf, on the date on which an SAR would otherwisenieate or expire, the SAR by its terms remains
exercisable immediately prior to such terminatioxpiration and, if so exercised, would resuldipayment to the holder of such SAR, then
any portion of such SAR which has not previouslgrbexercised shall automatically be deemed to becesed as of such date with respect to
such portion.

8.5 Effect of Termination of Service.Subject to earlier termination of the SAR as othsewprovided herein and unless otherwise
provided by the Committee in the grant of an SAR set forth in the Award Agreement, an SAR shalékercisable after a Participant’s
termination of Service only as provided in the Adv&greement.

8.6 Nontransferability of SARs. During the lifetime of the Participant, an SAR dled exercisable only by the Participant or the
Participant’s guardian or legal representativeoito the exercise of an SAR, the SAR shall nogidgect in any manner to anticipation,
alienation, sale, exchange, transfer, assignmésdgp, encumbrance, or garnishment by creditoteoParticipant or the Participant’s
beneficiary, except transfer by will or by the lagfdescent and distribution.
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9. T ERMS AND C ONDITIONS OF R ESTRICTED S TOCK A WARDS .

Restricted Stock Awards shall be evidenced by Awegrkements specifying the number of shares ofkSdabject to the Award,
in such form as the Committee shall from time moetiestablish. No Restricted Stock Award or purgbRestricted Stock Award shall be a
valid and binding obligation of the Company unles&lenced by a fully executed Award Agreement. Advagreements evidencing
Restricted Stock Awards may incorporate all or ahthe terms of the Plan by reference and shallgpmvith and be subject to the following
terms and conditions:

9.1 Types of Restricted Stock Awards AuthorizedRestricted Stock Awards may or may not requirepédngment of cash compensat
for the stock. Restricted Stock Awards may be g@unipon such conditions as the Committee shaltméte, including, without limitation,
upon the attainment of one or more Performance s3aedcribed in Section 10.4. If either the grarda Bfestricted Stock Award or the lapsing
of the Restriction Period is to be contingent upgmattainment of one or more Performance GoatsCthmmittee shall follow procedures
substantially equivalent to those set forth in Best 10.3 through 10.5(a).

9.2 Purchase Price.The purchase price, if any, for shares of Stoakabke under each Restricted Stock Award and thexenefa
payment shall be established by the Committeesidigicretion.

9.3 Purchase Period A Restricted Stock Award requiring the payment adtt consideration shall be exercisable within &ger
established by the Committee; provided, howevet, tio Restricted Stock Award granted to a prosped&mployee, prospective Consultant
or prospective Director may become exercisable poithe date on which such person commences ®ervic

9.4 Vesting and Restrictions on TransferShares issued pursuant to any Restricted Stockdmay or may not be made subject to
Vesting Conditions based upon the satisfactioruohsService requirements, conditions, restrictimngerformance criteria, including,
without limitation, Performance Goals as descritme8ection 10.4, as shall be established by ther@ittee and set forth in the Award
Agreement evidencing such Award. During any RetstricPeriod in which shares acquired pursuantRestricted Stock Award remain
subject to Vesting Conditions, such shares mayadatold, exchanged, transferred, pledged, assigneitherwise disposed of other than as
provided in the Award Agreement or as providedeagtn 9.7. Upon request by the Company, eachdijzatit shall execute any agreement
evidencing such transfer restrictions prior tobeeipt of shares of Stock hereunder and shall ptigmresent to the Company any and all
certificates representing shares of Stock acquieedunder for the placement on such certificategppfopriate legends evidencing any such
transfer restrictions.

9.5Voting Rights, Dividends and Distributions.Except as provided in this Section, Section 9.4@mdAward Agreement, during the
Restriction Period applicable to shares subjeatRestricted Stock Award, the Participant shallehal of the rights of a
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shareholder of the Company holding shares of Siaclyding the right to vote such shares and teikexall dividends and other distributions
paid with respect to such shares. However, in #e@teof a dividend or distribution paid in sharéStock or any other adjustment made upon
a change in the capital structure of the Compardgeasribed in Section 4.2, any and all new, sulistitor additional securities or other
property (other than normal cash dividends) to Whie Participant is entitled by reason of theiBigdnt's Restricted Stock Award shall be
immediately subject to the same Vesting Condit@snhe shares subject to the Restricted Stock Awdbhdrespect to which such dividends
or distributions were paid or adjustments were made

9.6 Effect of Termination of Service.Unless otherwise provided by the Committee in ttegof a Restricted Stock Award and set
forth in the Award Agreement, if a Participant'see terminates for any reason, whether voluntarinvoluntary (including the
Participant’s death or disability), then the Pépénit shall forfeit to the Company any shares aeguipy the Participant pursuant to a
Restricted Stock Award which remain subject to \resConditions as of the date of the Participatgisination of Service in exchange for
the payment of the purchase price, if any, paithieyParticipant. The Company shall have the riglatsisign at any time any repurchase right
it may have, whether or not such right is then eigsable, to one or more persons as may be selbgtdte Company.

9.7 Nontransferability of Restricted Stock Award Rights Prior to the issuance of shares of Stock pursueatRestricted Stock
Award, rights to acquire such shares shall notuiigest in any manner to anticipation, alienatialesexchange, transfer, assignment, pledge,
encumbrance or garnishment by creditors of theddzaint or the Participant’s beneficiary, excepnsfer by will or the laws of descent and
distribution. All rights with respect to a RestadtStock Award granted to a Participant hereunidigit be exercisable during his or her
lifetime only by such Participant or the Participamuardian or legal representative.

10. T ErRMS AND C ONDITIONS OF P ERFORMANCE A WARDS.

Performance Awards shall be evidenced by Award &mgeents in such form as the Committee shall frone tintime establish. N
Performance Award or purported Performance Awasadl §ie a valid and binding obligation of the Compaimless evidenced by a fully
executed Award Agreement. Award Agreements evidenBierformance Awards may incorporate all or anthefterms of the Plan by
reference and shall comply with and be subjedbédfollowing terms and conditions:

10.1Types of Performance Awards Authorized Performance Awards may be in the form of eithefd®erance Shares or Performa
Units. Each Award Agreement evidencing a Performafward shall specify the number of Performance&har Performance Units subject
thereto, the Performance Award Formula, the Perdoce Goal(s) and Performance Period applicableet@dtvard, and the other terms,
conditions and restrictions of the Award.

10.2Initial Value of Performance Shares and PerformanceJnits. Unless otherwise provided by the Committee in gnana
Performance Award, each Performance Share shadl &avnitial value equal to the Fair Market Vald®ne (1) share of Stock, subject to
adjustment as provided in Section 4.2, on the gffedate of grant of the Performance Share.
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Each Performance Unit shall have an initial valegdnined by the Committee. The final value payablihe Participant in settlement of a
Performance Award determined on the basis of tiicgble Performance Award Formula will depend loa éxtent to which Performance
Goals established by the Committee are attainddmibe applicable Performance Period establislyettidd Committee.

10.3Establishment of Performance Period, Performance Gals and Performance Award Formula.ln granting each Performance
Award, the Committee shall establish in writing &pplicable Performance Period, Performance Awarthila and one or more Performa
Goals which, when measured at the end of the Reaioce Period, shall determine on the basis of énfnance Award Formula the final
value of the Performance Award to be paid to the#id®ant. To the extent compliance with the regoients under Section 162(m) with
respect to “performance-based compensation” isethsihe Committee shall establish the Perform&ua(s) and Performance Award
Formula applicable to each Performance Award rer lan the earlier of (a) the date ninety (90)sdayer the commencement of the
applicable Performance Period or (b) the date oictw®5% of the Performance Period has elapsed,iamahy event, at a time when the
outcome of the Performance Goals remains subdigniizcertain. Once established, the Performancal$sand Performance Award Formula
shall not be changed during the Performance Pefiod.Company shall notify each Participant graméerformance Award of the terms of
such Award, including the Performance Period, RPerémce Goal(s) and Performance Award Formula.

10.4Measurement of Performance GoalsPerformance Goals shall be established by the Ctreron the basis of targets to be
attained (¢ Performance Target$ ) with respect to one or more measures of busioeBsancial performance (each; @erformance
Measure” ), subject to the following:

(a) Performance MeasuresRerformance Measures shall be calculated with ctspehe Company and/or each Subsidiary
Corporation and/or such division or other busingssas may be selected by the Committee. Perfocendfeasures may be based upon ol
more of the following objectively defined and noisatetionary business criteria and any other objelst verifiable and non-discretionary
adjustments permitted and pre-established by thmerfitiee in accordance with Section 162(m), as datexd by the Committee: (i) sales
revenue; (ii) gross margin; (iii) operating margiiv) operating income; (v) pre-tax profit; (vi) méngs before interest, taxes and depreciation
and amortization (EBITDA)/adjusted EBITDA; (vii) himcome; (viii) expenses; (ix) the market pricetted Stock; (x) earnings per share;
(xi) return on shareholder equity or assets; ¢&turn on capital; (xiii) return on net assetsy>@¢conomic profit or economic value added
(EVA); (xv) market share; (xvi) customer satisfactj (xvii) safety; (xviii) total shareholder returfxix) earnings; (xx) cash flow;

(xxi) revenue; (xxii) profits before interest arakés; (xxiii) profit/loss; (xxiv) profit margin; @) working capital; (xxvi) price/earnings ratio;
(xxvii) debt or debt-to-equity; (xxviii) accountsaeivable; (xxix) write-offs; (xxx) cash; (xxxi) s&ts; (xxxii) liquidity; (xxxiii) earnings from
operations; (xxxiv) operational reliability; (xxx@nvironmental performance; (xxxvi) funds from cgt@ns; (xxxvii) adjusted revenues;
(xxxviii) free cash flow; or (xxxix) core earnings.

(b) Performance TargetsPerformance Targets may include a minimum, maxintanget level and intermediate levels of
performance, with the final value of a
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Performance Award determined under the applicabiéoRnance Award Formula by the level attained myithe applicable Performance
Period. A Performance Target may be stated as soiwb value or as a value determined relativedimadard selected by the Committee.

10.5Settlement of Performance Awards.

(a) Determination of Final Value.As soon as practicable, but no later than the d&shof the third month following the
completion of the Performance Period applicable Rerformance Award, the Committee shall certifwiiting the extent to which the
applicable Performance Goals have been attainethanesulting final value of the Award earned g Participant and to be paid upon its
settlement in accordance with the applicable Pevéorce Award Formula.

(b) Discretionary Adjustment of Award Formuldn its discretion, the Committee may, either attilvee it grants a Performance
Award or at any time thereafter, provide for thaifige or negative adjustment of the PerformancesinFormula applicable to a
Performance Award that is not intended to congtitqualified performance based compensation” toavéred employeekithin the meanin
of Section 162(m) (& Covered Employet ) to reflect such Participant’s individual perfornea in his or her position with the Company or
such other factors as the Committee may deterrkifid. respect to a Performance Award intended tastitute qualified performance-based
compensation to a Covered Employee, the Committek Isave the discretion to reduce some or alhefitalue of the Performance Award
that would otherwise be paid to the Covered Empay@on its settlement notwithstanding the attaintroéany Performance Goal and the
resulting value of the Performance Award determinesiccordance with the Performance Award Formula.

(c) Payment in Settlement of Performance Awardss soon as practicable following the Committee'sedaination and
certification in accordance with Sections 10.5¢&] &) but, in any case, no later than the 15thafdkie third month following completion of
the Performance Period applicable to a Performangad, payment shall be made to each eligible Eigent (or such Participant’s legal
representative or other person who acquired the ti@greceive such payment by reason of the Ppatitis death) of the final value of the
Participant’s Performance Award. Payment of suchwahshall be made in cash, shares of Stock, omdmation thereof as determined by
the Committee.

10.6Voting Rights, Dividend Equivalent Rights and Distibutions. Participants shall have no voting rights with redge shares of
Stock represented by Performance Share Awardsthatilate of the issuance of such shares, if ang\@enced by the appropriate entry on
the books of the Company or of a duly authorizedsfer agent of the Company). However, the Comaitteits discretion, may provide in
the Award Agreement evidencing any Performance&Aarard that the Participant shall be entitleddosive Dividend Equivalents with
respect to the payment of cash dividends on Stawknly a record date prior to the date on whichRegormance Shares are settled or
forfeited. Such Dividend Equivalents, if any, sHadl credited to the Participant in the form of éiddial whole Performance Shares as of the
date of payment of such cash dividends on Stoc&.ntimber of additional Performance Shares (routmétk nearest whole number) to be
so credited shall be determined by dividing (a)dhmunt of cash dividends paid on such date withaet to the number of shares of Stock
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represented by the Performance Shares previoustdited to the Participant by (b) the Fair Marketéaper share of Stock on such date.
Dividend Equivalents may be paid currently or mayascumulated and paid to the extent that Perfacem8hares become nonforfeitable, as
determined by the Committee in accordance withi&eet09A of the Code. Settlement of Dividend Eqilewés may be made in cash, shares
of Stock, or a combination thereof as determinethyCommittee, and may be paid on the same basistdement of the related
Performance Share as provided in Section 10.5dBnhd Equivalents shall not be paid with respe&ddormance Units. In the event of a
dividend or distribution paid in shares of Stockaoy other adjustment made upon a change in thgatapucture of the Company as
described in Section 4.2, appropriate adjustmdrd be made in the Participant’s Performance SAarard so that it represents the right to
receive upon settlement any and all new, substitateadditional securities or other property (ottiemn normal cash dividends) to which the
Participant would be entitled by reason of the ehaf Stock issuable upon settlement of the Pedoo®m Share Award, and all such new,
substituted or additional securities or other propshall be immediately subject to the same Paréorce Goals as are applicable to the
Award.

10.7Effect of Termination of Service.Unless otherwise provided by the Committee in ttaagof a Performance Award and set forth
in the Award Agreement, the effect of a Participatgrmination of Service on the Performance Awgtrdll be as follows:

(a) Death or Disability.If the Participant’s Service terminates becausth®fdeath or Disability of the Participant befdre t
completion of the Performance Period applicabléatoPerformance Award, the final value of the Rgréint's Performance Award shall be
determined by the extent to which the applicablédPeance Goals have been attained with respetietentire Performance Period and shall
be prorated based on the number of months of thteipant’s Service during the Performance Peralyment shall be made following the
end of the Performance Period in any manner paxcthiiy Section 10.5.

(b) Other Termination of Servicelf the Participant’s Service terminates for anysmaexcept death or Disability before the
completion of the Performance Period applicabléaéoPerformance Award, such Award shall be for€eiteits entirety; provided, however,
that in the event of an involuntary terminatiorttoé Participant’s Service, the Committee, in ite shiscretion, may waive the automatic
forfeiture of all or any portion of any such Award.

10.8Nontransferability of Performance Awards. Prior to settlement in accordance with the provisiof the Plan, no Performance
Award shall be subject in any manner to anticipatalienation, sale, exchange, transfer, assignrpdge, encumbrance, or garnishment by
creditors of the Participant or the Participaneséficiary, except transfer by will or by the laefsdescent and distribution. All rights with
respect to a Performance Award granted to a Paatitihereunder shall be exercisable during hieofitetime only by such Participant or 1
Participant’s guardian or legal representative.

11. T ErMS AND C ONDITIONS OF R ESTRICTED STOCK U NIT A WARDS .
Restricted Stock Unit Awards shall be evidenced\imard Agreements
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specifying the number of Restricted Stock Unitsjectito the Award, in such form as the Committeglisihom time to time establish. No
Restricted Stock Unit Award or purported Restricgtdck Unit Award shall be a valid and binding ghlion of the Company unless
evidenced by a fully executed Award Agreement. Alvagreements evidencing Restricted Stock Units magrporate all or any of the
terms of the Plan by reference and shall compli aitd be subject to the following terms and coodi

11.1Grant of Restricted Stock Unit Awards. Restricted Stock Unit Awards may be granted upah swnditions as the Committee
shall determine, including, without limitation, upthe attainment of one or more Performance Gaadsribed in Section 10.4. If either the
grant of a Restricted Stock Unit Award or the ViegtConditions with respect to such Award is to betimgent upon the attainment of one or
more Performance Goals, the Committee shall foppoecedures substantially equivalent to those sét fo Sections 10.3 through 10.5(a).

11.2Vesting. Restricted Stock Units may or may not be made stibjeVesting Conditions based upon the satisfaaifosuch Service
requirements, conditions, restrictions or perforogacriteria, including, without limitation, Perfoemce Goals as described in Section 10.4, as
shall be established by the Committee and set fortihe Award Agreement evidencing such Award.

11.3Voting Rights, Dividend Equivalent Rights and Distibutions. Participants shall have no voting rights with refpe shares of
Stock represented by Restricted Stock Units umgildate of the issuance of such shares (as evididydie appropriate entry on the books of
the Company or of a duly authorized transfer agéttte Company). However, the Committee, in itediion, may provide in the Award
Agreement evidencing any Restricted Stock Unit Aduaiat the Participant shall be entitled to rec&wddend Equivalents with respect to
the payment of cash dividends on Stock having ardedate prior to the date on which Restricted IStdwits held by such Participant are
settled. Such Dividend Equivalents, if any, shallgaid by crediting the Participant with additiomddole Restricted Stock Units as of the date
of payment of such cash dividends on Stock. Thebmsrof additional Restricted Stock Units (roundedhe nearest whole number) to be so
credited shall be determined by dividing (a) theoant of cash dividends paid on such date with retsjpethe number of shares of Stock
represented by the Restricted Stock Units prewoasdited to the Participant by (b) the Fair MaKalue per share of Stock on such date.
Such additional Restricted Stock Units shall bgesttiio the same terms and conditions and shalkkited in the same manner and at the
same time as the Restricted Stock Units originglllgject to the Restricted Stock Unit Award, prodidieat Dividend Equivalents may be
settled in cash, shares of Stock, or a combindkiereof as determined by the Committee. In the oka dividend or distribution paid in
shares of Stock or any other adjustment made uphage in the capital structure of the Compangessribed in Section 4.2, appropriate
adjustments shall be made in the Participant’sriRést Stock Unit Award so that it represents tightrto receive upon settlement any and all
new, substituted or additional securities or offreperty (other than normal cash dividends) to Wiiie Participant would be entitled by
reason of the shares of Stock issuable upon settieaf the Award, and all such new, substituteddititional securities or other property
shall be immediately subject to the same Vestingdilmns as are applicable to the Award.
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11.4Effect of Termination of Service.Unless otherwise provided by the Committee in ttagof a Restricted Stock Unit Award and
set forth in the Award Agreement, if a ParticiparBervice terminates for any reason, whether vatyrdr involuntary (including the
Participant’s death or disability), then the Paptnt shall forfeit to the Company any Restrictédc® Units pursuant to the Award which
remain subject to Vesting Conditions as of the déthe Participant’s termination of Service.

11.5Settlement of Restricted Stock Unit Awards The Company shall issue to a Participant on the datwhich Restricted Stock
Units subject to the ParticipastRestricted Stock Unit Award vest or on such ottage determined by the Committee, in its discretand se
forth in the Award Agreement one (1) share of Sttaid/or any other new, substituted or additioralsities or other property pursuant tc
adjustment described in Section 11.3) for eachriRést Stock Unit then becoming vested or otherwdske settled on such date, subject to
the withholding of applicable taxes. Notwithstarglthe foregoing, if permitted by the Committee aetiforth in the Award Agreement, the
Participant may elect in accordance with termsi§ipeldn the Award Agreement to defer receipt dfalany portion of the shares of Stock or
other property otherwise issuable to the Partidipainsuant to this Section.

11.6Nontransferability of Restricted Stock Unit Awards. Prior to the issuance of shares of Stock in sedfgrof a Restricted Stock
Unit Award, the Award shall not be subject in angmmer to anticipation, alienation, sale, exchatgasfer, assignment, pledge,
encumbrance, or garnishment by creditors of thédiaant or the Participant’s beneficiary, excapnsfer by will or by the laws of descent
and distribution. All rights with respect to a Reged Stock Unit Award granted to a Participantdumder shall be exercisable during his or
her lifetime only by such Participant or the Pap@mt's guardian or legal representative.

12. D ErFeRRED C OMPENSATION A WARDS .

12.1Establishment of Deferred Compensation Award Progrens. This Section 12 shall not be effective unless amd the
Committee determines to establish a program putdaahis Section. The Committee, in its discretiord upon such terms and conditions as
it may determine, may establish one or more programmsuant to the Plan under which:

(a) Participants designated by the Committee whdrasiders or otherwise among a select group dflhigpmpensated Employe
may irrevocably elect, prior to a date specifiedhyy Committee, to reduce such Particippetmpensation otherwise payable in cash (su
to any minimum or maximum reductions imposed byGloenmittee) and to be granted automatically at $imel or times as specified by the
Committee one or more Awards of Stock Units witbpect to such numbers of shares of Stock as detednm accordance with the rules of
the program established by the Committee and hauch other terms and conditions as establishaédebommittee.

(b) Participants designated by the Committee wedrmsiders or otherwise among a select group dflhigompensated Employe
may irrevocably elect, prior to a date specifiediy Committee, to be granted automatically an AwrStock Units with respect to such
number of shares of Stock and upon such other tantionditions as established by the
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Committee in lieu of cash or shares of Stock otlewssuable to such Participant upon the settléofesn Performance Award or
Performance Unit.

12.2Terms and Conditions of Deferred Compensation Award. Deferred Compensation Awards granted pursuantiscsiction 12
shall be evidenced by Award Agreements in such fasrthe Committee shall from time to time establidt such Deferred Compensation
Award or purported Deferred Compensation Awardldhah valid and binding obligation of the Compamyess evidenced by a fully
executed Award Agreement. Award Agreements evidenBieferred Compensation Awards may incorporateradiny of the terms of the
Plan by reference and shall comply with and beesthip the following terms and conditions:

(a) Vesting Conditions Deferred Compensation Awards shall not be suligeahy vesting conditions.

(b) Terms and Conditions of Stock Units

(i) Voting Rights, Dividend Equivalent Rights and Distibutions. Participants shall have no voting rights with respe
shares of Stock represented by Stock Units urdgibte of the issuance of such shares (as evidéycie appropriate entry on the books of
the Company or of a duly authorized transfer agétite Company). However, a Participant shall biled to receive Dividend Equivalents
with respect to the payment of cash dividends aclShaving a record date prior to the date on whitdtk Units held by such Participant are
settled. Such Dividend Equivalents shall be paidtegiting the Participant with additional wholedéor fractional Stock Units as of the date
of payment of such cash dividends on Stock. Thénatebf determining the number of additional Stocktilto be so credited shall be
specified by the Committee and set forth in the Advagreement. Such additional Stock Units shalsbleject to the same terms and
conditions and shall be settled in the same maaméat the same time as the Stock Units origirallject to the Stock Unit Award. In the
event of a dividend or distribution paid in shapéStock or any other adjustment made upon a chemife capital structure of the Company
as described in Section 4.2, appropriate adjussrardll be made in the Participant’s Stock Unit Advso that it represents the right to
receive upon settlement any and all new, substitateadditional securities or other property (ottian normal cash dividends) to which the
Participant would be entitled by reason of the sbaf Stock issuable upon settlement of the Award.

(i) Settlement of Stock Unit Awards.A Participant electing to receive an Award of Stafikits pursuant to this
Section 12, shall specify at the time of such &&ca settlement date with respect to such Awartoordance with rules established by the
Committee. The Company shall issue to the Partitippon the earlier of the settlement date eleliethe Participant or the date of the
Participant’s Separation from Service, a numbewiodle shares of Stock equal to the number of wBbtdek Units subject to the Stock Unit
Award. Such shares of Stock shall be fully vestedt] the Participant shall not be required to payaatditional consideration (other than
applicable tax withholding) to acquire such shafas; fractional Stock Unit subject to the Stock Ufsivard shall be settled by the Company
by payment in cash of an amount equal to the Faikkt Value as of the payment date of such fraatishare.
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(iii) Nontransferability of Stock Unit Awards. Prior to their settlement in accordance with thevjgion of the Plan, no
Stock Unit Award shall be subject in any mannearticipation, alienation, sale, exchange, transtssignment, pledge, encumbrance, or
garnishment by creditors of the Participant orRlagticipant’s beneficiary, except transfer by willby the laws of descent and distribution.
All rights with respect to a Stock Unit Award gradtto a Participant hereunder shall be exercighini@g his or her lifetime only by such
Participant or the Participant’s guardian or legalresentative.

13. O THER STOCK -B ASED A WARDS .

In addition to the Awards set forth in Sectiondifbtigh 12 above, the Committee, in its sole digmmetmay carry out the purpose of t
Plan by awarding Stock-Based Awards as it detersniode in the best interests of the Company ahjstto such other terms and
conditions as it deems necessary and appropriate.

14. C HANGE IN C ONTROL .

14.1Effect of Change in Control on Options and SARs In the event of a Change in Control, the survivicmntinuing, successor, or
purchasing corporation or other business entityasent thereof, as the case may be (the “Acqtiingmay, without the consent of any
Participant, either assume or continue the Compganghts and obligations under outstanding OptmmSARs or substitute for outstanding
Options or SARs substantially equivalent option§ARs covering the Acquiror’s stock. Any OptionsS#Rs which are neither assumed or
continued by the Acquiror in connection with thea@ie in Control nor exercised as of the Changeoimi©l shall, contingent on the Change
in Control, become fully vested and exercisable @diately prior to the Change in Control. Optiond &ARs which are assumed or
continued in connection with a Change in Contrallishe subject to such additional accelerated ngstind/or exercisability in connection
with the Participant’s subsequent termination af/ge as the Board may determine.

14.2Effect of Change in Control on Other Awards. In the event of a Change in Control, the Acquir@yiwithout the consent of al
Participant, either assume or continue the Comganghts and obligations under outstanding Awaittieiothan Options or SARS or
substitute for such Awards substantially equivalawards covering the Acquiror’s stock. Any such Adswhich are neither assumed or
continued by the Acquiror in connection with thea@e in Control shall, contingent on the Chang@antrol, become fully vested. Awards
which are assumed or continued in connection witthange in Control shall be subject to such adutiaccelerated vesting or lapse of
restrictions in connection with the Participant®bsequent termination of Service as the Board neégrohine.

14.3Nonemployee Director Awards. Notwithstanding the foregoing, Nonemployee Dioecdwards shall be subject to the terms of
Section 7, and not this Section 14.

15. C OMPLIANCE WITH SECURITIES L AW .

The grant of Awards and the issuance of sharesogk$ursuant to any Award shall be subject to deanpe with all applicable
requirements of federal, state and foreign law wéspect to such securities and the requiremeraaystock exchange or market system
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upon which the Stock may then be listed. In addijtito Award may be exercised or shares issued guotr$o an Award unless (a) a
registration statement under the Securities Adli sh#he time of such exercise or issuance bdfacewith respect to the shares issuable
pursuant to the Award or (b) in the opinion of legaunsel to the Company, the shares issuable antrsa the Award may be issued in
accordance with the terms of an applicable exemptmm the registration requirements of the Semgifct. The inability of the Company to
obtain from any regulatory body having jurisdictitre authority, if any, deemed by the Company’slegunsel to be necessary to the lawful
issuance and sale of any shares hereunder shella¢he Company of any liability in respect of fadure to issue or sell such shares as to
which such requisite authority shall not have beletained. As a condition to issuance of any Stdok,Company may require the Participant
to satisfy any qualifications that may be necessamppropriate, to evidence compliance with anliapble law or regulation and to make
any representation or warranty with respect thesistmay be requested by the Company.

16. T AX W ITHHOLDING .

16.1Tax Withholding in General. The Company shall have the right to deduct fromamy all payments made under the Plan, or to
require the Participant, through payroll withholglitash payment or otherwise, including by meares ©&shless Exercise or Net Exercise of
an Option, to make adequate provision for, theriEdstate, local and foreign taxes, if any, regdiby law to be withheld by the Participating
Company Group with respect to an Award or the shacgjuired pursuant thereto. The Company shall hawabligation to deliver shares of
Stock, to release shares of Stock from an escrtabkshed pursuant to an Award Agreement, or toavaky payment in cash under the Plan
until the Participating Company Group’s tax with#ialy obligations have been satisfied by the Padiaf.

16.2Withholding in Shares. The Company shall have the right, but not the alidn, to deduct from the shares of Stock issutthée
Participant upon the exercise or settlement of warél, or to accept from the Participant the terddea number of whole shares of Stock
having a Fair Market Value, as determined by then@any, equal to all or any part of the tax withlddobligations of the Participating
Company Group. The Fair Market Value of any shafestock withheld or tendered to satisfy any swhwithholding obligations shall not
exceed the amount determined by the applicablenmimi statutory withholding rates.

17. A MENDMENT OR T ERMINATION OF P LAN .

The Board or the Committee may amend, suspendruirtate the Plan at any time. However, withoutapproval of the
Company’s shareholders, there shall be (a) no@serén the maximum aggregate number of shareok $hat may be issued under the Plan
(except by operation of the provisions of Sectid)4(b) no change in the class of persons eligibleceive Incentive Stock Options, and
(c) no other amendment of the Plan that would regapproval of the Company’s shareholders undeaplicable law, regulation or rule.
Notwithstanding the foregoing, only the Board mayead Section 7. No amendment, suspension or tetioiinaf the Plan shall affect a1
then outstanding Award unless expressly providethbyBoard or the Committee. In any event, no ammamd, suspension or termination of
the Plan may adversely affect any then outstandlimgrd without the consent of the Participant uniessessary to comply with any
applicable law, regulation or rule.
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18. M ISCELLANEOUS P ROVISIONS .

18.1Repurchase Rights Shares issued under the Plan may be subject toranere repurchase options, or other conditions and
restrictions as determined by the Committee idligsretion at the time the Award is granted. ThenBany shall have the right to assign at
any time any repurchase right it may have, whethert such right is then exercisable, to one orenp@rsons as may be selected by the
Company. Upon request by the Company, each Patitghall execute any agreement evidencing sunkfaarestrictions prior to the rece
of shares of Stock hereunder and shall promptlggaeto the Company any and all certificates regsg shares of Stock acquired
hereunder for the placement on such certificateppfopriate legends evidencing any such transfrictions.

18.2Provision of Information. Each Participant shall be given access to infomnatbncerning the Company equivalent to that
information generally made available to the Compgaogmmon shareholders.

18.3Rights as Employee, Consultant or DirectorNo person, even though eligible pursuant to Sediahall have a right to be
selected as a Participant, or, having been sotedleto be selected again as a Participant. Nothitige Plan or any Award granted under the
Plan shall confer on any Participant a right toagman Employee, Consultant or Director or intexfaith or limit in any way any right of a
Participating Company to terminate the ParticipmB&rvice at any time. To the extent that an Engaayf a Participating Company other t
the Company receives an Award under the PlanAWaird shall in no event be understood or intergtétemean that the Company is the
Employee’s employer or that the Employee has an@mpent relationship with the Company.

18.4Rights as a ShareholderA Participant shall have no rights as a shareholdigr respect to any shares covered by an Awaril unt
the date of the issuance of such shares (as ewddcthe appropriate entry on the books of the @om or of a duly authorized transfer
agent of the Company). No adjustment shall be nfaddividends, distributions or other rights for isth the record date is prior to the date
such shares are issued, except as provided iro8ekf or another provision of the Plan.

18.5Fractional Shares.The Company shall not be required to issue fraatishares upon the exercise or settlement of angréw

18.6Severability . If any one or more of the provisions (or any phereof) of this Plan shall be held invalid, ik#@r unenforceable in
any respect, such provision shall be modified st asake it valid, legal and enforceable, and thiidity, legality and enforceability of the
remaining provisions (or any part thereof) of th@Pshall not in any way be affected or impairezt¢iy.

18.7Beneficiary Designation.Subject to local laws and procedures, each Paaticimay file with the Company a written designatd
a beneficiary who is to receive any benefit untderRlan to which the Participant is entitled in ¢lvent of such Participant’s death before he
or she receives any or all of such benefit. Eadigih@tion will revoke all prior designations by tseeme Participant, shall be in a form
prescribed by the Company, and will be effectivlyon
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when filed by the Participant in writing with the@pany during the Participant’s lifetime. If a mad Participant designates a beneficiary
other than the Participant’s spouse, the effectigerof such designation may be subject to the abwr$¢he Participant’s spouse. If a
Participant dies without an effective designatiba deneficiary who is living at the time of therfi@pant’s death, the Company will pay any
remaining unpaid benefits to the Participant’s legpresentative.

18.8Unfunded Obligation. Participants shall have the status of general umedareditors of the Company. Any amounts paytble
Participants pursuant to the Plan shall be unfurashebunsecured obligations for all purposes, inolgidwithout limitation, Title | of the
Employee Retirement Income Security Act of 1974 .Mdaticipating Company shall be required to segeegay monies from its general
funds, or to create any trusts, or establish aegigbaccounts with respect to such obligationge Thmpany shall retain at all times benefi
ownership of any investments, including trust inwents, which the Company may make to fulfill issyment obligations hereunder. Any
investments or the creation or maintenance of arst br any Participant account shall not createooistitute a trust or fiduciary relationship
between the Committee or any Participating Compard/a Participant, or otherwise create any vestéeieficial interest in any Participant
or the Participant’s creditors in any assets of Rasticipating Company. The Participants shall havelaim against any Participating
Company for any changes in the value of any asggith may be invested or reinvested by the Compeitty respect to the Plan. Each
Participating Company shall be responsible for mgkienefit payments pursuant to the Plan on beli#$ Participants or for reimbursing
the Company for the cost of such payments, asméted by the Company in its sole discretion. Inékent the respective Participating
Company fails to make such payment or reimbursenaeRarticipant’s (or other individual's) sole recge shall be against the respective
Participating Company, and not against the CompArBarticipant’s acceptance of an Award pursuamhéoPlan shall constitute agreement
with this provision.

18.9Choice of Law.Except to the extent governed by applicable fedava] the validity, interpretation, constructiondgmerformance
of the Plan and each Award Agreement shall be gmeeby the laws of the State of California, withcedgard to its conflict of law rules.

18.10Section 409A of the CodelNotwithstanding anything to the contrary in therRlep the extent any Award payable in connection
with a Participant's Separation from Service coutgs deferred compensation subject to (and nohpk&om) Section 409A of the Code and
(i) the Participant is deemed at the time of sseparation to be a “specified employee" under 8ecD9A of the Code and the Treasury
regulations thereunder, then payment shall not ddenor commence until the earlier of (i) six (6)ftis after such Separation from Service
or (ii) the date of the Participant’s death follogisuch Separation from Service; provided, howeaheat,such delay shall only be effected to
the extent required to avoid adverse tax treatiwetiite Participant, including (without limitatiotf)e additional twenty percent (20%) tax for
which the Participant would otherwise be liable en8ection 409A(a)(1)(B) of the Code in the absefeich delay. Upon the expiration of
the applicable delay period, any payment which wdwsve otherwise been paid during that period (ladrein a single sum or in installments)
in the absence of this paragraph shall be paidgdrarticipant or the Participant’s beneficiarpire lump sum on the first business day
immediately following such delay.
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$750,000,000
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and
U.S. BANK NATIONAL ASSOCIATION,

as Documentation Agents

Dated as of June 8, 2010

WELLS FARGO SECURITIES, LLC
and
RBS SECURITIES INC.,
as Joint Lead Arrangers and Joint Book Run
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CREDIT AGREEMENT (this “ Agreemeri), dated as of June 8, 2010, among PACIFIC GAS ARIECTRIC COMPANY, a
California corporation (the “ Borrowé), the several banks and other financial institn$ or entities from time to time parties to this
Agreement (the “ Lender$, WELLS FARGO SECURITIES LLC and RBS SECURITIES IN@s, joint lead arrangers and joint book run
(together and in such capacity, the “ Arranggr§HE ROYAL BANK OF SCOTLAND PLC, as syndicaticagent (in such capacity, the “
Syndication Agent), BANCO BILBAO VIZCAYA ARGENTARIA, S.A., New York Branch, THE BANK OF TOKYO-MITSUBISHI UFJ,
LTD., New York Branch, and U.S. BANK NATIONAL ASSQA&TION, as documentation agents (in such capagities* Documentation
Agents”), and WELLS FARGO BANK, NATIONAL ASSOCIATION (* Vlls Fargd’), as administrative agent (in such capacity, tbge
with any successor thereto, the * AdministrativeeAt).

WITNESSETH:

WHEREAS, the Borrower has requested that the Lenpiervide credit to the Borrower, and the Lendeesvélling to do so on tt
terms and conditions set forth herein;

NOW, THEREFORE, IT IS AGREED THAT in consideratiofithe mutual covenants and agreements hereinioedtathe partie
hereto covenant and agree as follows:

SECTION 1. DEFINITIONS

1.1 Defined TermsAs used in this Agreement, the terms listed is 8ection 1.1 shall have the respective meanieggh in
this Section 1.1.

“ ABR ": for any day, a rate per annum equal to the gstaif (a) the Base Rate in effect on such daythipFederal Funds

Effective Rate in effect on such day pltis of 1%; and (c) the Eurodollar Base Rate for a Eallad Loan with a one-month Interest Period
commencing on such day plus the Applicable MargimEurodollar Loans. For purposes hereof, “ Bas@ Rshall mean the rate of interest
per annum publicly announced from time to time ey Administrative Agent as its base rate in efédts principal office in Charlotte, North
Carolina (the Base Rate not being intended to &dativest rate of interest charged by the AdmintisteaAgent in connection with extensions
of credit to debtors). Any change in the ABR duatthange in the Base Rate, the Federal FundstizéfdRate or the Eurodollar Base Rate
shall be effective as of the opening of businesthereffective day of such change in the Base Rla¢el-ederal Funds Effective Rate or the
Eurodollar Base Rate, respectively.

“ ABR Loans”: Loans the rate of interest applicable to whistbased upon the ABR.

“ Act " as defined in Section 9.16.

“ Administrative Agent’: as defined in the preamble hereto.
“ Agents”: the collective reference to the Syndication Ageéhe Documentation Agents and the Administrafigent.
“ Agreement’: as defined in the preamble hereto.

“ Applicable Margin”: for any day, the applicable rate per annum sghfunder the relevant column heading below, bagpec
the Ratings then in effec




Applicable Margin Applicable Margin

Rating for for
Level S&P/Moody’s ABR Loans Eurodollar Loans
1 A/A2 or higher 0% 1.325%
2 A-/A3 0% 1.550%
3 BBB+/Baal 0% 1.750%
4 BBB/Baa2 0% 1.875%
5 BBB-/Baa3 or lowe 0% 2.000%

Subject to the provisions of this paragraph regeydplit ratings, changes in the Applicable Margihall become effective on the date on
which S&P and/or Moody’s changes its relevant Ratin the event the Ratings of S&P and Moody’siardifferent levels set forth in the
grid above, the higher of the two Ratings (j.the Rating set forth in the grid above oppogitelower numerical level number) shall govern.
In the event that, at any time, a Rating is noilalske from one of such rating agencies, the Amllle Margins shall be determined on the
basis of the Rating from the other rating ageneyhk event that, at any time, Ratings from each sating agency are not available for
companies generally, the Applicable Margins shaltlbtermined on the basis of the last Rating(s)eneadilable. In the event that, at any
time, such Ratings are not available for the Bogotwt are generally available for other comparileeny the Applicable Margins shall be
those set forth above opposite level 5.

“ Arrangers”: as defined in the preamble hereto.
“ Assignee’: as defined in Section 9.6(b).

“ Assignment and Assumptidhan Assignment and Assumption, substantiallyhi@ form of Exhibit E.

“ Available Commitment: as to any Lender at any time, an amount equ#iiécexcess, if any, of (a) such Lender's Commitmen
then in effect over (b) such Lender’s Extension€addit then outstanding.

“ Beneficial Owner”: as defined in Rule 13d-3 and Rule 13d-5 underBRchange Act, except that in calculating the beiag
ownership of any particular “person” (as that tesmsed in Sections 13(d) and 14(d) of the Exchaxa} such “person” will be deemed to
have beneficial ownership of all securities thathstperson” has the right to acquire by convergioexercise of other securities, whether
such right is currently exercisable or is exerdisamly upon the occurrence of a subsequent camdifihe terms “Beneficially Owns” and
“Beneficially Owned” have correlative meanings.

“ Benefitted Lendef: as defined in Section 9.7(a).

“ Board": the Board of Governors of the Federal Reservae3y of the United States (or any successor).
“ Barrower”: as defined in the preamble hereto.

“ Borrowing Date”: any Business Day specified by the Borrower @ai@ on which the Borrower requests the Lendensake
Loans hereunder.



“ Business Day: a day other than a Saturday, Sunday or otherodayhich commercial banks in New York, New York,
Charlotte, North Carolina or San Francisco, Catifaare authorized or required by law to closevigied, that with respect to notices and
determinations in connection with, and paymentgsriofcipal and interest on, Eurodollar Loans, suah i@ also a day for trading by and
between banks in Dollar deposits in the Londonrb#ek eurodollar market.

“ Capital StocK’: any and all shares, interests, participationstber equivalents (however designated) of capttatk of a
corporation, any and all equivalent ownership ie$és in a Person (other than a corporation) andhadyall warrants, rights or options to
purchase any of the foregoing.

“ Change of Contral: PCG and its Subsidiaries shall at any time notkeBeneficial Owner, directly or indirectly, oflaast 80%
of the common stock or 70% of the voting CapitalcBtof the Borrower; providetthat any such event shall not constitute a Chah@wonotrol
if, after giving effect to such event, the Borrovgesenior, unsecured, non credit-enhanced deligaghall be at least the higher of (1) Baa3
from Moody’s andBBB- from S&P and (2) the ratings by such ratingmages of such debt in effect immediately befoeedhrlier of the
occurrence or the public announcement of such event

“ Code”: the Internal Revenue Code of 1986, as amendmd fime to time.

“ Commitment”: as to any Lender, the obligation of such Lendfeany, to make Revolving Loans and participat&wmingline
Loans in an aggregate principal amount not to ek¢ee amount set forth under the heading “Commitingpposite such Lender’'s name on
Schedule 1.1/%r in the Assignment and Assumption or New Lendgyfiement pursuant to which such Lender becametg Ipereto, as the
same may be changed from time to time pursuarhtetoerms hereof. The original amount of the Toinghitments is $750,000,000.

“ Commitment Increase Notice as defined in Section 2.3(a).

“ Commitment Increase Suppleménts defined in Section 2.3(c).

“ Commitment Period: the period from and including the Effective Dabethe Termination Date.

“ Commonly Controlled Entity: an entity, whether or not incorporated, that isarrbmmon control with the Borrower within
meaning of Section 4001 of ERISA or is part of augrthat includes the Borrower and that is treated single employer under Section 414
of the Code.

“ Compliance Certificaté: a certificate duly executed by a Responsibldd@ff substantially in the form of Exhibit C.

“ Conduit Lender’: any special purpose corporation organized andiaidtered by any Lender for the purpose of makiogns
otherwise required to be made by such Lender asigiggted by such Lender in a written instrumentyjated, that the designation by any
Lender of a Conduit Lender shall not relieve thsigieating Lender of any of its obligations to fuméloan under this Agreement if, for any
reason, its Conduit Lender fails to fund any suohn, and the designating Lender (and not the Cohéuader) shall have the sole right and
responsibility to deliver all consents and waiverguired or requested under this Agreement witheeisto its Conduit Lender, and provided
further, that no Conduit Lender shall (a) be entitledetoeive any greater amount pursuant to
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Section 2.15, 2.16, 2.17 or 9.5 than the desiggatender would have been entitled to receive ipeesof the extensions of credit made by
such Conduit Lender or (b) be deemed to have amyn@itment.

“ Consolidated Capitalizatioh on any date of determination, the sum of (a) &idated Total Debt on such date, plithout
duplication, (b) (i) the amounts set forth opposite captions “common shareholders’ equity” (or aimgilar caption) and “preferred
stock” (or any similar caption) on the consolidabedance sheet, prepared in accordance with GAAfhgoBorrower and its Subsidiaries as
of such date, and (ii) the outstanding principabant of any junior subordinated deferrable intedetientures or other similar securities
issued by the Borrower or any of its Subsidiariésrahe Effective Date.

“ Consolidated Capitalization Ratitomeans, on any date of determination, the rati@pConsolidated Total Debt to
(b) Consolidated Capitalization.

“ Consolidated Total Deljt at any date, the aggregate principal amountlafidigations of the Borrower and its Significant
Subsidiaries at such date that in accordance witARSwould be classified as debt on a consolidatddrre sheet of the Borrower, and
without duplication all Guarantee Obligations of BBorrower and its Significant Subsidiaries at sdate in respect of obligations of any o
Person that in accordance with GAAP would be digsbas debt on a consolidated balance sheet bfBarson; providethat, the
determination of “ Consolidated Total Deélghall exclude, without duplication, (a) the Settmed Bonds, (b) Indebtedness of the Borrower
and its Significant Subsidiaries in an amount e¢goighe amount of cash held as cash collaterarigrfully cash collateralized letter of credit
issued for the account of the Borrower or any Sigaunt Subsidiary, (c) imputed Indebtedness ofBberower or any Significant Subsidiary
incurred in connection with power purchase and &geeements, (d) any junior subordinated deferradzest debentures or other similar
securities issued by the Borrower or any of itsstdibries after the Effective Date and (e) as dage of determination, the amount of any
securities included within the caption “preferrégck” (or any similar caption) on the consolidatedance sheet, prepared in accordance with
GAAP, of the Borrower and its Subsidiaries as afsdate.

“ Continuing Lendef’: as defined in Section 2.7.

“ Contractual Obligatiori: as to any Person, any provision of any secusityed by such Person or of any agreement, instrume
or other undertaking to which such Person is aygarby which it or any of its property is bound.

“ CPUC": the California Public Utilities Commission osituccessor.
“ Credit Event’: as defined in Section 4.2.

“ Default": any of the events specified in Section 7, whetirenot any requirement for the giving of notitiee lapse of time, or
both, has been satisfied.

“ Defaulting Lendef’: means any Lender, as reasonably determinedépdministrative Agent, that has (a) failed to fiarty
portion of its Revolving Loans within three (3) Iness days of the date required to be funded byder this Agreement, (b) notified the
Borrower, the Administrative Agent or any Lendemiriting that it does not intend to comply with aofyits funding obligations under this
Agreement or has made a public statement to tleetefiat it does not intend to comply with its furglobligations under this Agreement
(other than a notice of a good faith dispute cates




communications) or generally under other agreemantsich it commits to extend credit, (c) failesithin three (3) Business Days after
written request by the Administrative Agent (basadhe Administrative Agerd’reasonable belief that such Lender may not fitdifunding
obligation), to confirm that it will comply with thterms of this Agreement relating to its obligasido fund prospective Revolving Loans,
unless the subject of a good faith dispute, (d¢tise failed to pay over to the Administrative Ager any other Lender any other amount
required to be paid by it under this Agreement inithree (3) business days of the date when duessithe subject of a good faith dispute
(e) become the subject of a bankruptcy or insolygmoceeding, or has had a receiver, conservatmtee or custodian appointed for it, or
consented to, approved of or acquiesced in any pradeeding or appointment or has a parent comffetyhas become the subject of a
bankruptcy or insolvency proceeding, or has hagtaiver, conservator, trustee or custodian appbiiateit, or has consented to, approved of
or acquiesced in any such proceeding or appointmentidedthat (i) if a Lender would be a “Defaulting Lendedlely by reason of events
relating to a parent company of such Lender ongdlecause a Governmental Authority has been apgbias receiver, conservator, truste
custodian for such Lender, in each case as deddrnbgause (e) above, the Administrative Agent mayts discretion, determine that such
Lender is not a “Defaulting Lender” if and for smb as the Administrative Agent is satisfied thattsLender will continue to perform its
funding obligations hereunder and (ii) a Lendellghat be a Defaulting Lender solely by virtue b&townership or acquisition of voting st
or any other equity interest in such Lender or@placompany thereof by a Governmental Authoritaminstrumentality thereof, or the
exercise of control over such Lender or parent @amgghereof, by a Governmental Authority or instantality thereof.

“ Disposition”: with respect to any property, any sale, leaate and leaseback, assignment, conveyance, tramwsbéner
disposition thereof. The terms “ Dispdsend “ Disposed of shall have correlative meanings.

“ Documentation Agent% as defined in the preamble hereto.
“Dollars” and “ $”: dollars in lawful currency of the United States.

“ Effective Date”: the date on which the conditions precedent aghfin Section 4.1 shall have been satisfied dvedh

“ Eligible Assigne€’: (a) any commercial bank or other financial ingiion having a senior unsecured debt rating by d§mof
A3 or better and by S&P of A- or better, which @mciled in a country which is a member of the OE@T{b) with respect to any Person
referred to in the preceding clause (a), any dfteeson that is engaged in making, purchasing, mgldi investing in bank loans and similar
extensions of credit in the ordinary course of bess all of the Capital Stock of which is ownededily or indirectly, by such Person;
providedthat in the case of clause (b), the Borrower dimalle consented to the designation of such Persan Bfigible Assignee (such
consent of the Borrower not to be unreasonablyheiith).

“ Environmental Laws: any and all foreign, Federal, state, local omiaipal laws, rules, orders, regulations, statubedinances,
codes, decrees, requirements of any GovernmentabAty or other Requirements of Law (including aoon law) regulating, relating to or
imposing liability or standards of conduct concaeghprotection of human health or the environmen@w or may at any time hereafter b
effect.




“ ERISA " the Employee Retirement Income Security Act 874, as amended from time to time.

“ Eurocurrency Liabilities: as defined in Regulation D of the Board.

“ Eurocurrency Reserve Requiremehtef any Lender for any Interest Period as apptied Eurodollar Loan, the reserve
percentage applicable during such Interest Pedod (hore than one such percentage shall be slicapfe, the daily average of such
percentages for those days in such Interest Pdriddg any such percentage shall be so applicaibl@gr any regulations of the Board or
other Governmental Authority having jurisdictiontivrespect to determining the maximum reserve reqent (including basic,
supplemental and emergency reserves) for such Levitterespect to liabilities or assets consistrfi@r including Eurocurrency Liabilities
having a term equal to such Interest Period.

“ Eurodollar Base Raté with respect to each day during each Interesidéepertaining to a Eurodollar Loan, the rate @enum
determined on the basis of the rate for deposiBoitars for a period equal to such Interest Pedothmencing on the first day of such
Interest Period appearing on Reuters Screen LIBARQE (or on any successor or substitute pagechfsgrvice, or any successor to or
substitute for such service, providing rate quotaticomparable to those currently provided on gagfe of such service, as determined by
Administrative Agent from time to time for purposasproviding quotations of interest rates applleab Dollar deposits in the London
interbank market) at or about 11:00 A.M., Londandj two Business Days prior to the beginning ohdmterest Period. In the event that <
rate does not appear on Reuters Screen LIBORO1(Bage any successor or substitute page of sueficegor any successor to or substitute
for such service, providing rate quotations complar¢éo those currently provided on such page ofissevice, as determined by the
Administrative Agent from time to time for purposafsproviding quotations of interest rates applleai Dollar deposits in the London
interbank market), the “ Eurodollar Base Raghall be determined by reference to such othermarable publicly available service for
displaying eurodollar rates as may be selectedh&@yAdministrative Agent or, in the absence of sailability, by reference to the rate at
which the Administrative Agent is offered Dollargesits at or about 11:00 A.M., New York City tinte/o Business Days prior to the
beginning of such Interest Period in the interbankodollar market where its eurodollar and foragrrency and exchange operations are
being conducted for delivery on the first day oftsinterest Period for the number of days comprikecein.

“ Eurodollar Loans': Loans the rate of interest applicable to whistbased upon the Eurodollar Rate.

“ Eurodollar Raté’: with respect to each day during each Interesioégertaining to a Eurodollar Loan, a rate paman
determined for such day in accordance with thewailhg formula (rounded upward to the nearest 1/1601%):

Eurodollar Base Rat
1.00- Eurocurrency Reserve Requireme

“ Eurodollar Tranché: the collective reference to Eurodollar Loans then current Interest Periods with respect tofalthich
begin on the same date and end on the same lagefvadzether or not such Loans shall originally heeen made on the same day).
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“ Event of Default’: any of the events specified in Section 7, predthat any requirement for the giving of notice, thgse of
time, or both, has been satisfied.

“ Exchange Act’: Securities Exchange Act of 1934, as amended.

“ Extension Notic€'’: as defined in Section 2.7(b).

“ Extensions of Credit: as to any Lender at any time, an amount equidécsum of (a) the aggregate principal amountlof a
Revolving Loans held by such Lender then outstapdimd (b) an amount equal to the aggregate prihaipaunt of all Swingline Loans then
outstanding multiplied by such Lender’s Percentage.

“ Facility Fee Raté: for any day, the rate per annum determined pamsto the grid set forth below, based upon théngatthen

in effect:
Rating
Level S&P/Moody’s Facility Fee Rate
1 A/A2 or higher 0.175%
2 A-/A3 0.200%
3 BBB+/Baal 0.250%
4 BBB/Baa2 0.375%
5 BBB-/Baa3 or lowe 0.500%

Subject to the provisions of this paragraph regaydplit ratings, changes in the Facility Fee RhtEl become effective on the date on which
S&P and/or Moody’s changes its relevant Ratinghmevent the Ratings of S&P and Moody's are ifedént levels set forth in the grid
above, the higher of the two Ratings (.j.the Rating set forth in the grid above oppositelower numerical level number) shall govern. In
the event that, at any time, a Rating is not alkllfrom one of such rating agencies, the Fadiigg Rate shall be determined on the basis of
the Rating from the other rating agency. In thenétieat, at any time, Ratings from each such radigency are not available for companies
generally, the Facility Fee Rate shall be deterchiore the basis of the last Rating(s) made availdblthe event that, at any time, such Rat
are not available for the Borrower but are gengraailable for other companies, then the FacHigg Rate shall be that set forth above
opposite level 5.

“ Federal Funds Effective Ratefor any day, the weighted average of the rategwernight federal funds transactions with
members of the Federal Reserve System arrangestleyal funds brokers, as published on the nextesaicg Business Day by the Federal
Reserve Bank of New York, or, if such rate is ropsblished for any day that is a Business Dayatrerage of the quotations for the day of
such transactions received by the Administrativemdrom three federal funds brokers of recognitadiding selected by it.

“ Fee Payment Datk (a) the fifth Business Day following the lastydaf each March, June, September and Decembergdiirén
Commitment Period, (b) the last day of the Committrigeriod and (c) the last day of each March, JBeptember and December after the
last day of the Commitment Period, so long as amcipal amount of the Loans remain outstandingrafie last day of the Commitment
Period.




“ FPA ": the Federal Power Act, as amended, and the arldgegulations promulgated thereunder.

“ Fronting Exposuré: at any time there is a Defaulting Lender, suafdblting Lenders Percentage of Swingline Loans other
Swingline Loans as to which such Defaulting Lensi@articipation obligation has been reallocatedther Lenders or cash collateralized in
accordance with the terms hereof.

“ Funding Office”: the office of the Administrative Agent specifié Section 9.2 or such other office as may be iipddrom
time to time by the Administrative Agent as its diimg office by written notice to the Borrower arétienders.

“ GAAP ": generally accepted accounting principles inlthdted States as in effect from time to time, ex@pnoted below. In
the event that any “Change in Accounting Princip(es defined below) shall occur and such changeltgin a change in the method of
calculation of financial covenants, standards ongein this Agreement, then, upon the request@Birrower or the Required Lenders, the
Borrower and the Administrative Agent agree to et negotiations in order to amend such provisiof this Agreement so as to reflect
equitably such Change in Accounting Principles it desired result that the criteria for evalugtime Borrower’s financial condition shall
be the same after such Change in Accounting Ptagis if such Change in Accounting Principles matdbeen made. Until such time as ¢
an amendment shall have been executed and delikgrénd Borrower, the Administrative Agent and Bequired Lenders, all financial
covenants, standards and terms in this Agreemaiitcgintinue to be calculated or construed aséhsbhange in Accounting Principles had
not occurred. “ Change in Accounting Principleefers to changes in accounting principles reggiioy the promulgation of any rule,
regulation, pronouncement or opinion by the Finalh&tcounting Standards Board of the American tasgiof Certified Public Accountants
or any successor thereto, the SEC or, if applicabéePublic Company Accounting Oversight Board.

“ Governmental Authority: any nation or government, any state or otheitigal subdivision thereof, any agency, authority,
instrumentality, regulatory body, court, centrahk@r other entity exercising executive, legislatijudicial, taxing, regulatory or
administrative functions of or pertaining to gowaent, any securities exchange and any self-regylatganization (including the National
Association of Insurance Commissioners).

“ Guarantee Obligatioft as to any Person (the “ guaranteeing pef$pany obligation, including a reimbursement,
counterindemnity or similar obligation, of the galateeing person that guarantees any Indebtedeesgs|, dividends or other obligations (the
“ primary obligations’) of any other third Person (the “ primary obligdin any manner, whether directly or indirectipcluding any
obligation of the guaranteeing person, whetherobicontingent, (i) to purchase any such primarygattion or any property constituting dire
or indirect security therefor, (ii) to advance apply funds (1) for the purchase or payment of sungh primary obligation or (2) to maintain
working capital or equity capital of the primaryliglr or otherwise to maintain the net worth onguicy of the primary obligor, (iii) to
purchase property, securities or services priméoilythe purpose of assuring the owner of any surahary obligation of the ability of the
primary obligor to make payment of such primaryigdiion, (iv) otherwise to assure or hold harmkbd&sowner of any such primary
obligation against loss in respect thereof or gweimburse or indemnify an issuer of a letterrefdit, surety bond or guarantee issued by suct
issuer in respect of primary obligations of a priynabligor other than the Borrower or any Signifit&ubsidiary; provided, however, that the
term Guarantee Obligation shall not include enduoesgs of instruments for deposit or collectionha brdinary course of business. The
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amount of any Guarantee Obligation of any guaramgegerson shall be deemed to be the lower ofr{@raount equal to the stated or
determinable amount of the primary obligation ispect of which such Guarantee Obligation is madie(Bnhthe maximum amount for which
such guaranteeing person may be liable pursuahetterms of the instrument embodying such Guaea@tdigation, unless such primary
obligation and the maximum amount for which suchrgateeing person may be liable are not stateéterminable, in which case the
amount of such Guarantee Obligation shall be suelnamnteeing person’s reasonably anticipated ltgibilirespect thereof as determined by
the Borrower in good faith.

“ Indebtedness: of any Person at any date, without duplicati@@),all indebtedness of such Person for borrowedayno(b) all
obligations of such Person for the deferred purelmaice of property or services (other than traggaples, including under energy
procurement and transportation contracts, incurrede ordinary course of such Person’s busingskall obligations of such Person
evidenced by notes, bonds, debentures or othelasimstruments, (d) all indebtedness created isingr under any conditional sale or other
title retention agreement with respect to propadguired by such Person (even though the rightsemddies of the seller or lender under
such agreement in the event of default are linibe@dpossession or sale of such property), (ekdigations of such Person as lessee which
are capitalized in accordance with GAAP, (f) alligations of such Person, contingent or otherwasean account party or applicant under or
in respect of acceptances, letters of credit, gurends or similar arrangements (other than reisdment obligations, which are not due and
payable on such date, in respect of documentalrsedf credit issued to provide for the paymergadds and services in the ordinary course
of business), (g) the liquidation value of all matutily redeemable preferred Capital Stock of sheetson, (h) all Guarantee Obligations of
such Person in respect of obligations of the kafdired to in clauses (a) through (g) above, [(iplligations of the kind referred to in
clauses (a) through (h) above secured by (or fachwvtine holder of such obligation has an existightr contingent or otherwise, to be sect
by) any Lien on property (including accounts andtcact rights) owned by such Person, whether osnoh Person has assumed or become
liable for the payment of such obligation ( provddehat if such Person is not liable for such olilya the amount of such Person’s
Indebtedness with respect thereto shall be deemied the lesser of the stated amount of such dldigand the value of the property subject
to such Lien), and (j) for the purposes of Secli¢e) only, all obligations of such Person in respéSwap Agreements, providéuat
Indebtedness as used in this Agreement shall ex@ag Non-Recourse Debt. The Indebtedness of arspiPehall include the Indebtedness
of any other entity (including any partnership ihigh such Person is a general partner) to the egtea Person is liable therefor as a rest
such Persois’ ownership interest in or other relationship vgitith entity, except to the extent the terms of $ndhbtedness expressly prov
that such Person is not liable therefor.

“ Indenture”: the Indenture, dated as of April 22, 2005 (wh&tlpplemented, amended and restated the InderitMertgage,
dated as of March 11, 2004, between the Borrowertlam Indenture Trustee, as supplemented by tisé Firpplemental Indenture, dated a
March 23, 2004, the Second Supplemental Indentiated as of April 12, 2004), as supplemented byrtret Supplemental Indenture, dated
as of March 13, 2007, as further supplemented &ys#tcond Supplemental Indenture, dated as of Desrei2007, as further supplemented
by the Third Supplemental Indenture, dated as athl&, 2008, as further supplemented by the Fdutbplemental Indenture, dated as of
October 15, 2008, as further supplemented by tfik Eupplemental Indenture, dated as of NovembeRQ88, as further supplemented by
the Sixth Supplemental Indenture, dated as of MBr&@009, as further supplemented by the Seventipl8mental Indenture, dated as of
June 11, 2009, as further supplemented by the [Eighpplemental



Indenture, dated as of November 18, 2009, as fusiiygplemented by the Ninth Supplemental Indentaited as of April 1, 2010, and as
further supplemented or amended from time to time.

“ Indenture Truste& The Bank of New York Mellon Trust Company, N.As successor to BNY Western Trust Company, and
any successor thereto as trustee under the Ingentur

“ Information Memoranduni: the information memorandum dated May 5, 201@ famnished to certain Lenders in connection
with the syndication of the Commitments, as supgleted by each and all Specified Exchange Act Flifilgd by the Borrower during the
period from March 31, 2010 through the date of Agseement.

“ Insolvency”: with respect to any Multiemployer Plan, the ciimh that such Plan is insolvent within the meanaf
Section 4245 of ERISA.

“ Insolvent”; pertaining to a condition of Insolvency.

“ Interest Payment Date (a) as to any ABR Loan (other than any Swinglirman), the last day of each March, June, September
and December to occur while such Loan is outstandid the final maturity date of such Loan, (bjaaany Eurodollar Loan having an
Interest Period of three months or less, the lagtal such Interest Period, (¢) as to any Eurod@ken having an Interest Period longer than
three months, each day that is three months, draeamultiple thereof, after the first day of sunkerest Period and the last day of such
Interest Period, (d) as to any Eurodollar Loan,dhte of any repayment or prepayment made in rédipeeof and (e) as to any Swingline
Loan, the day that such Loan is required to beidepa

“ Interest Period: as to any Eurodollar Loan, (a) initially, thermel commencing on the borrowing or conversion dasethe case
may be, with respect to such Eurodollar Loan ardirgnone, two, three or six or (if available to laéinders) nine or twelve months thereatfter,
as selected by the Borrower in its notice of boingor notice of conversion, as the case may lwengivith respect thereto; and (b) therea
each period commencing on the last day of the pededing Interest Period applicable to such Edladboan and ending one, two, three or
six or (if available to all Lenders) nine or twelvenths thereafter, as selected by the Borrowemrbyocable notice to the Administrative
Agent not later than 12:00 Noon, New York City tinoa the date that is three Business Days pritingédast day of the then current Interest
Period with respect thereto; providwt, all of the foregoing provisions relating tddrest Periods are subject to the following:

(i) if any Interest Period would otherwise end otag that is not a Business Day, such InteresbBetall be extended to t
next succeeding Business Day unless the resultabf extension would be to carry such Interest Earito another calendar month in
which event such Interest Period shall end onrtireediately preceding Business Day;

(i) the Borrower may not select an Interest Pettoat would extend beyond the Termination Date;

(iii) any Interest Period that begins on the lassiBess Day of a calendar month (or on a day factwthere is no
numerically corresponding day in the calendar mattne end of such Interest Period) shall encherdst Business Day of a calendar
month; and

(iv) the Borrower shall select Interest Periodsismot to require a payment or prepayment of amgdedlar Loan during an
Interest Period for such Loan.
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“ knowledge of the Borrowet. actual knowledge of any Responsible Officertad Borrower.

“ Lenders”: as defined in the preamble hereto; providéuat unless the context otherwise requires, eafelnence herein to the
Lenders shall be deemed to include any Conduit &end

“Lien ": any mortgage, pledge, hypothecation, assignnteposit arrangement, encumbrance, lien (statatoogher), charge or
other security interest or any preference, priasitpther security agreement or preferential areament of any kind or nature whatsoever
(including any conditional sale or other title rgien agreement and any capital lease having suliiig the same economic effect as any of
the foregoing).

“Loan”: any loan made by any Lender pursuant to thise&grent, including Swingline Loans and Revolvingrisa

“ Loan Documents: this Agreement and the Notes and, in each @segamendment, waiver, supplement or other modificao
any of the foregoing.

“ Material Adverse Effect: (a) a change in the business, property, oparata financial condition of the Borrower and its
Subsidiaries taken as a whole that could reasormbixpected to materially and adversely affecBiieower’s ability to perform its
obligations under the Loan Documents or (b) a naltadverse effect on the validity or enforceabitif this Agreement or any of the other
Loan Documents.

“ Materials of Environmental Concefnany gasoline or petroleum (including crude ailamy fraction thereof) or petroleum
products or any hazardous or toxic substances rialater wastes, defined or regulated as such imder any Environmental Law, including
asbestos, polychlorinated biphenyls and urea-fatetglde insulation.

“Moody’'s”: Moody’s Investors Service, Inc.

“ Mortgaged Property: as defined in the Indenture.

“ Multiemployer Plan’: a Plan that is a multiemployer plan as define&ection 4001(a)(3) of ERISA.

“New Lender Supplemetit as defined in Section 2.3(b).

“ New Revolving Credit Lendét as defined in Section 2.3(b).

“ Non-Excluded Taxe&: as defined in Section 2.16(a).

“ Non-Extending Lendet: as defined in Section 2.7.

“ Non-Procurement Facility Limit: $250,000,000 or such other amount as the Borra@lall notify the Administrative Agent in
writing pursuant to Section 9.1.

“ Non-Recourse Debt Indebtedness of the Borrower or any of its Sfigaint Subsidiaries that is incurred in connectiagth the
acquisition, construction, sale, transfer or ottisposition of specific assets, to the extent resmuwhether contractual or as a matter of law,
for non-
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payment of such Indebtedness is limited (a) to ssdets, or (b) if such assets are (or are toddd)dy a Subsidiary formed solely for such
purpose, to such Subsidiary or the Capital Stockuch Subsidiary.

“Non-U.S. Lender: as defined in Section 2.16(d).

“ Notes™: as defined in Section 2.14(f).

“ Obligations™: the unpaid principal of and interest on (inchuglj without limitation, interest accruing after timaturity of the
Loans and interest accruing after the filing of aeyition in bankruptcy, or the commencement of msplvency, reorganization or like
proceeding, relating to the Borrower, whether dranolaim for post-filing or post-petition interastallowed in such proceeding) the Loans
and all other obligations and liabilities of therBiwer to the Administrative Agent or to any Lendshether direct or indirect, absolute or
contingent, due or to become due, or now existingeneafter incurred, which may arise under, oubofn connection with, this Agreement,
any other Loan Document or any other document ndel&/ered or given in connection herewith or thétk, whether on account of
principal, interest, fees, indemnities, costs, espes (including, without limitation, all fees, cgas and disbursements of counsel to the
Administrative Agent or to any Lender that are lieggito be paid by the Borrower pursuant heretatberwise.

“ OECD ": the countries constituting the “Contracting Rest to the Convention on the Organisation For Exoic Co-operation
and Development, as such term is defined in Ardctéf such Convention.

“ Other Taxes: any and all present or future stamp or docunmgrtaxes or any other excise or property taxes,ggsaor similar
levies arising from any payment made hereunderoon the execution, delivery or enforcement of, threowise with respect to, this
Agreement or any other Loan Document.

“ Participant”: as defined in Section 9.6(c).
“ PBGC": the Pension Benefit Guaranty Corporation esshigld pursuant to Subtitle A of Title IV of ERISAr @ny successor).

“PCG": PG&E Corporation, a California corporation ame tholder of all of the issued and outstanding comstock of the
Borrower.

“ Percentagé: as to any Lender at any time, the percentagehviiuch Lender's Commitment then constitutes ofTibizl
Commitments or, at any time after the Commitmehgdl drave expired or terminated, the percentagehvtiie aggregate principal amount of
such Lender’s Revolving Loans then outstanding titaiass of the aggregate principal amount of thedRéng Loans then outstanding,
provided, that, in the event that the Revolving Loans aaie i full prior to the reduction to zero of thet@ll Extensions of Credit, the
Percentages shall be determined in a manner dekigrensure that the other outstanding Extensib@sedit shall be held by the Lenders on
a comparable basis.

“ Person”: an individual, partnership, corporation, limitédbility company, business trust, joint stock quany, trust,
unincorporated association, joint venture, GovemmtadeAuthority or other entity of whatever nature.
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“Plan”; at a particular time, any employee benefit plaat is covered by ERISA and in respect of whiahBorrower or a
Commonly Controlled Entity is (or, if such plan weaerminated at such time, would under Section 406°RISA be deemed to be) an
“employer” as defined in Section 3(5) of ERISA.

“ Procurement Facility Limit: $500,000,000 or such other amount as the Borrehall notify the Administrative Agent in
writing pursuant to Section 9.1.

“ Rating”: each rating announced by S&P and Moody’s in eespf the Borrower’s senior unsecured, non creditanced debt.

“ Refunded Swingline Loans as defined in Section 2.5.

Register”: as defined in Section 9.6(b).

“

Regulation U": Regulation U of the Board as in effect from titioetime.

“

Reorganizatiori: with respect to any Multiemployer Plan, the ciiwh that such plan is in reorganization withire tineaning of
Section 4241 of ERISA.

“ Reportable Event: any of the events set forth in Section 4043(ERISA, other than those events as to which tirgytday
notice period is waived under subsections .27,.2%,.30, .31, .32, .34 or .35 of PBGC Reg. § 4043

“ Required Lender’ at any time, the holders of more than 50% of Tieéal Commitments then in effect or, if the Commeints
have been terminated, the Total Extensions of €tkdn outstanding.

“ Requirement of Law: as to any Person, the Articles of Incorporatéomd By-Laws or other organizational or governing
documents of such Person, and any law, treaty orulegulation or determination of an arbitratolmarourt or other Governmental Authority,
in each case applicable to or binding upon suckdPeor any of its property or to which such Persoany of its property is subject.

“ Responsible Officet: the chief executive officer, president, chigfdncial officer, treasurer or assistant treasufréne
Borrower, but in any event, with respect to finahcnatters, the chief financial officer, treasuseassistant treasurer of the Borrower.

“ Revolving Credit Offered Increase Amouhtas defined in Section 2.3(a).

“ Revolving Credit ReAllocation Date”: as defined in Section 2.3(d).

“ Revolving Loans’: as defined in Section 2.1(a).
“ S&P ": Standard & Poor’s Ratings Services.
“ SEC™: the Securities and Exchange Commission, anyessar thereto and any analogous Governmental Atythor

“ Securitized Bond&: any securitized bonds or similar asset-backetistes that are non-recourse to the Borrowerjsseed by
a special purpose subsidiary of the Borrower aad ar
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payable from a specific or dedicated rate compqneciuding the energy recovery bonds backed bygnecovery property that the
Borrower issued in 2005, the outstanding princgrabunt of which was $1,120,270,137 on March 310201

“ Significant Subsidiary: as defined in Article 1, Rule 1-02(w) of Regudat S-X of the Exchange Act as of the Effective ®at
providedthat notwithstanding the foregoing, PG&E Energy ®eey Funding LLC and any other special purposarfae subsidiary shall not
constitute a Significant Subsidiary. Unless otheenqualified, all references to a “Significant Sdlasy” or to “Significant Subsidiaries” in
this Agreement shall refer to a Significant Sulesigdior Significant Subsidiaries of the Borrower.

“ Single Employer Plaft: any Plan that is covered by Title IV of ERISAytithat is not a Multiemployer Plan.

“ Specified Exchange Act Filindg's the Borrower’s Form 10-K annual report for theay ended December 31, 2009 and each and
all of the Form 10-Ks, Form 10-Qs and Form 8-Kd(tmthe extent applicable proxy statements) filgdhe Borrower or PCG with the SEC
after December 31, 2009 and prior to the dateishae Business Day before the date of this Agreéme

“ Subsidiary”: as to any Person, a corporation, partnershipitdid liability company or other entity of whichasles of stock or
other ownership interests having ordinary votinaveo(other than stock or such other ownership @sisrhaving such power only by reason
of the happening of a contingency) to elect a nitgjorf the board of directors or other managerswifh corporation, partnership or other
entity are at the time owned, or the managemewthidh is otherwise controlled, directly or indirgcthrough one or more intermediaries, or
both, by such Person. Unless otherwise qualifikdeterences to a “Subsidiary” or to “Subsidiafti@sthis Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

“ Swap Agreement any agreement with respect to any swap, forwardire or derivative transaction or option or dani
agreement involving, or settled by reference t@ onmore rates, currencies, commodities, equitjebt instruments or securities, or
economic, financial or pricing indices or measwgfsconomic, financial or pricing risk or valueamy similar transaction or any combination
of these transactions; provided that no phantorksto similar plan providing for payments only artaunt of services provided by curren
former directors, officers, employees or consuftaftthe Borrower or any of its Subsidiaries shalla “Swap Agreement”.

“ Swingline Commitment: the obligation of the Swingline Lender to mak&iggline Loans pursuant to Section 2.4 in an
aggregate principal amount at any one time outstgrmbt to exceed $75,000,000.

“ Swingline Lender’: Wells Fargo, in its capacity as the lender ofilgyline Loans.

“ Swingline Loans’: as defined in Section 2.4.

“ Swingline Participation Amourit as defined in Section 2.5.

“ Syndication Agent: as defined in the preamble hereto.

“ Termination Dat€': February 26, 2012 or such later date as mayeberchined pursuant to Section 2.7(b) or such eatbée as
otherwise determined pursuant to Section 2.7.

14



“ Total Commitments: at any time, the aggregate amount of the Comitis of all Lenders at such time.

“ Total Extensions of Credit at any time, the aggregate amount of the Extarsof Credit of all Lenders at such time.

“ Transfere€’: any Assignee or Participant.
“Type": as to any Loan, its nature as an ABR Loan oueoHollar Loan.
“ United States: the United States of America.

“ Wells Fargo”: as defined in the preamble hereto.

1.2 Other Definitional Provisions(a) Unless otherwise specified therein, all ted@afined in this Agreement shall have the defi
meanings when used in the other Loan Documentayocertificate or other document made or delivgresuant hereto or thereto.

(b) As used herein and, except as otherwise prdwviderein, in the other Loan Documents, and antjficate or other
document made or delivered pursuant hereto ortihe(i accounting terms relating to the Borrowrddts Significant Subsidiaries
defined in Section 1.1 and accounting terms palefyned in Section 1.1, to the extent not defireddll have the respective meanings
given to them under GAAP, (ii) the words “includéicludes” and “including” shall be deemed to leidwed by the phrase “without
limitation”, (iii) the word “incur” shall be constied to mean incur, create, issue, assume or belcanein respect of (and the words
“incurred” and “incurrence” shall have correlativeanings), (iv) the words “asset” and “propertyalshe construed to have the same
meaning and effect and to refer to any and allitdegnd intangible assets and properties, inclydimsh, Capital Stock, securities,
revenues, accounts, leasehold interests and corigghts, and (v) references to agreements or d@loetractual Obligations shall, unless
otherwise specified, be deemed to refer to suchemgents or Contractual Obligations as amended)esuppted, restated or otherwise
modified from time to time.

(c) The words “hereof”, “herein” and “hereunderdawords of similar import, when used in this Agresm shall refer to
this Agreement as a whole and not to any partiquiavision of this Agreement, and Section, Schedulg Exhibit references are to this
Agreement unless otherwise specified.

(d) The meanings given to terms defined hereinl sleabqually applicable to both the singular andadlforms of such term

(e) The Borrower shall not be required to perfonar, shall it be required to guarantee the perfogaaf, any of the
affirmative covenants set forth in Section 5 thatlg to any of its Significant Subsidiaries nor lslaay of the Borrower’s Significant
Subsidiaries be required to perform, nor shall @inyuch Significant Subsidiaries be required torgotee the performance of, any of
Borrower’s affirmative covenants set forth in Sentb or any of the affirmative covenants set fantSection 5 that apply to any other
Significant Subsidiary; providedthat nothing in this Section 1.2(e) shall previagt occurrence of a Default or an Event of Default
arising out of the Borrower’s failure to cause &ignificant Subsidiary to comply with the provissaf this Agreement applicable to
such Significant Subsidiary.
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SECTION 2. AMOUNT AND TERMS OF COMMITMENTS

2.1 Commitments (a) Subject to the terms and conditions hereafhd ender severally agrees to make revolving tledns (“
Revolving Loans) to the Borrower from time to time on or afteetkffective Date and during the Commitment Periodn aggregate
principal amount at any one time outstanding whighen added to an amount equal to the aggregateipai amount of all Swingline Loans
then outstanding multiplied by such Lender’s Petage, does not exceed the amount of such Lenderisn@tment; providedhat, (x) subjec
to Section 9.1, the aggregate outstanding pring@paunt of all Loans, the proceeds of which weedsr activities other than energy
procurement, may not at any time exceed the NountlPeonent Facility Limit and (y) after giving effetct the Revolving Loans requested to
be made, the aggregate amount of the Available Goments shall not be less than zero. During the @@ment Period, the Borrower may
use the Commitments by borrowing, prepaying thedReéwg Loans in whole or in part, and reborrowiatj,in accordance with the terms and
conditions hereof. The Revolving Loans may frometito time be Eurodollar Loans or ABR Loans, asmeieed by the Borrower and
notified to the Administrative Agent in accordamegh Sections 2.2 and 2.9.

(b) The Borrower shall repay all outstanding ReiraiM_oans on the Termination Date.

2.2 Procedure for Revolving Loan Borrowin@ihe Borrower may borrow under the Commitmentsnduthe Commitment Period
on any Business Day, provid#tht the Borrower shall give the Administrative Agé@revocable notice (which notice must be receig the
Administrative Agent (a) prior to 12:00 Noon, Newark City time, three Business Days prior to theuested Borrowing Date, in the case of
Eurodollar Loans, or (b) prior to 11:00 A.M., Nevoik City time, on the requested Borrowing Datethia case of ABR Loans) specifying
(i) the amount and Type of Revolving Loans to berdeed, (i) the requested Borrowing Date and (fiithe case of Eurodollar Loans, the
respective amounts of each such Type of Loan amdespective lengths of the initial Interest Petloetefor. Each borrowing under the
Commitments shall be in an amount equal to $5,@M@ a whole multiple of $1.000,000 in excessebéfor, if the then aggregate
Available Commitments are less than $5,000,000h segser amount); providedhat the Swingline Lender may request, on bebfetlfie
Borrower, borrowings under the Commitments thatAB& Loans in other amounts pursuant to Section 2g®n receipt of any such notice
from the Borrower, the Administrative Agent shalbmptly notify each Lender thereof. Each Lendet midke the amount of ifgro rata
share of each borrowing available to the AdmintsteaAgent for the account of the Borrower at thméling Office prior to 12:00 Noon, New
York City time, on the Borrowing Date requestedthg Borrower in funds immediately available to &dministrative Agent. Such
borrowing will then be made available to the Boreowy the Administrative Agent crediting the accoofthe Borrower on the books of st
office with the aggregate of the amounts made alilgito the Administrative Agent by the Lenders amlike funds as received by the
Administrative Agent.

2.3 Commitment Increases

(@) In the event that the Borrower wishes to insegthe Total Commitments at any time when no Defautvent of Default
has occurred and is continuing (or shall resuliumh increase) and subject to obtaining all necgssgulatory approvals, it shall notify
the Administrative Agent in writing, given not mdrequently than once a calendar year, of the amnhe “ Revolving Credit Offered
Increase Amoun) of such proposed increase (such notice, a “* Caédmant Increase Notic§ which shall be in a minimum amount
equal to $10,000,000 and
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shall not exceed, in the aggregate for all increa®250,000,000. The Borrower shall offer eacthefltenders the opportunity to prov
such Lender’s Percentage of the Revolving Credéi@fl Increase Amount, and if any Lender declineh ffer, in whole or in part,
the Borrower may offer such declined amount toffjer Lenders and/or (ii) other banks, financiatitations or other entities with the
consent of the Administrative Agent (which consefithe Administrative Agent shall not be unreasdpabithheld or delayed). The
Commitment Increase Notice shall specify the Lesderd/or banks, financial institutions or otheiitéas that will be requested to
provide such Revolving Credit Offered Increase Amtolrhe Borrower or, if requested by the Borrowke, Administrative Agent will
notify such Lenders, and/or banks, financial ingitins or other entities of such offer.

(b) Any additional bank, financial institution other entity which the Borrower selects to offercatipn of the increased
Total Commitments and which elects to become g/parthis Agreement and obtain a Commitment in @oant so offered and
accepted by it pursuant to Section 2.3(a) shaltetecsa new lender supplement (the “ New Lender Bupgnt”) with the Borrower and
the Administrative Agent, substantially in the foahExhibit A, whereupon such bank, financial ingiion or other entity (herein called
a “ New Revolving Credit Lendé) shall become a Lender for all purposes and todahgesextent as if originally a party hereto andls
be bound by and entitled to the benefits of thise&gnent, providethat the Commitment of any such New Revolving Grednder
shall be in an amount not less than $5,000,000.

(c) Any Lender which accepts an offer to it by Barrower to increase its Commitment pursuant taiSe@.3(a) shall, in
each case, execute a Commitment Increase Supplevitbribe Borrower and the Administrative Agentbstantially in the form of
Exhibit B, whereupon such Lender shall be bounay entitled to the benefits of this Agreement wibpect to the full amount of its
Commitment as so increased.

(d) If any bank, financial institution or other gptbecomes a New Revolving Credit Lender purstiai@ection 2.3(b) or any
Lender's Commitment is increased pursuant to Se&id(c), additional Revolving Loans made on oeratthie effectiveness thereof (the
“ Revolving Credit ReAllocation Date”) shall be madgro ratabased on the Percentages in effect on and afterRexolving Credit
Re-Allocation Date (except to the extent that amghgro rata borrowings would result in any Lender making anraggte principal
amount of Revolving Loans in excess of its Commitma which case such excess amount will be alémtto, and made by, such New
Revolving Credit Lenders and/or Lenders with suaréased Commitments to the extent of, prudratabased on, their respective
Commitments otherwise available for Revolving Ldaasid continuations of Eurodollar Loans outstagdin such Revolving Credit
Re-Allocation Date shall be effected by repaymdrauzh Eurodollar Loans on the last day of theregePeriod applicable thereto and
the making of new Eurodollar Loapso ratabased on such new Percentages. In the event tlzatyosuch Revolving Credit Re-
Allocation Date there is an unpaid principal amoaiABR Loans, the Borrower shall make prepaymémeseof and borrowings of
ABR Loans so that, after giving effect thereto, &R Loans outstanding are hgddo ratabased on such new Percentages. In the ever
that on any such Revolving Credit Re-Allocation ®#tere is an unpaid principal amount of Euroddli@ans, such Eurodollar Loans
shall remain outstanding with the respective hadkereof until the expiration of their respectinterest Periods (unless the Borrower
elects to prepay any thereof in accordance withagi@icable provisions of this Agreement), andri@sé on and repayments of such
Eurodollar Loans will be paid thereon to the resiped_enders holding such Eurodollar Logs ratabased on the respective principal
amounts thereof outstanding.
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(e) Notwithstanding anything to the contrary irstBiection 2.3, (i) no Lender shall have any ohiigeto increase its
Commitment unless it agrees to do so in its sderdtion and unless the Administrative Agent cotssemsuch increase (which consent
of the Administrative Agent shall not be unreasdpabithheld or delayed) and (ii) in no event stelly transaction effected pursuant to
this Section 2.3 (A) cause the Total Commitmentsxceed $1,000,000,000 or (B) occur at a time athvh Default or an Event of
Default has occurred and is continuing.

() The Administrative Agent shall have receivedasrprior to the Revolving Credit R&location Date, for the benefit of tl
Lenders, (i) a legal opinion of counsel to the Berer covering such matters as are customary foséetions of this type as may be
reasonably requested by the Administrative Agehicivopinions shall be substantially the samehéoextent appropriate, as the
opinions rendered by counsel to the Borrower ortfiective Date and (i) certified copies of redmns of the board of directors of the
Borrower authorizing the Borrower to borrow the Bleing Credit Offered Increase Amount.

2.4 Swingline Commitment(a) Subject to the terms and conditions heréef Swingline Lender agrees to make a portion of the
credit otherwise available to the Borrower under @ommitments from time to time on or after theeEfive Date during the Commitment
Period by making swingline loans (* Swingline Lo&h$o the Borrower; providethat (i) the aggregate principal amount of Swingliroans
outstanding at any time shall not exceed the SwiagCommitment then in effect (notwithstanding ttret Swingline Loans outstanding at
any time, when aggregated with the Swingline Leisdather outstanding Revolving Loans, may exceedwingline Commitment or the
Swingline Lender's Commitment then in effect) aiidtie Borrower shall not request, and the SwimglLender shall not make, any
Swingline Loan if, after giving effect to the maginf such Swingline Loan, (x) the aggregate amafithhe Available Commitments would
less than zero or (y) subject to Section 9.1, dyregate outstanding principal amount of all Lodhs,proceeds of which were used for
activities other than energy procurement, wouldeexicthe Non-Procurement Facility Limit. During themmitment Period, the Borrower
may use the Swingline Commitment by borrowing, yépgand reborrowing, all in accordance with therte and conditions hereof.
Swingline Loans shall be ABR Loans only.

(b) The Borrower shall repay to the Swingline Lenithe then unpaid principal amount of each Swirgliman on or prior to
the date that is the earlier of (i) 30 days afterdate such Swingline Loan is made and (ii) thenireation Date; providethat on each
date on which a Revolving Loan is borrowed, therBeer shall repay all Swingline Loans then outstagd

2.5 Procedure for Swingline Borrowing; RefundingSsfingline Loans (a) Whenever the Borrower wishes to borrow Swiregl
Loans, it shall give the Swingline Lender irrevoleatelephonic notice confirmed promptly in writighich telephonic notice must be
received by the Swingline Lender not later tharDIPOM., New York City time, on the proposed BorrogDate), specifying (i) the amount
be borrowed and (ii) the requested Borrowing Datei¢h shall be a Business Day during the Commitniartod). Each borrowing under the
Swingline Commitment shall be in an amount equ& 100,000 or a whole multiple thereof. Not lateartt2:00 P.M., New York City time, ¢
the Borrowing Date specified in a notice in resp#cdwingline Loans, the Swingline Lender shall malailable to the Administrative Age
at the Funding Office an amount in immediately &ldé funds equal to the amount of the Swinglinai.to be made by the Swingline
Lender. The Administrative Agent shall make thecgerds of such Swingline Loan available to the Beeroon such Borrowing Date by
depositing such proceeds in the account of thedar with the Administrative Agent on such BorrogiDate in immediately available
funds.
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(b) The Swingline Lender, at any time and from titméime in its sole and absolute discretion mawybehalf of the Borrow:
(which hereby irrevocably directs the Swingline ento act on its behalf), on one Business Bagtice given by the Swingline Len
no later than 12:00 Noon, New York City time, resjueach Lender to make, and each Lender herebgsatpenake, a Revolving Loan,
in an amount equal to such Lender’s Percentageeofiggregate amount of the Swingline Loans (thefuRded Swingline Loari3
outstanding on the date of such notice, to repaystingline Lender. Each Lender shall make the arnoiusuch Revolving Loan
available to the Administrative Agent at the Furid@ffice in immediately available funds, not latiean 10:00 A.M., New York City
time, one Business Day after the date of such @olibe proceeds of such Revolving Loans shall beddiately made available by the
Administrative Agent to the Swingline Lender forpdipation by the Swingline Lender to the repaymafithe Refunded Swingline
Loans. The Borrower irrevocably authorizes the $jie Lender to charge the Borrower’s accounts withAdministrative Agent (up
to the amount available in each such account)deraio immediately pay the amount of such RefurB\@thgline Loans to the extent
amounts received from the Lenders are not suffidcenepay in full such Refunded Swingline Loans.

(c) If prior to the time a Revolving Loan would hkegtherwise been made pursuant to Section 2.5(B)pbthe events
described in Section 7(f) shall have occurred anddntinuing with respect to the Borrower or if &ty other reason, as determined by
the Swingline Lender in its sole discretion, ReundvLoans may not be made as contemplated by $e2titb), each Lender shall, on
the date such Revolving Loan was to have been madiant to the notice referred to in Section 3,5{brchase for cash an undivided
participating interest in the then outstanding Sjlire Loans by paying to the Swingline Lender aroan (the “ Swingline
Participation Amount) equal to (i) such Lender’s Percentage tirfigghe sum of the aggregate principal amountwfrigline Loans
then outstanding that were to have been repaidsuith Revolving Loans.

(d) Whenever, at any time after the Swingline Lerttes received from any Lender such Lender’s SwiedParticipation
Amount, the Swingline Lender receives any paymenaacount of the Swingline Loans, the Swingline demwill distribute to such
Lender its Swingline Participation Amount (apprapely adjusted, in the case of interest paymeatgftect the period of time during
which such Lender’s participating interest was tautding and funded and, in the case of principédliaterest payments, to reflect such
Lender’spro rataportion of such payment if such payment is notisigfit to pay the principal of and interest on@lingline Loans
then due); providedhowever, that in the event that such payment receivedhbySwingline Lender is required to be returnedhsuc
Lender will return to the Swingline Lender any pamtthereof previously distributed to it by the $Sgfine Lender.

(e) Each Lendes obligation to make the Loans referred to in $&c#.5(b) and to purchase participating interegtsymnt tc
Section 2.5(c) shall be absolute and unconditiandl shall not be affected by any circumstanceudinl (i) any setoff, counterclaim,
recoupment, defense or other right that such Lead#re Borrower may have against the Swinglinedegnthe Borrower or any other
Person for any reason whatsoever, (ii) the occagem continuance of a Default or an Event of Ditfauthe failure to satisfy any of t
other conditions specified in Section 4, (iii) agverse change in the condition (financial or otlieg) of the Borrower, (iv) any breach
of this Agreement or any other Loan Document byBberower or any other Lender or (v) any other winstance, happening or event
whatsoever, whether or not similar to any of thredwing.
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2.6 Facility Fees, et¢a) The Borrower agrees to pay to the Administethgent for the account of each Lender a facikty for
the period from and including the date hereof wl#st day of the Commitment Period, computedeficility Fee Rate on the Commitment
of such Lender during the period for which paynmienmhade, payable quarterly in arrears on each Bgmént Date, commencing on the first
such date to occur after the date hereof. In awditf the principal amount of any Loan shall remautstanding and unpaid after the last day
of the Commitment Period, the Borrower agrees jotpahe Administrative Agent, for the account ath Lender, a facility fee for the peri
from the last day of the Commitment Period untd thate on which such amounts are repaid in futhmaed at the Facility Fee Rate on such
amounts, payable quarterly in arrears on each Bgeént Date, commencing on the first such date ifeelast day of the Commitment
Period.

(b) The Borrower agrees to pay to the Administethgent the fees in the amounts and on the datestdsrth in any
written, duly executed fee agreements with the Atstiative Agent and to perform any other obligasi@ontained therein.

2.7 Termination or Reduction of Commitments; Exien®f Termination Date (a) The Borrower shall have the right, upon not
less than three Business Days’ notice to the Adstritive Agent, to terminate the Commitments amrfitime to time, to reduce the amount
of the Commitments; providdtiat no such termination or reduction of Commitrsesitall be permitted if, after giving effect therand to
any prepayments of the Revolving Loans and Swirglioans made on the effective date thereof, thal Eottensions of Credit would exce
the Total Commitments. Any such reduction shalirban amount equal to $1,000,000, or a whole mieltipereof, and shall reduce
permanently the Commitments then in effect.

(b) The Borrower may, by written notice to the Adistrative Agent (such notice being an “ Extendiwtice”) given (i) no
more frequently than once in each calendar yeanodmore than on two occasions and (iii) not thes 35 days prior to the applicable
Termination Date, request the Lenders to considexx¢éension of the then applicable Termination Data later date not more than 364
days after the then current Termination Date. Theniistrative Agent shall promptly transmit any &xsion Notice to each Lender.
Each Lender shall notify the Administrative Agertether it wishes to extend the then applicable Tretion Date not later than
30 days after the date of such Extension Noticé,aary such notice given by a Lender to the Admiaiste Agent, once given, shall be
irrevocable as to such Lender. Any Lender whichsduat expressly notify the Administrative Agentgorio the expiration of such
thirty-day period that it wishes to so extend thert applicable Termination Date shall be deemédthte rejected the Borrowsrieques
for extension of such Termination Date. Lendersseoting to extend the then applicable Terminatiatelare hereinafter referred to as
“ Continuing Lenders, and Lenders declining to consent to extend stedmination Date (or Lenders deemed to have sargst) are
hereinafter referred to as “ Ndfxtending Lenders If the Required Lenders have elected (in thelesand absolute discretion) to so
extend the Termination Date, the Administrative Agghall promptly notify the Borrower of such eieatby the Required Lenders, and
effective on the date which is 30 days after thie désuch notice by the Administrative Agent te Borrower, the Termination Date
shall be automatically and immediately so extengditd regard to Continuing Lenders. No extensiorl bé permitted hereunder withc
the consent of the Required Lenders. Upon the elsfiaf an Extension Notice and upon the extensfaheTermination Date pursuant
to this Section, the Borrower shall be deemed t@hapresented and warranted on and as of theoflatech Extension Notice and the
effective date of such extension, as the case raathbt no Default or Event of Default has occumiad is continuing. Notwithstanding
anything contained in this Agreement to the cogtrao Lender shall have any obligation to exterelbrmination
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Date, and each Lender may at its option, unconmditlp and without cause, decline to extend the Tiestion Date.

(c) If the Termination Date shall have been extendeaccordance with this Section, all referenca®in to the Terminatior
Date” (except with respect to any Non-Extendingdem shall refer to the Termination Date as soredee.

(d) If any Lender shall determine (or be deemeldaiee determined) not to extend the Termination Bateequested by any
Extension Notice given by the Borrower pursuarthte Section, the Commitment of such Non-Extendiagder (including the
obligations of such Lender under Section 2.5 adjl shall terminate on the Termination Date withgiwvtng any effect to such propos
extension, and the Borrower shall on such date@#lye Administrative Agent, for the account of lsion-Extending Lender, the
principal amount of, and accrued interest on, $dch-Extending Lender’s Loans, together with any anis payable to such Lender
pursuant to Section 2.17 and any and all feest@mr@mounts owing to such Non-Extending Lender utide Agreement; providethat
if the Borrower has replaced such Non-Extendingdegmpursuant to paragraph (e) below then the pomasof such paragraph shall
apply. The Total Commitments shall be reduced kyattmount of the Commitment of such Non-Extendingdsz to the extent the
Commitment of such Non-Extending Lender hashesn transferred to one or more Continuing Lengersuant to paragraph (e)
below.

(e) A Non-Extending Lender shall be obligated hat tequest of the Borrower and subject to (i) payrbg the successor
Lender described below to the Administrative Aglentthe account of such Non-Extending Lender ofghiecipal amount of, and
accrued interest on, such Non-Extending Lenderanispand (ii) payment by the Borrower to such Natekding Lender of any
amounts payable to such Non-Extending Lender puatdoaSection 2.17 (as if the purchase of such Ertending Lender’s Loans
constituted a prepayment thereof) and any aneel br other amounts owing to such Non-Extendimgleeunder this Agreement, to
transfer without recourse, representation, warréoityer than a representation that such Lendenbisreated an adverse claim on its
Loans) or expense to such Non-Extending Lendemygtime prior to the Termination Date applicalnestich Non-Extending Lender,
all of such Non-Extending Lender’s rights and oatigns hereunder to another financial institutiog@up of financial institutions
nominated by the Borrower and willing to participais a successor Lender in the place of such Ntm#éixg Lender; providethat, if
such transferee is not already a Lender, (1) suctsferee satisfies all the requirements of thire8ment, and (2) the Administrative
Agent shall have consented to such transfer, wtnctsent shall not be unreasonably withheld or @églaffach such transferee succe
Lender shall be deemed to be a Continuing Lendeuineler in replacement of the transferor Non-Exteméender and shall enjoy all
rights and assume all obligations on the part ohsdon-Extending Lender set forth in this Agreem&saich such transfer shall be
effected pursuant to an Assignment and Assumption.

(f) If the Termination Date shall have been extehilerespect of Continuing Lenders in accordandé thiis Section, any
notice of borrowing pursuant to Section 2.2 orshBcifying a Borrowing Date occurring after the Maration Date applicable to a Non-
Extending Lender or requesting an Interest Penaengling beyond such date shall (i) have no effecespect of such Non-Extending
Lender and (ii) not specify a requested aggregateipal amount exceeding the aggregate Availalden@itments (calculated on the
basis of the Commitments of the Continuing Lenders)
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(g) At any time after a Lender has become a Dédfayltender, the Borrower may (i) reduce the Defagltender’'s
Commitment to be equal to the amount of such DefaulLender’s outstanding Loans (and participationSwingline Loans) at the
time such Lender becomes a Defaulting Lender, bynginotice to such Defaulting Lender and the Adstative Agent (provided that
concurrently with such reduction, the Total Comnahts shall be reduced by the amount by which swefaulting Lender’s
Commitment is reduced) or (ii) terminate in fulet@ommitment of such Defaulting Lender by givindic®to such Defaulting Lender
and the Administrative Agenprrovidedthat (1) at the time of any such termination punsua clause (i), no Default or Event of Default
exists (or, if a Default or Event of Default exidise Required Lenders consent to such terminat{@pxoncurrently with such
termination (A) the Total Commitments shall be reghliby the Commitment of such Defaulting Lendebgiing understood that the
Borrower may not terminate the Commitment of a Dkfiag Lender to the extent that, after giving effto such termination, the Total
Extensions of Credit would exceed the Total Comreiita) and (B) the Borrower shall pay all amounte@dto such Defaulting Lender
hereunder (subject to Section 2.20(c)) less thedmr’s reasonable estimate of the amount (if any) oftargkage costs expected tc
incurred by the Borrower as a result of the eventsrcumstances pursuant to which such LenderrheaDefaulting Lender (which
estimate shall be conclusive, absent manifest)effbie Borrower agrees to return to such Defaultiagder the excess (if any) of its
reasonable estimate of the amount of any breakagts over the actual amount of such breakage cidststermination of the
Commitment of a Defaulting Lender pursuant to 8estion 2.7(g) shall not be deemed to be a waivany right that (x) the Borrower,
the Administrative Agent or any other Lender mayeéhagainst such Defaulting Lender or (y) such DiéfagiLender may have against
the Borrower based on the estimate described iprineeding sentence.

2.8 Prepayments(a) The Borrower may at any time and from timéirize prepay the Loans, in whole or in part, withpremium
or penalty, upon irrevocable notice delivered ® Administrative Agent no later than 12:00 NoonyN¢éork City time, three Business Days
prior thereto, in the case of Eurodollar Loans, aadater than 12:00 Noon, New York City time, dsiness Day prior thereto, in the cas
ABR Loans, which notice shall specify the date antbunt of prepayment and whether the prepaymaeritisirodollar Loans or ABR Loans;
provided, that if a Eurodollar Loan is prepaid on any d#yeo than the last day of the Interest Period apple thereto, the Borrower shall
also pay any amounts owing pursuant to Section. 2Jp@n receipt of any such notice the Administathgent shall promptly notify each
relevant Lender thereof. If any such notice is gjwae amount specified in such notice shall beahdepayable on the date specified therein,
together with (except in the case of Revolving Lo#rat are ABR Loans and Swingline Loans) accroggtést to such date on the amount
prepaid. Partial prepayments of Revolving Loansciishall be in an aggregate principal amount dd@&1000 or a whole multiple of
$500,000 in excess thereof. Partial prepaymenifgline Loans shall be in an aggregate principadunt of $100,000 or a whole multiple
thereof.

(b) If a Lender becomes a Defaulting Lender atreetivhen Swingline Loans are outstanding and suctiroence results in
the existence of Fronting Exposure, then the Boerostall promptly (and in any event within threesBess Days), prepay Loans in an
amount sufficient to eliminate such Fronting Expesiexcept for the mandatory nature thereof, aepayment of Loans pursuant to
this Section 2.8(b) shall be subject to the prawisiof Section 2.8(a); provided that such prepaymey be in the amount needed to
eliminate the Fronting Exposure.
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2.9 Conversion and Continuation Optior(g) The Borrower may elect from time to time tmeert Eurodollar Loans to ABR
Loans by giving the Administrative Agent prior ivaxable notice of such election no later than 100n, New York City time, on the
Business Day preceding the proposed conversion piateidedthat any such conversion of Eurodollar Loans mdy ba made on the last
day of an Interest Period with respect thereto. Boeower may elect from time to time to convert RBoans to Eurodollar Loans by giving
the Administrative Agent prior irrevocable noticesoich election no later than 12:00 Noon, New Y@ity time, on the third Business Day
preceding the proposed conversion date (which aatiall specify the length of the initial InterBgtriod therefor), providetthat no ABR
Loan may be converted into a Eurodollar Loan whanEBvent of Default has occurred and is contindngd the Required Lenders have
determined in their sole discretion not to permithtsconversions. Upon receipt of any such notieeAtiministrative Agent shall promptly
notify each relevant Lender thereof.

(b) Any Eurodollar Loan may be continued as suabnuihe expiration of the then current Interest &bwiith respect thereto
by the Borrower giving irrevocable notice to themiidistrative Agent, in accordance with the appllegtrovisions of the term “Interest
Period” set forth in Section 1.1, of the lengthlud next Interest Period to be applicable to sumdinis, providedhat no Eurodollar Loan
may be continued as such when any Event of Deffiagitoccurred and is continuing and the Requirediéenhave determined in their
sole discretion not to permit such continuatiomsl provided further, that if the Borrower shall fail to give any recpd notice as
described above in this paragraph or if such caation is not permitted pursuant to the precediayipo such Loans shall be
automatically converted to ABR Loans on the last ofasuch then expiring Interest Period. Upon netef any such notice the
Administrative Agent shall promptly notify eacheeant Lender thereof.

2.10 Limitations on Eurodollar Tranchebllotwithstanding anything to the contrary in tAigreement, all borrowings, conversions
and continuations of Eurodollar Loans and all d&des of Interest Periods shall be in such amoantsbe made pursuant to such elections so
that (a) after giving effect thereto, the aggregmircipal amount of the Eurodollar Loans compigséach Eurodollar Tranche shall be equal
to $5,000,000 or a whole multiple of $1,000,00@xaess thereof and (b) no more than 15 Eurodoti@ndhes shall be outstanding at any one

time.

2.11 Interest Rates and Payment Daf{@$ Each Eurodollar Loan shall bear interesefach day during each Interest Period with
respect thereto at a rate per annum equal to thedBllar Rate determined for such day plus Applicable Margin.

(b) Each ABR Loan shall bear interest at a rategpaium equal to the ABR plus the Applicable Margin.

(c) (i) If all or a portion of the principal amouot any Loan shall not be paid when due (whethénastated maturity, by
acceleration or otherwise), such overdue amouritlséar interest at a default rate per annum etguid the case of the Loans, the rate
that would otherwise be applicable thereto purstattie foregoing provisions of this Section pR%, (ii) if all or a portion of any
interest payable on any Loan or any facility feeay other fee payable (excluding any expensesh@r indemnity) hereunder shall 1
be paid when due (whether at the stated matunjtaceeleration or otherwise), such overdue amduait bear interest at a default rate
per annum equal to the rate then applicable to AB&ns plu2%, in each case, with respect to clauses (i) @nabpve, from the date
of such non-payment until such amount is paid Ih(as well after as before judgment). Interestidb@ payable in arrears on each
Interest Payment Date,
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providedthat interest accruing pursuant to paragraph (thisfSection shall be payable from time to timedemand.

2.12 Computation of Interest and Fe€a) Interest and fees payable pursuant heretbtshaalculated on the basis of a 360-day
year for the actual days elapsed, except that, iithect to ABR Loans the rate of interest on widatelculated on the basis of the Base |
the interest thereon shall be calculated on this lodis 365- (or 366-, as the case may be) dayfpedhe actual days elapsed. The
Administrative Agent shall as soon as practicaloigfynthe Borrower and the relevant Lenders of edetermination of a Eurodollar Rate.
Any change in the interest rate on a Loan resufiiogn a change in the ABR or the Eurocurrency Res&equirements shall become
effective as of the opening of business on theaawhich such change becomes effective. The Adtnatige Agent shall as soon as
practicable notify the Borrower and the relevamders of the effective date and the amount of sach change in interest rate.

(b) Each determination of an interest rate by thdenkistrative Agent pursuant to any provision agtAgreement shall
constitute prima facie evidence of such amounts. Atiministrative Agent shall, at the request of Boerower or any Lender, deliver to

the Borrower or such Lender a statement showingjtistations used by the Administrative Agent iredeiining any interest rate
pursuant to Section 2.11(a).

2.13 Inability to Determine Interest RatH prior to the first day of any Interest Period:

(a) the Administrative Agent shall have determifetich determination shall be conclusive and bigdipon the Borrower)
that, by reason of circumstances affecting thevealemarket, adequate and reasonable means daisiotag ascertaining the Eurodoll
Rate for such Interest Period, or

(b) the Administrative Agent shall have receivede®from the Required Lenders that the Euroddlate determined or to
be determined for such Interest Period will notcadeely and fairly reflect the cost to such Lendassconclusively certified by such
Lenders) of making or maintaining their affectedabe during such Interest Period,

the Administrative Agent shall give telecopy orefghonic notice thereof to the Borrower and theviai¢ Lenders as soon as practicable
thereafter. If such notice is given (x) any EurdaloLoans requested to be made on the first daydhf Interest Period shall be made as ABR
Loans, (y) any Loans that were to have been coadam the first day of such Interest Period to Hallar Loans shall be continued as ABR
Loans and (z) any outstanding Eurodollar Loans| fleatonverted, on the last day of the then-curterest Period, to ABR Loans. Until
such notice has been withdrawn by the Administeafigent, no further Eurodollar Loans shall be madeontinued as such, nor shall the
Borrower have the right to convert Loans to Eurtatdloans.

2.14 Pro Rata Treatment and Payments; Notg@sEach borrowing by the Borrower from the Lersdgereunder, each payment by

the Borrower on account of any commitment fee andraduction of the Commitments of the Lendersldt®imade pro rataccording to the
respective Percentages of the Lenders.

(b) Each payment (including each prepayment) byBiw@ower on account of principal of and interesttioe Revolving
Loans shall be made prataaccording to the respective outstanding principabants of the Revolving Loans then held by the lezad
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(c) Notwithstanding anything to the contrary hereilh payments (including prepayments) to be madthb Borrower
hereunder, whether on account of principal, intefegs or otherwise, shall be made without setoffounterclaim and shall be made
prior to 4:00 P.M., New York City time, on the ddate thereof to the Administrative Agent, for tlee@unt of the Lenders at the
Funding Office, in Dollars and in immediately agdile funds. The Administrative Agent shall disttdbguch payments to the Lenders
promptly upon receipt in like funds as receivedarf/ payment hereunder (other than payments oBuhedollar Loans) becomes due
and payable on a day other than a Business Daly,paymment shall be extended to the next succedlismess Day. If any payment on
a Eurodollar Loan becomes due and payable on attiey than a Business Day, the maturity theredf blesextended to the next
succeeding Business Day unless the result of sxttelngion would be to extend such payment into arathlendar month, in which
event such payment shall be made on the immediptebeding Business Day. In the case of any exdarfiany payment of principal
pursuant to the preceding two sentences, intdreston shall be payable at the then applicabled@iag such extension.

(d) Unless the Administrative Agent shall have beetified in writing by any Lender prior to a bowing that such Lender
will not make the amount that would constitutesitgre of such borrowing available to the AdministeAgent, the Administrative
Agent may assume that such Lender is making sucuanavailable to the Administrative Agent, and &dministrative Agent may, in
reliance upon such assumption, make availableg®trrower a corresponding amount. If such amanbt made available to the
Administrative Agent by the required time on ther®wing Date therefor, such Lender shall pay toAldeninistrative Agent, on
demand, such amount with interest thereon, ateaeguial to the greater of (i) the Federal Fundsdiffe Rate and (ii) a rate determined
by the Administrative Agent in accordance with biagkindustry rules on interbank compensation, fier period until such Lender
makes such amount immediately available to the Adtrative Agent. A certificate of the Administnadi Agent submitted to any
Lender with respect to any amounts owing underghragraph shall be conclusive in the absence offest error. If such Lender’'s
share of such borrowing is not made available éoAtiministrative Agent by such Lender within thiggsiness Days after such
Borrowing Date, the Administrative Agent shall alsmentitled to recover such amount with interlestéon at the rate per annum
applicable to ABR Loans from the Borrower within @8ys after written demand therefor.

(e) Unless the Administrative Agent shall have beetified in writing by the Borrower prior to thatd of any payment due
to be made by the Borrower hereunder that the Beravill not make such payment to the Administratigent, the Administrative
Agent may assume that the Borrower is making sagiment, and the Administrative Agent may, but shatlbe required to, in relian
upon such assumption, make available to the Leritensrespectivero ratashares of a corresponding amount. If such paynsembti
made to the Administrative Agent by the Borrowethivi three Business Days after such due date, teidistrative Agent shall be
entitled to recover, on demand, from each Lend&rttich any amount which was made available purstaatite preceding sentence,
such amount with interest thereon at the rate peum equal to the daily average Federal Funds tféeeRate. Nothing herein shall be
deemed to limit the rights of the Administrativeekg or any Lender against the Borrower.

(f) The Borrower agrees that, upon the requedtecddministrative Agent by any Lender, the Borrowdi promptly
execute and deliver to such Lender a promissory (et Note") of the Borrower evidencing any Revolving Loarfsach Lender,
substantially in the form of Exhibit H, with appmigte insertions as to date and principal amoumtyiged, that delivery of
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Notes shall not be a condition precedent to theimeace of the Effective Date or the making of Loan the Effective Date.

2.15 Requirements of Law(a) If the adoption of or any change in any Reguent of Law or in the interpretation or applioati
thereof or compliance by any Lender with any retjoeslirective (whether or not having the forcdaf) from any central bank or other
Governmental Authority made subsequent to the luateof:

(i) shall subject any Lender to any tax of any kivtthtsoever with respect to this Agreement or amp#ollar Loan made t
it, or change the basis of taxation of paymentutth Lender in respect thereof (except for Non-ietl Taxes and Other Taxes
covered by Section 2.16 and net income taxes amtliise taxes imposed in lieu of net income taxes);

(i) shall impose, modify or hold applicable angeeve, special deposit, compulsory loan or sinméguirement against ass
held by, deposits or other liabilities in or foethccount of, advances, loans or other extensiboiedit by, or any other acquisition of
funds by, any office of such Lender that is noteottise included in the determination of the EurtatdRate, which requirements are
generally applicable to loans made by such Lerater;

(iii) shall impose on such Lender any other conditihat is generally applicable to loans made loh diender;

and the result of any of the foregoing is to inseethe cost to such Lender, by an amount that lseictier deems to be material, of making,
converting into, continuing or maintaining Euro@dolLoans, or to reduce any amount receivable heeun respect thereof, then, in any s
case, the Borrower shall promptly pay such Leng@hin ten Business Days after its demand, anytamdil amounts necessary to
compensate such Lender for such increased costlaced amount receivable. If any Lender becométeehto claim any additional amour
pursuant to this paragraph, it shall promptly nyotife Borrower (with a copy to the Administrativgént) of the event by reason of which it
has become so entitled; providgldowever, that no Lender shall be entitled to demand swchpensation more than 90 days following (x)
last day of the Interest Period in respect of wisiebh demand is made or (y) the repayment of tlam los Swingline Loan in respect of which
such demand is made.

(b) If any Lender shall have determined that thepsidn of or any change in any Requirement of Lagarding capital
adequacy or in the interpretation or applicaticgré¢lof or compliance by such Lender or any corponatontrolling such Lender with
any request or directive regarding capital adeqatyether or not having the force of law) from agvernmental Authority made
subsequent to the date hereof shall have the effeetiucing the rate of return on such Lender’'sumh corporation’s capital as a
consequence of its obligations hereunder to a leelelw that which such Lender or such corporatiounid have achieved but for such
adoption, change or compliance (taking into corsitien such Lender’s or such corporation’s policigth respect to capital adequacy)
by an amount deemed by such Lender to be mattrél,from time to time, after submission by suchdes to the Borrower (with a
copy to the Administrative Agent) of a written regtitherefor, the Borrower shall pay to such Lersdeh additional amount or amot
as will compensate such Lender or such corpordtiosuch reduction.

(c) A certificate as to any additional amounts g gursuant to this Section submitted by any Lebol¢éhe Borrower (with
a copy to the Administrative Agent) shall cons#tut
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prima facie evidence of such costs or amounts. Nastanding anything to the contrary in this Seattite Borrower shall not be
required to compensate a Lender pursuant to tlosd®efor any amounts incurred more than six mompttar to the date that such
Lender notifies the Borrower of such Lender’s ititem to claim compensation therefor; providedt, if the circumstances giving rise to
such claim have a retroactive effect, then suchhmixth period shall be extended to include thegaeof such retroactive effect not to
exceed twelve months. The obligations of the Boaopursuant to this Section shall survive for 99sdafter the termination of this
Agreement and the payment of the Loans and alr aim®unts then due and payable hereunder.

2.16 Taxes (a) All payments made by the Borrower under &gseement shall be made free and clear of, andowittleduction
or withholding for or on account of, any presenfudure income, stamp or other taxes, levies, ingahities, charges, fees, deductions or
withholdings, now or hereafter imposed, levied]exkd, withheld or assessed by any Governmenttiokity, excluding (i) net income tax
and franchise taxes (imposed in lieu of net incéaxes) imposed on the Administrative Agent or aeyder as a result of a present or former
connection between the Administrative Agent or suehder and the jurisdiction of the Governmentathuity imposing such tax or any
political subdivision or taxing authority thereaftherein (other than any such connection arisotglg from the Administrative Agent or su
Lender having executed, delivered or performedbigyations or received a payment under, or enfiyrttds Agreement or any other Loan
Document) and (ii) any branch profits tax imposgdh® United States. If any such non-excluded taeeges, imposts, duties, charges, fees,
deductions or withholdings (* NeBxcluded Taxe$) or Other Taxes are required to be withheld frany amounts payable to the
Administrative Agent or any Lender hereunder, thmants so payable to the Administrative Agent ahsiuender shall be increased to the
extent necessary to yield to the Administrative iger such Lender (after payment of all Non-Excllid@xes) interest or any such other
amounts payable hereunder at the rates or in tloeiats specified in this Agreement, providdebwever, that the Borrower shall not be
required to increase any such amounts payableyth@mder with respect to any Non-Excluded Taxeth@} are attributable to such Lender’s
failure to comply with the requirements of paradrég) or (e) of this Section or (ii) that are UitBtates withholding taxes imposed on
amounts payable to such Lender at the time suchdrdrecomes a party to this Agreement, excepta@xitent that such Lenderassignor (i
any) was entitled, at the time of assignment, ¢teire additional amounts from the Borrower withpesst to such Non-Excluded Taxes
pursuant to this paragraph.

(b) In addition, the Borrower shall pay any Othex@&s to the relevant Governmental Authority in adaace with applicabl
law.

(c) Whenever any Non-Excluded Taxes or Other Taxepayable by the Borrower, as promptly as possitdreafter the
Borrower shall send to the Administrative Agentitsrown account or for the account of the relevasrider, as the case may be, a
certified copy of any original official receipt reiwed by the Borrower showing payment thereofadf Borrower fails to pay any Non-
Excluded Taxes or Other Taxes when due to the gpigte taxing authority, the Borrower shall indefgrihe Administrative Agent an
the Lenders for any incremental taxes, interegiemalties that may become payable by the Adminis&r@gent or any Lender as a
result of any such failure.

(d) Each Lender (or Transferee) that is not a “BP&son” as defined in Section 7701(a)(30) of thdeC(a “ NorU.S.
Lender”) shall deliver to the Borrower and the Adminisiva Agent (or, in the case of a Participant, te tiender from which the
related participation shall have been purchased)copies of either U.S. Internal Revenue ServiaenFo
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W-8BEN or Form W-8ECI, or, in the case of a Non LL&nder claiming exemption from U.S. federal witlding tax under

Section 871(h) or 881(c) of the Code with respegiadyments of “portfolio interest”, a statementsahtially in the form of Exhibit G
and a Form W-8BEN, or any subsequent versions dfieresuccessors thereto, properly completed ahdekecuted by such Non U.S.
Lender claiming complete exemption from, or a regliate of, U.S. federal withholding tax on all pegnts by the Borrower under this
Agreement and the other Loan Documents. Such fetrali be delivered by each Non-U.S. Lender on &oreghe date it becomes a
party to this Agreement (or, in the case of anyti€ipant, on or before the date such Participamtipases the related participation). In
addition, each Non U.S. Lender shall deliver surimf promptly upon the obsolescence or invaliditsrey form previously delivered
by such Non U.S. Lender. Each Non-U.S. Lender giralhptly notify the Borrower at any time it detenes that it is no longer in a
position to provide any previously delivered céctife to the Borrower (or any other form of cectfiion adopted by the U.S. taxing
authorities for such purpose). Notwithstanding ather provision of this paragraph, a Non U.S. Lersfall not be required to deliver
any form pursuant to this paragraph that such N& Uender is not legally able to deliver; providdsbwever, if any Nond.S. Lende
fails to file forms with the Borrower and the Adristrative Agent (or, in the case of a Participavith the Lender from which the relat
participation was purchased) on or before the dhetdNon-U.S. Lender becomes a party to this Agregifog, in the case of a
Participant, on or before the date such Participanthased the related participation) entitlingtten-U.S. Lender to a complete
exemption from United States withholding taxesuathstime, such Non-U.S. Lender shall not be emtittereceive any increased
payments from the Borrower with respect to Unitéatés withholding taxes under paragraph (a) of$ieistion, except to the extent that
the Non-U.S. Lender’s assignor (if any) was ertitlat the time of the assignment to the Non-U.$%deg, to receive additional amounts
from the Borrower with respect to United Stateshivitiding taxes.

(e) A Lender that is entitled to an exemption fronteduction of noid.S. withholding tax under the law of the jurisdbictin
which the Borrower is located, or any treaty toethsuch jurisdiction is a party, with respect tgmants under this Agreement shall
deliver to the Borrower (with a copy to the Adminédive Agent), at the time or times prescribedabplicable law or reasonably
requested by the Borrower, such properly complatetiexecuted documentation prescribed by applidatMes will permit such
payments to be made without withholding or at aicedl rate, providethat such Lender is legally entitled to completescaite and
deliver such documentation and in such Lender'giuent such completion, execution or submission dook materially prejudice the
legal position of such Lender.

(f) If the Administrative Agent or any Lender detenes, in its sole discretion, that it has receiaedfund of any Non-
Excluded Taxes or Other Taxes as to which it has liedemnified by the Borrower or with respect toiet the Borrower has paid
amounts pursuant to this Section 2.16, it shallgar such refund to the Borrower (but only to éixéent of indemnity payments made,
or additional amounts paid, by the Borrower unties Section 2.16 with respect to the Non-Excluda®ek or Other Taxes giving rise
to such refund), net of all out-@lacket expenses of the Administrative Agent or dusider and without interest (other than any irge
paid by the relevant Governmental Authority witBpect to such refund); providethat the Borrower, upon the request of the
Administrative Agent or such Lender, agrees to yaha amount paid over to the Borrower (_pluny penalties, interest or other charges
imposed by the relevant Governmental Authorityfh® Administrative Agent or such Lender in the extte Administrative Agent or
such Lender is required to repay such refund tb §kmvernmental Authority. This paragraph shall m®tonstrued to require the
Administrative Agent or any
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Lender to make available its tax returns (or ameotnformation relating to its taxes which it deeaonfidential) to the Borrower or a
other Person.

(g) The agreements in this Section shall surviveofe year after the termination of this Agreenserd the payment of the
Loans and all other amounts payable hereunder.

2.17 Indemnity. The Borrower agrees to indemnify each Lenderdnd to hold each Lender harmless from, any lag®(dhan
the loss of Applicable Margin) or expense that suehder may sustain or incur as a consequence deault by the Borrower in making a
borrowing of, conversion into or continuation ofrdollar Loans after the Borrower has given a moteEquesting the same in accordance
with the provisions of this Agreement, (b) defamjtthe Borrower in making any prepayment of or asion from Eurodollar Loans after the
Borrower has given a notice thereof in accordanitie tive provisions of this Agreement or (c¢) the iagkof a prepayment of Eurodollar
Loans on a day that is not the last day of an éstelPeriod with respect thereto. A certificatecaarty amounts payable pursuant to this Se
submitted to the Borrower by any Lender shall bectgsive in the absence of manifest error. Thiseoawit shall survive for 90 days after the
termination of this Agreement and the payment efltbans and all other amounts payable hereunder.

2.18 Change of Lending OfficeEach Lender agrees that, upon the occurrenceyoéeent giving rise to the operation of
Section 2.15 or 2.16(a) with respect to such Lernitleill, if requested by the Borrower, use reasiole efforts (subject to overall policy
considerations of such Lender) to designate and¢neling office for any Loans affected by such éweith the object of avoiding the
consequences of such event; providduat such designation is made on terms thahdrsole but reasonable judgment of such Lendesecau
such Lender and its lending office(s) to sufferumoeimbursed economic disadvantage or any legaguiatory disadvantage, and provided
further, that nothing in this Section shall affect or paste any of the obligations of the Borrower or tights of any Lender pursuant to
Section 2.15 or 2.16(a).

2.19 Replacement of Lender$he Borrower shall be permitted to replace anydes that (a) requests (on its behalf or any of its
Participants) reimbursement for amounts owing pamsto Section 2.15 or 2.16(a) or (b) becomes alMihg Lender, with a replacement
financial institution; providedhat (i) such replacement does not conflict witl Requirement of Law, (ii) no Event of Default dHave
occurred and be continuing at the time of suchaephent, (iii) prior to any such replacement, duehder shall have taken no action under
Section 2.18 which eliminates the continued neeg&yment of amounts owing pursuant to Section 8r1%16(a), (iv) the replacement
financial institution shall purchase, at par, adkins and other amounts owing to such replaced lemder prior to the date of replacement,
(v) the Borrower shall be liable to such replacesder under Section 2.17 if any Eurodollar Loanmgatb such replaced Lender shall be
purchased other than on the last day of the Int&esod relating thereto, (vi) the replacemenaficial institution, if not already a Lender,
shall be reasonably satisfactory to the Administeaf\gent, (vii) the replaced Lender shall be obteg to make such replacement in
accordance with the provisions of Section 9.6 {jgtedthat the Borrower shall be obligated to pay thestegtion and processing fee referred
to therein), (viii) until such time as such repla@nt shall be consummated, the Borrower shall Badditional amounts (if any) required
pursuant to Section 2.15 or 2.16(a), as the cagebmaand (ix) any such replacement shall not legrdel to be a waiver of any rights that the
Borrower, the Administrative Agent or any other denshall have against the replaced Lender.
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2.20 Defaulting LendersNotwithstanding anything to the contrary contdimethis Agreement, if any Lender becomes a
Defaulting Lender, then, until such time as thatder is no longer a Defaulting Lender, to the expammitted by applicable law:

(a) any payment of principal or other amounts (othan those described in Section 2.20(b)) recelbyethe Administrative
Agent for the account of that Defaulting Lender éttter voluntary or mandatory, at maturity, pursuarection 7 or otherwise, and
including any amounts made available to the Adniaisve Agent by that Defaulting Lender pursuanStction 9.7), shall be applied at
such time or times as may be determined by the Aditnative Agent as followdirst , to the payment of any amounts owing by that
Defaulting Lender to the Administrative Agent hardar;second to the payment on a pro rata basis of any amawitsg by that
Defaulting Lender to the Swingline Lender hereunttérd , if so determined by the Administrative Agent equested by the Swinglit
Lender, to be held as cash collateral for futuredfng obligations of that Defaulting Lender of gmgrticipation in any Swingline Loan;
fourth, as the Borrower may request (so long as no Dedadtvent of Default exists), to the funding ofydroan in respect of which
that Defaulting Lender has failed to fund its pamtthereof as required by this Agreement, as détexirby the Administrative Agent;
fifth , if so determined by the Borrower with the consarthe Administrative Agent, not to be unreasogabithheld, to be held in a
non-interest bearing deposit account and releasectier to satisfy obligations of that Defaultingrider to fund Loans under this
Agreementsixth, to the payment of any amounts owing to the Lendethe Swingline Lender as a result of any judgnoé a court of
competent jurisdiction obtained by any Lender er Swingline Lender against that Defaulting Lendeaaesult of that Defaulting
Lender’s breach of its obligations under this Agneat;seventh so long as no Default or Event of Default exigtghe payment of any
amounts owing to the Borrower as a result of adgioent of a court of competent jurisdiction obtdity the Borrower against that
Defaulting Lender as a result of that Defaultingntler’'s breach of its obligations under this Agreetandeighth, to that Defaulting
Lender or as otherwise directed by a court of cdergurisdiction; provided that if such paymenaipayment of the principal amount
of any Loans in respect of which that Defaultinghtler has not fully funded its appropriate shardnqaayyment shall be applied solely
pay the Loans of all non-Defaulting Lenders on@nata basis prior to being applied to the paynoéainy Loans of that Defaulting
Lender. Any payments, prepayments or other amquaitsor payable to a Defaulting Lender that ardiegifor held) to pay amounts
owed by a Defaulting Lender or to post cash calidfeursuant to this Section 2.20(a) shall be dekepagéd to and redirected by that
Defaulting Lender, and each Lender irrevocably eatshereto;

(b) that Defaulting Lender shall be entitled toei®e (i) any facility fee pursuant to Section 2)d@ any period during
which that Lender is a Defaulting Lender only te txtent allocable to the sum of (1) the outstagg@itincipal amount of Loans funded
by it and (2) the principal amount of the Swinglineans for which it has provided cash collaterakpant to 2.20(a) (and the Borrower
shall (x) be required to pay to the Swingline Lemas applicable, the amount of such fee alloctbits fronting of Extensions of Crec
arising from that Defaulting Lender and (y) notrbguired to pay the remaining amount of such fege dkherwise would have been
required to have been paid to that Defaulting Lendead (ii) interest on Loans funded by such Lergt@r to the period in which such
Lender became a Defaulting Lender or during théogéen which such Lender is a Defaulting Lender;

(c) during any period in which there is a Defawgtirender, for purposes of computing the amounhefdbligation of each
non-Defaulting Lender to acquire, refinance or
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fund participations in Swingline Loans pursuanggztion 2.5, the Percentage of each non-Defaultamgler shall be computed without
giving effect to the Commitment of that Defaultibgnder;provided, that, (i) each such reallocation shall be giviéect only if, at the
date the applicable Lender becomes a Defaultingltemo Default or Event of Default exists; anji thie aggregate obligation of each
non-Defaulting Lender to acquire, refinance or fpagticipations in Swingline Loans shall not excées positive difference, if any, of
(1) the Commitment of that non-Defaulting Lendenus (2) the aggregate outstanding Loans of thati¢erand

(d) that Defaulting Lendes’right to approve or disapprove any amendmenfpleogent, modification, waiver or consent w
respect to this Agreement shall be restricted afogh in Section 9.1.

If the Borrower, the Administrative Agent and Swiing Lender reasonably determine in writing th&@iefaulting Lender should no longer be
deemed to be a Defaulting Lender, the Administeafigent will so notify the parties hereto, wheremps of the effective date specified in
such notice and subject to any conditions set filithein, that Lender will, to the extent applieglpurchase that portion of outstanding Loans
of the other Lenders or take such other actioth@#&dministrative Agent may determine to be neagst cause the Loans and funded and
unfunded participations in Swingline Loans to billan a pro rata basis by the Lenders in accordwiittetheir Percentages (without giving
effect to Section 2.20(c)), whereupon that Lenddlrogase to be a Defaulting Lenderpvidedthat no adjustments will be made retroactively
with respect to fees accrued or payments made by behalf of the Borrower while that Lender wd3edaulting Lender; and provided,
further, that except to the extent otherwise exglyeagreed by the affected parties, no change hdsxfrom Defaulting Lender to Lender v
constitute a waiver or release of any claim of pasty hereunder arising from that Lender’s haviegrba Defaulting Lender.

Cash collateral held by the Administrative Agentéduce Fronting Exposure shall be released tappécable Lender promptly following
() the elimination of the applicable Fronting Expoe or other obligations giving rise thereto (ilthg by the termination of Defaulting
Lender status of the applicable Lender (or, as@pyate, its assignee following compliance with 8t 9.6)); (ii) the Administrative Agent’s
good faith determination that there exists excas$ collateral; and (i) the termination of then@uitment Period and the repayment in full
of all outstanding Loans.

SECTION 3. REPRESENTATIONS AND WARRANTIES

To induce the Administrative Agent and the Lendersnter into this Agreement and to make the Lo#resBorrower hereby
represents and warrants to the Administrative Agexteach Lender, on the Effective Date and, exagptovided in Section 4.2(a), on the
date of each Credit Event hereunder after the Efe®ate, that:

3.1 Financial Condition The audited consolidated balance sheet of theoBer and its consolidated Subsidiaries as of
December 31, 2009, and the related consolidatéehséant of operations and cash flows for the figealr ended on such date, reported on by
Deloitte & Touche LLP, present fairly in all mat&riespects the consolidated financial conditiothefBorrower and its consolidated
Subsidiaries as of such date, and the consolidatadts of its operations and its consolidated ¢asts for the respective fiscal year then
ended. All such financial statements, includingriéslated schedules and notes thereto, have beparpckin accordance with GAAP applied
consistently throughout the periods involved.
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3.2 No Change Since December 31, 2009, there has been no gewelt or event that has had or could reasonabéxpected to
have a Material Adverse Effect, except as disclasele Specified Exchange Act Filings.

3.3 Existence; Compliance with Lavieach of the Borrower and its Significant Subsids (a) is duly organized, validly existing
and in good standing under the laws of its jurisdicof organization, (b) has the corporate powet eorporate authority to own and operate
its property, to lease the property it operatelessee and to conduct the business in which itriently engaged, (c) is duly qualified as a
foreign corporation or other organization and imgastanding under the laws of each jurisdiction nehiss ownership, lease or operation of
property or the conduct of its business require$ sualification except to the extent that theuiaslto so qualify could not reasonably be
expected to have a Material Adverse Effect andg(@) compliance with all Requirements of Law exciepthe extent that the failure to
comply therewith could not, in the aggregate, raabty be expected to have a Material Adverse Effect

3.4 Power; Authorization; Enforceable Obligatiofishe Borrower has the corporate power and corpaathority to make, deliv
and perform the Loan Documents and to obtain eidaa®f credit hereunder. The Borrower has takbnealessary corporate action to
authorize the execution, delivery and performarfdaé®Loan Documents and to authorize the extessidreredit on the terms and conditions
of this Agreement. No consent or authorizatiorfibfig with, notice to or other act by or in respe€, any Governmental Authority or any
other Person is required in connection with theesions of credit hereunder or with the executitahiyery, performance, validity or
enforceability of this Agreement or any of the Ldaomcuments (other than the Indenture), exceptofisents, authorizations, filings and
notices which have been obtained or made and dtd fiorce and effect, (ii) any consent, authotiaa or filing that may be required in the
future the failure of which to make or obtain conlut reasonably be expected to have a Material PsdvEffect and (iii) applicable regulatory
requirements (including the approval of the CPUf)mto foreclosure under the Indenture. This Agneat has been, and each other Loan
Document upon execution and delivery will be, desecuted and delivered. This Agreement constitates,each other Loan Document upon
execution will constitute, a legal, valid and bimgliobligation of the Borrower, enforceable agaihstBorrower in accordance with its terms,
except as enforceability may be limited by (x) &mdle bankruptcy, insolvency, reorganization, naniam or similar laws affecting the
enforcement of creditors’ rights generally, lawgyeheral application related to the enforceabdftgecurities secured by real estate and by
general equitable principles (whether enforcemesbught by proceedings in equity or at law) andpplicable regulatory requirements
(including the approval of the CPUC) prior to fdasure under the Indenture.

3.5 No Legal Bar The execution, delivery and performance of thige®ement and the other Loan Documents, the borgswin
hereunder and the use of the proceeds thereohatiNiolate in any material respect any Requirenoéihaw or any Contractual Obligation of
the Borrower or any of its Significant Subsidiarg® will not result in, or require, the creatianimposition of any Lien on any of their
respective properties or revenues pursuant to aauiRement of Law or any such Contractual Obligafimther than the Liens created by the
Indenture).

3.6 Litigation. (a) No litigation, investigation or proceedingasfbefore any arbitrator or Governmental Authoistpending or, to
the knowledge of the Borrower, threatened in wgithy or against the Borrower or any of its Sigrafit Subsidiaries or against any of their
material respective properties or revenues withaeisto any of the Loan Documents.
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(b) No litigation, investigation or proceeding aftwefore any arbitrator or Governmental Authorgypiending or, to the
knowledge of the Borrower, threatened in writingdryagainst the Borrower or any of its Signific&utbsidiaries or against any of their
material respective properties or revenues, exagpisclosed in the Specified Exchange Act Filitigat could reasonably be expected
to have a Material Adverse Effect.

3.7 No Default No Default or Event of Default has occurred andantinuing.

3.8 Taxes The Borrower and each of its Significant Subsid®has filed or caused to be filed all Federal state returns of
income and franchise taxes imposed in lieu of medine taxes and all other material tax returnsatatequired to be filed and has paid all
taxes shown to be due and payable on said retumvilorespect to any claims or assessments fastaxade against it or any of its property
by any Governmental Authority (other than (i) amyaants the validity of which are currently beingitested in good faith by appropriate
proceedings and with respect to which reservesiiocmity with GAAP have been provided on the book¢he Borrower or any of its
Significant Subsidiaries, as applicable, and (&jras which could not reasonably be expected tezaMaterial Adverse Effect). No tax Lie
have been filed against the Borrower or any oSigmificant Subsidiaries other than (A) Liens faxés which are not delinquent or (B) Liens
for taxes which are being contested in good fajtlafpropriate proceedings and with respect to wiaskrves in conformity with GAAP ha
been provided on the books of the Borrower or drijs@ignificant Subsidiaries, as applicable.

3.9 Federal RegulationdNo part of the proceeds of any Loans, and norakiensions of credit hereunder, will be used for
“buying” or “carrying” any “margin stock” within th respective meanings of each of the quoted tenusriRegulation U as now and from
time to time hereafter in effect or for any purptisat violates the provisions of the Regulationshef Board.

3.10 ERISA. No Reportable Event has occurred during theyaar period prior to the date on which this repnéstton is made ¢
deemed made with respect to any Plan, and eacthBfacomplied with the applicable provisions of &Rland the Code, except, in each
case, to the extent that any such Reportable Erdaflure to comply with the applicable provisioofSERISA or the Code could not
reasonably be expected to result in a Material Aslv&ffect. During the five year period prior t@ tthate on which this representation is made
or deemed made, there has been no (i) failure termaequired contribution to any Plan that woaslutt in the imposition of a lien or other
encumbrance or the provision of security underiSeet30 of the Code or Section 303 or 4068 of ERI8Ahe arising of such a lien or
encumbrance; or (ii) “unpaid minimum required cdmition” or “accumulated funding deficiency” (asfihed or otherwise set forth in
Section 4971 of the Code or Part 3 of Subtitle Bide | of ERISA), whether or not waived, excejpteach case, to the extent that such event
could not reasonably be expected to result in seN&tAdverse Effect. No termination of a Single layer Plan has occurred, and no Lie
favor of the PBGC or a Plan has arisen, during $ivehyear period. The present value of all accrbedefits under each Single Employer
Plan (based on those assumptions used to fund™ank) did not, as of the last annual valuatioe gaior to the date on which this
representation is made or deemed made, exceedline of the assets of such Plan allocable to sactuad benefits, except as could not
reasonably be expected to result in a Material Aslr&ffect. Neither the Borrower nor any Commontnolled Entity has had a complete
or partial withdrawal from any Multiemployer Planrihg the five year period prior to the date onethihis representation is made or dee!
made that has resulted or could reasonably be teghem result in a material liability under ERIS#d neither the Borrower nor any
Commonly Controlled Entity would become subjecafty liability under ERISA if the Borrower or anycsuCommonly Controlled Entity
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were to withdraw completely from all MultiemployBtans as of the valuation date most closely pracgitiie date on which this
representation is made or deemed made, excepubibrumt reasonably be expected to result in a N&tAdverse Effect. No such
Multiemployer Plan is in Reorganization or Insoltien

3.11 Investment Company Act; Other RegulatiomBe Borrower is not an “investment company”, @oapany “controlled” by
an “investment company”, within the meaning of theestment Company Act of 1940, as amended. Oddhe hereof, the Borrower is not
subject to regulation under any Requirement of Kather than (a) Regulation X of the Board and @gtdns 817-830, and Sections 701 and
851 of the California Public Utilities Code) thanilts its ability to incur Indebtedness under tAgreement.

3.12 Use of Proceeds he proceeds of the Revolving Loans and the Simed.oans shall be used for general corporate qaesg,
including commercial paper back-up and to suppquidity requirements associated with the Borrowemergy procurement hedging
activities.

3.13_Environmental MattersExcept as disclosed in the Specified ExchangeFfictgs, the Borrower and its Significant
Subsidiaries do not have liabilities under Enviremtal Laws or relating to Materials of Environmér@ancern that would reasonably be
expected to have a Material Adverse Effect, anthédknowledge of the Borrower, there are no fagtsumstances or conditions that could
reasonably be expected to give rise to such liasli

3.14 Regulatory MattersSolely by virtue of the execution, delivery aretformance of, or the consummation of the transasti
contemplated by this Agreement, no Lender shatirdgecome subject to regulation (a) under the FP@®)as a “public utility” or “public
service corporation” or the equivalent under angi@ment of Law.

SECTION 4. CONDITIONS PRECEDENT

4.1 Conditions to the Effective Dat& he occurrence of the Effective Date and thecgiffeness of this Agreement is subject to the
satisfaction of the following conditions precedentor before June 30, 2010:

(a) Credit AgreementThe Administrative Agent shall have received thigeement, executed and delivered by the Admxtisi
Agent, the Borrower and each Person listed on Sdbed1A.

(b) Consents and Approval#\ll governmental and third party consents andrapgls necessary in connection with this Agreer
and the other Loan Documents and the transactiomemplated hereby shall have been obtained airdfo# force and effect; and the
Administrative Agent shall have received a ceréifecof a Responsible Officer to the foregoing dffec

(c) Fees The Lenders, the Arrangers and the Administrafigent shall have received all fees required tpdid, and all expens
for which invoices have been presented (includirggreasonable fees and expenses of legal couosedy,before the Effective Date.

(d) Closing Cetrtificate; Certified Articles of Inguoration; Good Standing Certificate$he Administrative Agent shall have
received (i) a certificate of the Borrower, dathd Effective Date, substantially in the form of kbihD, with appropriate insertions and
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attachments, including the articles of incorpomaiid the Borrower certified by the Secretary oftStaf the State of California, and (i) a
good standing certificate for the Borrower from Sexretary of State of the State of Californiahsciosing certificate shall contain a
confirmation by the Borrower that the conditionsqadent set forth in this Section 4.1 have beésfisat

(e) Legal Opinion The Administrative Agent shall have receivedlggal opinion of Orrick, Herrington & Sutcliffe LLRounsel
to the Borrower, substantially in the form of Exhib.

(f) Representations and Warrantigsach of the representations and warranties madeebBorrower in this Agreement that does
not contain a materiality qualification shall badrand correct in all material respects on and &secEffective Date, and each of the
representations and warranties made by the Borrimatais Agreement that contains a materiality dication shall be true and correct
on and as of the Effective Date (or, to the exgeiwh representations and warranties specificaiyeado an earlier date, that such
representations and warranties were true and ¢darredl material respects, or true and correcthascase may be, as of such earlier
date).

(9) No Default No Default or Event of Default shall have occdreend be continuing.

4.2 Conditions to Each Credit Eventhe agreement of each Lender to make any Loauhder (a “ Credit Everi}, on any date
(including any Credit Event to occur on the EffeetDate) is subject to the satisfaction of thedieihg conditions precedent:

(a) Representations and Warranti€&ach of the representations and warranties madeebBorrower in this Agreement that does
not contain a materiality qualification (other thawith respect to any Credit Event after the EffexDate, the representations and
warranties set forth in Section 3.2, 3.6(b) an@Bshall be true and correct in all material re¢peo and as of the date of such Credit
Event as if made on and as of such date, and ddbk cepresentations and warranties made by theo®er in this Agreement that
contains a materiality qualification (other thantharespect to any Credit Event after the Effecideate, the representations and
warranties set forth in Sections 3.2, 3.6(b) ari@Bshall be true and correct on and as of suah (@at to the extent such representations
and warranties specifically relate to an earligedthat such representations and warranties weeeand correct in all material respects,
or true and correct, as the case may be, as ofeartier date).

(b) No Default. No Default or Event of Default shall have occdreand be continuing on the date of such Credit Egeafter
giving effect to the Credit Event requested to @@eon such date.

Each borrowing of Loans hereunder shall constiéutepresentation and warranty by the Borrower deetlate of such Credit Event that the
conditions contained in this Section 4.2 have Iszgisfied.

SECTION 5. AFFIRMATIVE COVENANTS

The Borrower hereby agrees that, so long as then@timents remain in effect, or any Loan, any intecgsany Loan or any fee
payable to any Lender or the Administrative Agesrtdunder remains outstanding, or any other ambentdue and payable is owing to any
Lender or the Administrative Agent hereunder, tloerBwer shall and, with respect to Sections 5.3%6¢b), shall cause its Significant
Subsidiaries to:
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5.1 Financial Statement$-urnish to the Administrative Agent with a cogy €ach Lender, and the Administrative Agent shall
deliver to each Lender:

(a) as soon as available, but in any event witRit days after the end of each fiscal year of thedeer, a copy of the audited
consolidated balance sheet of the Borrower antbitsolidated Subsidiaries as at the end of suchayehthe related audited
consolidated statements of operations and casts flomsuch year, setting forth in each case in aratpre form the figures for the
previous year, reported on without a “going contemlike qualification or exception, or qualifidgah arising out of the scope of the
audit, by Deloitte & Touche LLP or other independeertified public accountants of nationally recgu standing; and

(b) as soon as available, but in any event not then 60 days after the end of each of the finst¢ quarterly periods of each fis
year of the Borrower, the unaudited consolidatddrizze sheet of the Borrower and its consolidatdes@liaries as at the end of such
quarter and the related unaudited consolidatedrataits of operations and cash flows for such quantg the portion of the fiscal year
through the end of such quarter, setting forthaohecase in comparative form the figures for tlevious year, certified by a
Responsible Officer as being fairly stated in aditemial respects (subject to normal year-end adjitstments).

All such financial statements shall be complete @ordect in all material respects and shall be areg in reasonable detail and in accordance
with GAAP applied (except as approved by such aetamis or officer, as the case may be, and disdlmseeasonable detail therein)
consistently throughout the periods reflected timeaad with prior periods. The Borrower shall behed to have delivered the financial
statements required to be delivered pursuant $o3hction 5.1 upon the filing of such financiatetaents by the Borrower through the SEC’s
EDGAR system or the publication by the Borroweswoth financial statements on its website.

5.2 Certificates; Other Informatiarurnish to the Administrative Agent with a copy €ach Lender (or, in the case of clause (c),
the relevant Lender), and the Administrative Agsmll deliver to each Lender:

(a) within two days after the delivery of any firgad statements pursuant to Section 5.1, (i) dfete of a Responsible Officer
stating that such Responsible Officer has obtameknowledge of any Default or Event of Defaultepicas specified in such certifici
and (ii) in the case of quarterly or annual finahstatements, a Compliance Certificate, substnirathe form of Exhibit C, containin
all information and calculations reasonably neassfa determining compliance by the Borrower wiitie provisions of this Agreement
referred to therein as of the last day of the fiscarter or fiscal year of the Borrower, as theecmay be;

(b) within five days after the same are sent, copieall financial statements and reports thatBbeower sends to the holders of
any class of its debt securities or public equiigwsities, providedhat, such financial statements and reports skalldemed to have
delivered upon the filing of such financial statetseand reports by the Borrower through the SE@&ER system or publication by
the Borrower of such financial statements and rtspam its website; and

(c) promptly, such additional financial and otha&fiormation as any Lender, through the Administmatgent, may from time to
time reasonably request.
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5.3 Payment of TaxesPay all taxes due and payable or any other tsasaments made against the Borrower or any of its
Significant Subsidiaries or any of their respectiveperty by any Governmental Authority (other tifgrany amounts the validity of which
are currently being contested in good faith by appate proceedings and with respect to which xesein conformity with GAAP have been
provided on the books of the Borrower or any ofSignificant Subsidiaries, as applicable or (ii)amhthe failure to effect such payment cc
not reasonably be expected to have a Material AdvEffect).

5.4 Maintenance of Existence; Compliange)(i) Preserve, renew and keep in full force afidct its organizational existence and
(i) take all reasonable action to maintain alhtigy privileges and franchises necessary or ddsimatthe normal conduct of its business,
except, in each case, as otherwise permitted biyoBeg 3 and except, in the case of clause (iivabto the extent that failure to do so could
not reasonably be expected to have a Material AdvEffect; (b) comply with all Contractual Obligais except to the extent that failure to
comply therewith could not, in the aggregate, raabty be expected to have a Material Adverse E#adt(c) comply with all Requirements
of Law except for any Requirements of Law beingtested in good faith by appropriate proceedingsexu@pt to the extent that failure to
comply therewith could not, in the aggregate, raabty be expected to have a Material Adverse Effect

5.5 Maintenance of Property; Insurande) Keep all property useful and necessary ibutsiness in good working order and
condition, ordinary wear and tear excepted, extefite extent that failure to do so could nothie &ggregate, reasonably be expected to hav
a Material Adverse Effect, and (b) maintain withdincially sound and reputable insurance compangsance on all its material property in
at least such amounts and against at least slchassare usually insured against in the same gleswera by companies engaged in the same
or a similar business of comparable size and filhstrength and owning similar properties in theng general areas in which the Borrower
operates, which may include self-insurance, if sheteed by the Borrower to be reasonably prudent.

5.6 Inspection of Property; Books and Records; isions (a) Keep proper books of records and accounthiicwfull, true and
correct entries in conformity with GAAP and all Régments of Law shall be made of all dealings tadsactions in relation to its business
and activities and (b) unless a Default or EveriDefault has occurred and is continuing, not mbesmtonce a year and after at least five
Business Days’ notice, (i) permit representativieany Lender to visit and inspect any of its prdigsrand examine and make abstracts from
any of its books and records at any reasonablettndéscuss the business, operations, propertig@dimancial and other condition of the
Borrower and its Significant Subsidiaries with offis and employees of the Borrower and its SigaitiSubsidiaries and (ii) use
commercially reasonable efforts to provide for tleaders (in the presence of representatives oBtmsower) to meet with the independent
certified public accountants of the Borrower arsdStibsidiaries; providedhat any such visits or inspections shall beestltp such
conditions as the Borrower and each of its SigaificSubsidiaries shall deem necessary based anadae considerations of safety and
security; and providedfurther, that neither the Borrower nor any Significant Sidlary shall be required to disclose to any Leratats
agents or representatives any information whiculgect to the attorney-client privilege or attorweork-product privilege properly asserted
by the applicable Person to prevent the loss df puiwilege in connection with such informationwaich is prevented from disclosure
pursuant to a confidentiality agreement with tipedties.

5.7 Notices Promptly give notice to the Administrative Agevith a copy for each Lender of, and the Administeaidgent shall
deliver such notice to each Lender:
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(a) when known to a Responsible Officer, the o@ure of any Default or Event of Default;
(b) any change in the Rating issued by either S&Maody’s; and

(c) the following events, as soon as possible arahy event within 30 days after the Borrower kndiweseof: (i) the occurrence
any Reportable Event with respect to any Plan whahinot been waived, a failure to make any reduirmimum contribution to a Pl
under Section 412 or 430 of the Code, the creati@ny Lien in favor of the PBGC with respect tBlan or any withdrawal by the
Borrower or any Commonly Controlled Entity from,the termination, Reorganization or Insolvencyawfy Multiemployer Plan or
(i) the institution of proceedings or the takingamy other material action by the PBGC or the Baer or any Commonly Controlled
Entity or any Multiemployer Plan with respect t@ tithdrawal from, or the termination, Reorganiaator Insolvency of, any Plan.

5.8 Maintenance of Licenses, et@laintain in full force and effect any authorizatj consent, license or approval of any
Governmental Authority necessary for the condughefBorrower’s business as now conducted by iite@essary in connection with this
Agreement, except to the extent the failure toa@oauld not reasonably be expected to have a Matkdverse Effect.

SECTION 6. NEGATIVE COVENANTS

The Borrower hereby agrees that, so long as then@tnents remain in effect, or any Loan, or anyriest on any Loan or any fee
payable to any Lender or the Administrative Agesrtdunder remains outstanding, or any other ambentdue and payable is owing to any
Lender or the Administrative Agent hereunder, tloerBwer shall not and, with respect to Section k|l not permit its Significant
Subsidiaries to:

6.1 Consolidated Capitalization Rati®ermit the Consolidated Capitalization Ratio loa last day of any fiscal quarter, from and
after the last day of the first fiscal quarter engafter the Effective Date, to exceed 0.65 to 1.00

6.2 Liens. Create, incur, assume or suffer to exist any ujgon any assets of the Borrower or any SignifiGmisidiary, whether
now owned or hereafter acquired, except for (inkisecuring the Borrower’s obligations to the Adstiative Agent and the Lenders under
this Agreement and the other Loan Documents ahdiéns permitted by the Indenture.

6.3 Fundamental ChangeEnter into any merger, consolidation or amalg&mnabr liquidate, wind up or dissolve itself (arffer
any liquidation or dissolution), or Dispose of allsubstantially all of its property or businese(uding, without limitation, rental equipment
or leasehold interests and excluding the saleaosfer of any accounts receivable or of any amadhiatsare accrued and recorded in a
regulatory account for collections by the Borrowrreach case, in connection with a securitizatiiansaction), except that the Borrower may
be merged, consolidated or amalgamated with an&#eson or Dispose of all or substantially alltefgroperty or business so long as, after
giving effect to such transaction, (a) no DefaulEwent of Default shall have occurred and be cairig, (b) either (i) the Borrower is the
continuing or surviving corporation of such mergamsolidation or amalgamation or (ii) the contirubr surviving corporation of such
merger, consolidation or amalgamation, if not tleerBwer or the purchaser, shall have assumed Bdjattons of the Borrower under the
Loan Documents pursuant to arrangements reasosatifactory to the Administrative
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Agent and (c) the ratings by Moody’s and S&P of ¢beatinuing or surviving corporation’s or purchdsesenior, unsecured, non credit-
enhanced debt shall be at least the higher of #88Brom Moody’s and BBB- from S&P and (2) themgs by such rating agencies of the
Borrower’s senior, unsecured, non creglifianced debt in effect before the earlier of tmurence or the public announcement of such e

SECTION 7. EVENTS OF DEFAULT
If any of the following events shall occur and leatinuing on or after the Effective Date:

(a) the Borrower shall fail to pay any principalasfy Loan when due in accordance with the termsdigor the Borrower shall fi
to pay any interest on any Loan, or any other arhpayable hereunder or under any other Loan Doctiméihin five Business Days
after any such interest or other amount becomesndaecordance with the terms hereof; or

(b) any representation or warranty made or deenetkrby the Borrower herein or in any other Loanuoent or that is
contained in any certificate, document or finanoiabther statement furnished by it at any timeasrat in connection with this
Agreement or any such other Loan Document shallepto have been inaccurate in any material respeot as of the date made or
deemed made, unless, as of any date of determindtie facts or circumstances to which such reptasen or warranty relates have
changed with the result that such representatiamaoranty is true and correct in all material resp@n such date; or

(c) the Borrower shall default in the observanceenformance of any agreement contained in Seétibor Section 6.3 of this
Agreement; or

(d) the Borrower shall default in the observancpenformance of any other agreement containedisnAgreement or any other
Loan Document (other than as provided in paragréhthrough (c) of this Section), and such defaldll continue unremedied for a
period of 30 days after notice to the Borrower friivea Administrative Agent at the request of the tesgl Lenders; or

(e) the Borrower or any of its Significant Subsidia shall (i) default in making any payment of gmincipal of any Indebtedness
(including any Guarantee Obligation, but excluding Loans) on the due date with respect thereter(giving effect to any period of
grace, if any, provided in the instrument or agrestunder which such Indebtedness was creategi)) default in making any payme
of any interest on any such Indebtedness beyonpdtied of grace, if any, provided in the instrumenagreement under which such
Indebtedness was created; or (iii) default in theepvance or performance of any other agreemesaratition relating to any such
Indebtedness or contained in any instrument oresgedt evidencing, securing or relating theret@ror other event shall occur or
condition exist, the effect of which default or etlevent or condition is to cause, or (in the e#sal Indebtedness other than
Indebtedness under any Swap Agreement) to permhalder or beneficiary of such Indebtedness foustee or agent on behalf of si
holder or beneficiary) to cause, with the givingetice if required, such Indebtedness to beconeepdior to its stated maturity or (in
the case of any such Indebtedness constitutingsaa@tee Obligation) to become payable; provideat, drdefault, event or condition
described in clause (i), (ii) or (iii) of this paraph (e) shall not at any time constitute an Ewémefault unless, at such time, one or
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more defaults, events or conditions of the typedeed in clauses (i), (ii) and (iii) of this paragh (e) shall have occurred and be
continuing with respect to Indebtedness the outtgnprincipal amount of which exceeds in the aggte $100,000,000; provided
further, that unless payment of the Loans hereunder headl been accelerated, if such default shall bedcoly the Borrower or such
Significant Subsidiary or waived by the holderso€h Indebtedness and any acceleration of matuaiting resulted from such default
shall be rescinded or annulled, in each case,dardance with the terms of such agreement or imstni, without any modification of
the terms of such Indebtedness requiring the Baraw such Significant Subsidiary to furnish setyuor additional security therefor,
reducing the average life to maturity thereof @réasing the principal amount thereof, or any ageze by the Borrower or such
Significant Subsidiary to furnish security or adlhial security therefor or to issue in lieu therbafebtedness secured by additional or
other collateral or with a shorter average lifertaturity or in a greater principal amount, then 8efault hereunder by reason thereof
shall be deemed likewise to have been thereup@daurwaived; or

(f (i) the Borrower or any of its Significant Suthsries shall commence any case, proceeding @r atttion (A) under any
existing or future law of any jurisdiction, domestir foreign, relating to bankruptcy, insolvenayprganization or relief of debtors,
seeking to have an order for relief entered wiipeet to it, or seeking to adjudicate it a bankarghsolvent, or seeking reorganization,
arrangement, adjustment, winding up, liquidatidesdlution, composition or other relief with resperit or its debts, or (B) seeking
appointment of a receiver, trustee, custodian, @masor or other similar official for it or for atlr any substantial part of its assets, ol
Borrower or any of its Significant Subsidiaries Ifheake a general assignment for the benefit ofriéslitors; or (ii) there shall be
commenced against the Borrower or any of its Sicguift Subsidiaries any case, proceeding or oth@racf a nature referred to in
clause (i) above that (A) results in the entrymbader for relief or any such adjudication or appmoent or (B) remains undismissed,
undischarged or unbonded for a period of 60 day§ijipthere shall be commenced against the Boaoar any of its Significant
Subsidiaries any case, proceeding or other acéekisg issuance of a warrant of attachment, exatudistraint or similar process
against all or any substantial part of its asdesriesults in the entry of an order for any swiet that shall not have been vacated,
discharged, or stayed or bonded pending appeainsdthdays from the entry thereof; or (iv) the Bover or any of its Significant
Subsidiaries shall generally not, or shall be uaab) or shall admit in writing its inability toay its debts as they become due; or

(9) a trustee shall be appointed to administerRiap under Section 4042 of ERISA, or the PBGC shatltute proceedings to
terminate, or to have a trustee appointed to admeinany Plan and such proceedings shall contindismissed or unstayed and in
effect for a period of 60 days, but only if any swwent could reasonably be expected to resulMiatzrial Adverse Effect; or

(h) one or more judgments or decrees shall be ehiagainst the Borrower or any of its SignificanbSidiaries involving in the
aggregate a liability (not paid or, subject to onsary deductibles, fully covered by insurance astiech the relevant insurance
company has not denied coverage) of $100,000,08@00e, and all such judgments or decrees shahawg been vacated, discharged,
stayed or bonded pending appeal within 30 days ff@entry thereof; or

(i) there shall have occurred a Change of Control.
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then, and in any such event, (A) if such evennig&aent of Default specified in clause (i) or @) paragraph (f) above with respect to the
Borrower, automatically the Commitments shall immaggly terminate and the Loans (with accrued irsetieereon) and all other amounts
owing under this Agreement and the other Loan Dantsishall immediately become due and payable(B)nid such event is any other
Event of Default, either or both of the followingtans may be taken: (i) with the consent of theied Lenders, the Administrative Agent
may, or upon the request of the Required LendeesAtiministrative Agent shall, by notice to the Baver declare the Commitments to be
terminated forthwith, whereupon the Commitmentdlshanediately terminate; and (ii) with the consefithe Required Lenders, the
Administrative Agent may, or upon the request &f Required Lenders, the Administrative Agent stlinotice to the Borrower, declare the
Loans (with accrued interest thereon) and all ofmounts owing under this Agreement and the otbanlDocuments to be due and payable
forthwith, whereupon the same shall immediatelyonee due and payable. Except as expressly proviseekan this Section, presentment,
demand, protest and all other notices of any kiechareby expressly waived by the Borrower.

SECTION 8. THE AGENTS

8.1 Appointment Each Lender hereby irrevocably designates andiafgpthe Administrative Agent as the agent of suehder
under this Agreement and the other Loan Documents.each such Lender irrevocably authorizes theiAidtrative Agent, in such capacity,
to take such action on its behalf under the prowisiof this Agreement and the other Loan Documamdisto exercise such powers and
perform such duties as are expressly delegatdtetddministrative Agent by the terms of this Agresrhand the other Loan Documents,
together with such other powers as are reasonabigantal thereto. Notwithstanding any provisiorthte contrary elsewhere in this
Agreement, the Administrative Agent shall not hawg duties or responsibilities, except those exbyeset forth herein, or any fiduciary
relationship with any Lender, and no implied cov@safunctions, responsibilities, duties, obligati@r liabilities shall be read into this
Agreement or any other Loan Document or otherwigst @against the Administrative Agent.

8.2 Delegation of DutiesThe Administrative Agent may execute any of itsies under this Agreement and the other Loan
Documents by or through agents or attorneys indadtshall be entitled to advice of counsel coriograll matters pertaining to such duties.
The Administrative Agent shall not be responsilolethe negligence or misconduct of any agentstorrays-in-fact selected by it with
reasonable care.

8.3 Exculpatory ProvisionsNeither any Agent nor any of their respectiveceffs, directors, employees, agents, attorneyadndi
affiliates shall be (i) liable for any action lavilfutaken or omitted to be taken by it or such Barander or in connection with this Agreement
or any other Loan Document (except to the exteattany of the foregoing are found by a final andappealable decision of a court of
competent jurisdiction to have resulted from itsoch Person’s own gross negligence or willful mingtuct) or (i) responsible in any manner
to any of the Lenders for any recitals, statemep{sesentations or warranties made by the Borrawany officer thereof contained in this
Agreement or any other Loan Document or in anyifgeate, report, statement or other document refitto or provided for in, or received by
the Agents under or in connection with, this Agreetror any other Loan Document or for the valudiditg, effectiveness, genuineness,
enforceability or sufficiency of this Agreementany other Loan Document or for any failure of treri®wer to perform its obligations
hereunder or thereunder. The Agents shall not berany obligation to any Lender to ascertain antmire as to the observance or
performance of any of the agreements containeariopnditions of, this Agreement (other than (ia tase of the Administrative Agent only)
to confirm
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receipt of the deliverables required pursuant wtiSe 4.1) or any other Loan Document, or to insplee properties, books or records of the
Borrower.

8.4 Reliance by Administrative AgenThe Administrative Agent shall be entitled toyrednd shall be fully protected in relying,
upon any instrument, writing, resolution, noticensent, certificate, affidavit, letter, telecopsleix or teletype message, statement, order or
other document or conversation believed by it tgéeuine and correct and to have been signedpsemade by the proper Person or Persons
and upon advice and statements of legal counsgliimg counsel to the Borrower), independent antamts and other experts selected b
Administrative Agent. The Administrative Agent mdgem and treat the payee of any Note as the oWwaerdf for all purposes unless a
written notice of assignment, negotiation or transfiereof shall have been filed with the Admirgitre Agent. The Administrative Agent
shall be fully justified in failing or refusing take any action under this Agreement or any otleamLDocument unless it shall first receive
such advice or concurrence of the Required Len@ersf so specified by this Agreement, all Lendexs it deems appropriate or it shall first
be indemnified to its satisfaction by the Lendegaiast any and all liability and expense that meyrizurred by it by reason of taking or
continuing to take any such action. The AdministeAgent shall in all cases be fully protectedating, or in refraining from acting, under
this Agreement and the other Loan Documents inrdecae with a request of the Required Lendersf(so, specified by this Agreement, all
Lenders), and such request and any action takéailore to act pursuant thereto shall be bindingrupll the Lenders and all future holders of
the Loans.

8.5 Natice of Default The Administrative Agent shall not be deemedaeenknowledge or notice of the occurrence of anfalle
or Event of Default unless the Administrative Aghast received notice from a Lender or the Borrawtarring to this Agreement, describing
such Default or Event of Default and stating thattsnotice is a “notice of default”. In the evelmat the Administrative Agent receives such a
notice, the Administrative Agent shall give nottbereof to the Lenders. The Administrative Ageralstake such action with respect to such
Default or Event of Default as shall be reasonalilgcted by the Required Lenders (or, if so spedibly this Agreement, all Lenders);
providedthat unless and until the Administrative Agent hale received such directions, the Administrathgent may (but shall not be
obligated to) take such action, or refrain fromingksuch action, with respect to such Default oerfifvof Default as it shall deem advisable in
the best interests of the Lenders.

8.6 NonReliance on Agents and Other LendeEach Lender expressly acknowledges that neitieeAgents nor any of their
respective officers, directors, employees, agattsineys in fact or affiliates have made any repngations or warranties to it and that no act
by any Agent hereafter taken, including any revidwhe affairs of the Borrower or any of its afiites, shall be deemed to constitute any
representation or warranty by any Agent to any leenBach Lender represents to the Agents thasitihdependently and without reliance
upon any Agent or any other Lender, and based cm documents and information as it has deemed pppte, made its own appraisal of
and investigation into the business, operatiorgpenty, financial and other condition and creditthoress of the Borrower and its affiliates
and made its own decision to make its Loans hemuaied enter into this Agreement. Each Lender@presents that it will, independently
and without reliance upon any Agent or any otherder, and based on such documents and informadid@rshall deem appropriate at the
time, continue to make its own credit analysis,rafgals and decisions in taking or not taking actiader this Agreement and the other Loan
Documents, and to make such investigation as inde®cessary to inform itself as to the busingssiations, property, financial and other
condition and creditworthiness of the Borrower &ndffiliates. Except for notices, reports andestdocuments expressly required to be
furnished to the Lenders by the Administrative Ageereunder, the
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Administrative Agent shall not have any duty ompmssibility to provide any Lender with any creditaiher information concerning the
business, operations, property, condition (findnmiaotherwise), prospects or creditworthinesshef Borrower or any of its affiliates that may
come into the possession of the Administrative Agerany of its officers, directors, employees,raggeattorneys in fact or affiliates.

8.7 Indemnification The Lenders agree to indemnify each Agent inaizacity as such (to the extent not reimbursedéy t
Borrower and without limiting the obligation of tB®rrower to do so), ratably according to theipexgtive Percentages in effect on the date
on which indemnification is sought under this Sattfor, if indemnification is sought after the dapeon which the Commitments shall have
terminated and the Loans shall have been paidliréably in accordance with such Percentagesediately prior to such date), from and
against any and all liabilities, obligations, lossgamages, penalties, actions, judgments, soi$s,expenses or disbursements of any kind
whatsoever that may at any time (whether befor&ter the payment of the Loans) be imposed onfieduby or asserted against such Agent
in any way relating to or arising out of, the Cortrments, this Agreement, any of the other Loan Daenisior any documents contemplated
by or referred to herein or therein or the trarisastcontemplated hereby or thereby or any actikari or omitted by such Agent under or in
connection with any of the foregoing; provididat no Lender shall be liable for the paymentrof portion of such liabilities, obligations,
losses, damages, penalties, actions, judgments, sasts, expenses or disbursements that are fipuadinal and nonappealable decision of a
court of competent jurisdiction to have resultezhfrsuch Agent’'s gross negligence or willful miscoeid

8.8 Agent in Its Individual CapacityEach Agent and its affiliates may make loanstzept deposits from and generally engag
any kind of business with the Borrower as thougthsfigent were not an Agent. With respect to itsisomade or renewed by it, each Agent
shall have the same rights and powers under thisekgent and the other Loan Documents as any Lemiemay exercise the same as thq
it were not an Agent, and the terms “Lender” andritlers” shall include each Agent in its individoapacity.

8.9 Successor Administrative Agernthe Administrative Agent may resign as Administa Agent upon 10 days’ notice to the
Lenders and the Borrower. If the Administrative Agshall resign as Administrative Agent under thigeement and the other Loan
Documents, then the Required Lenders shall apfrmint among the Lenders a successor agent for thddre, which successor agent shall
(unless an Event of Default under Section 7(f) wébpect to the Borrower shall have occurred antbbé&nuing) be subject to approval by
the Borrower (which approval shall not be unreabbnwithheld or delayed), whereupon such succeagent shall succeed to the rights,
powers and duties of the Administrative Agent, #ralterm “ Administrative Ageritshall mean such successor agent effective upoim su
appointment and approval, and the former AdminiisteaAgent’s rights, powers and duties as Admiaiste Agent shall be terminated,
without any other or further act or deed on the pasuch former Administrative Agent or any of tharties to this Agreement or any holders
of the Loans. If no successor agent has acceppargment as Administrative Agent by the date thdtO days following a retiring
Administrative Agent’s notice of resignation, theiring Administrative Agent’s resignation shallvegtheless thereupon become effective,
and the Lenders shall assume and perform all ofitiies of the Administrative Agent hereunder usitith time, if any, as the Required
Lenders appoint a successor agent as providedbfimea After any retiring Administrative Agent’s igsation as Administrative Agent, the
provisions of this Section 8 shall inure to its &f#tnas to any actions taken or omitted to be takeit while it was Administrative Agent unc
this Agreement and the other Loan Documents.
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8.10 Documentation Agents and Syndication Agéwbne of the Documentation Agents or the Syndicefigent shall have any
duties or responsibilities hereunder in its caya&s such.

SECTION 9. MISCELLANEOUS

9.1 Amendments and Waiversleither this Agreement, any other Loan Documeot,any terms hereof or thereof may be
amended, supplemented or modified except in acooed@ith the provisions of this Section 9.1. Thejiieed Lenders and the Borrower
may, or, with the written consent of the Requireshdlers, the Administrative Agent and the Borrowaynirom time to time, (a) enter into
written amendments, supplements or modificatiomstbeand to the other Loan Documents for the pwmdsadding any provisions to this
Agreement or the other Loan Documents or changirany manner the rights of the Lenders or of thed@®wer hereunder or thereunder or
(b) waive, on such terms and conditions as the Redjl.enders or the Administrative Agent, as theecaay be, may specify in such
instrument, any of the requirements of this Agreenoe the other Loan Documents or any Default agrifwf Default and its consequences;
provided, however, that no such waiver and no such amendment, suygpleor modification shall:

(i) forgive the principal amount or extend the fisaheduled date of maturity of any Loan, redueediated rate of any
interest or fee payable hereunder (except in camrewith the waiver of applicability of any posefdult increase in interest rates
(which waiver shall be effective with the consehth®e Required Lenders)) or extend the schedulégl afsany payment thereof, or
increase the amount or extend the expiration daa@yLender's Commitment, in each case withoutwhi#en consent of each Lender
directly affected thereby (except that only the ders who are increasing their Commitments are redud consent to a request by the
Borrower under Section 2.3 to increase the Totah@dments);

(i) eliminate or reduce the voting rights of angrider under this Section 9.1 or Section 9.6(a)ifhaut the written consent
of such Lender;

(iiif) reduce any percentage specified in the d&éniof Required Lenders without the written cortsgfrall Lenders;

(iv) amend, modify or waive any provision of Seatid.14 related to pro rateeatment without the consent of each Lender
directly affected thereby;

(v) amend, modify or waive any provision of Sect®without the written consent of the Administratifgent;
(vi) amend, modify or waive any provision of Seat®.4 or 2.5 without the written consent of the i@yline Lender; or
(vii) amend, modify or waive any provision of Secti4.1 without the consent of all the Lenders.
Any such waiver and any such amendment, supplearentdification shall apply equally to each of ttenders and shall be
binding upon the Borrower, the Lenders, the Adntiats/e Agent and all future holders of the Lodnsthe case of any waiver, the Borrower,

the Lenders and the Administrative Agent shalldstared to their former position and rights hereuwrahd under the other Loan Documents,
and any Default or Event of Default waived shaldeemed to be cured and not
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continuing; but no such waiver shall extend to smlgsequent or other Default or Event of Defaulipgrair any right consequent thereon.

If the Required Lenders shall have approved anyndment which requires the consent of all of thedesg, the Borrower shall |
permitted to replace any non-consenting Lender waithther financial institution, providehat, (i) the replacement financial institution kha
purchase at par, all Loans and other amounts ot@isgch replaced Lender on or prior to the dateplacement, (ii) the Borrower shall be
liable to such replaced Lender under Section Z.aAy Eurodollar Loan owing to such replaced Lerstall be purchased other than on the
last day of the Interest Period relating therewifauch purchase constituted a prepayment of kaahs), (iii) such replacement financial
institution, if not already a Lender, shall be @zbly satisfactory to the Administrative Agent) (ihe replaced Lender shall be obligated to
make such replacement in accordance with the pom&f Section 9.6 (provided that the Borrowerlldb@ obligated to pay the registration
and processing fee referred to therein) and (v)sach replacement shall not be deemed to be a wafiany rights the Borrower, the
Administrative Agent or any other Lender shall hagainst the replaced Lender.

Notwithstanding anything to the contrary hereinDefaulting Lender shall have any right to approvelisapprove any
amendment, supplement, modification, waiver or eahsereunder (and any amendment, supplement, icedthh, waiver or consent which
by its terms requires the consent of all Lendersawh affected Lender may be effected with the eoinsf the applicable Lenders other than
Defaulting Lenders), except that (i) (x) an inceeas extension of the Commitment of such Defaultiegder, or (y) any reduction of the
amount of principal or interest owed to such DdfaglLender (unless all non-Defaulting Lenders hageeed to a pro rata reduction) shall, in
each case, require the consent of such Defaul@mglér, and (ii) a Defaulting LendsrPercentage shall be taken into consideratiorgakatin
the Percentage of non-Defaulting Lenders when gdtirapprove or disapprove any waiver, amendmentagtification that by its terms
affects any Defaulting Lender more adversely thiweioaffected Lenders.

Notwithstanding anything to the contrary herein uibject to obtaining all necessary regulatory ayails, in addition to the
amendments described above, each of the Non-Proeutd-acility Limit and the Procurement Facilityriit may be changed by the
Borrower by written notice to the Administrative &g and no consent of any other party shall beireduprovidedthat, the sum of the Non-
Procurement Facility Limit and the Procurement lgdiimit may not exceed the Total Commitmentsoyidedthat any notice delivered
pursuant to Section 2.2 or Section 2.5 which woalfter giving effect to the Loans requested to laelen cause the aggregate outstanding
principal amount of the Loans, the proceeds of Winere used for activities other than energy prexant, to exceed the Non-Procurement
Facility Limit or cause the aggregate outstandiriggipal amount of the Loans, the proceeds of whieie used for energy procurement to
exceed the Procurement Facility Limit, shall berdeé to be a notice by the Borrower hereunder.

9.2 Notices All notices, requests and demands to or upomasggective parties hereto to be effective shalhhweriting (including
by telecopy), and, unless otherwise expressly peaherein, shall be deemed to have been duly givemade when delivered, or three
Business Days after being deposited in the madtgme prepaid, or, in the case of telecopy notiten received, addressed as follows in the
case of the Borrower and the Administrative Agent] as set forth in an administrative questionraéa/ered to the Administrative Agent in
the case of the Lenders, or to such other addees®g be hereafter notified by the respective gattiereto:
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Borrower: Pacific Gas and Electric Compa
c/o PG&E Corporatiol
One Market Stree
Spear Tower, Suite 24(
San Francisco, California 941
Attention: Treasure
Telecopy: (415) 2€-7265/726¢
Telephone: (415) 8:-8199/(415) 26-7000

with a copy to: Pacific Gas and Electric Compa
c/o PG&E Corporatiol
One Market Stree
Spear Tower, Suite 24(
San Francisco, California 941
Attention: Chief Counsel, Corpors
Telecopy: (415) 81-8225
Telephone: (415) 8-8200

Administrative Agent Wells Fargo Bank, National Associati
1525 W. WT Harris Boulevar
Charlotte, NC 2826
Attention: Syndication Agency Servic
Telecopy: (704) 71-0017
Telephone: (704) 5¢-2706,

providedthat any notice, request or demand to or upon timiAistrative Agent or any Lender shall not be etifee until received.

Notices and other communications to the Administeafgent or the Lenders hereunder may be deliverddrnished by
electronic communications pursuant to procedurpsoyed by the Administrative Agent; provid#uat the foregoing shall not apply to noti
pursuant to Section 2 unless otherwise agreedénpdministrative Agent and each Lender. The Adntiats/e Agent or the Borrower may,
in its discretion, agree to accept notices andratbmmunications to it hereunder by electronic camimations pursuant to procedures
approved by it; providethat approval of such procedures may be limitepltticular notices or communications.

9.3 No Waiver; Cumulative RemedieBlo failure to exercise and no delay in exercisomgthe part of the Administrative Agent
any Lender, any right, remedy, power or privilegegunder or under the other Loan Documents shalat@ as a waiver thereof; nor shall
single or partial exercise of any right, remedywpoor privilege hereunder preclude any other ahir exercise thereof or the exercise of
other right, remedy, power or privilege. The rigltamedies, powers and privileges herein provideccamulative and not exclusive of any
rights, remedies, powers and privileges providedhioy

9.4 Survival of Representations and Warranti& representations and warranties made hereymuéne other Loan Documents
and in any document, certificate or statement @edig pursuant hereto or in connection herewith shiaive the execution and delivery of
this Agreement and the making of the Loans andrake&nsions of credit hereunder.

46



9.5 Payment of Expenses and Tax&he Borrower agrees (a) to pay or reimburse ttiAistrative Agent and the Lenders for
their respective reasonable out of pocket costseapdnses incurred in connection with the developinmreparation and execution of, and
any amendment, supplement or modification to, Agseement and the other Loan Documents and any dtements prepared in
connection herewith or therewith, and the consuronatf the transactions contemplated hereby aneliye including the reasonable fees
and disbursements of only one counsel and spealdbhia regulatory counsel to the Administrati&kgent and filing and recording fees and
expenses, with statements with respect to the éimggo be submitted to the Borrower prior to tHée&ive Date (in the case of amounts to
be paid on the Effective Date) and from time todtithereafter on a quarterly basis or such otheéogbierbasis as the Administrative Agent
shall deem appropriate, (b) to pay or reimbursé& éander and the Administrative Agent for all itssts and expenses incurred in connection
with the enforcement or preservation of any rigiider this Agreement, the other Loan Documentsaaydsuch other documents, including
the fees and disbursements of only one counsaktdtiministrative Agent and the Lenders, (c) to,pagemnify, and hold each Lender and
the Administrative Agent harmless from, any andetiording and filing fees and any and all lia@btwith respect to, or resulting from any
delay in paying, stamp, excise and Other Taxemyf that may be payable or determined to be payialdonnection with the execution and
delivery of, or consummation of any of the trangaxs contemplated by, or any amendment, suppleorambdification of, or any waiver or
consent under or in respect of, this Agreementpther Loan Documents and any such other documamds(d) to pay, indemnify, and hold
each Lender and the Administrative Agent and tresipective officers, directors, employees, affd&atagents and controlling persons (each,
an “ Indemnite€) harmless from and against any and all otheiiliizs, obligations, losses, damages, penaltieso@s, judgments, suits,
costs, expenses or disbursements of any kind areathatsoever, whether brought by the Borrowermgrother Person, with respect to the
execution, delivery, enforcement and performanahisfAgreement, the other Loan Documents and aoly sther documents, including any
of the foregoing relating to the use of proceedthefLoans or the violation of, noncompliance vdtHiability under, any Environmental Law
applicable to the operations of the Borrower aadignificant Subsidiaries or any of the faciliteesd properties owned, leased or operated by
the Borrower and its Significant Subsidiaries amelrieasonable fees and expenses of one legal ¢amesanection with claims, actions or
proceedings by any Indemnitee against the Borrammder any Loan Document (all the foregoing in th@use (d), collectively, the “
Indemnified Liabilities"), provided, that the Borrower shall have no obligation hedarrto any Indemnitee with respect to Indemnified
Liabilities to the extent such Indemnified Liaki#i$ resulted from the gross negligence or willfiseonduct of such Indemnitee as determi
in a final judgment by a court of competent jurggdin. Without limiting the foregoing, and to thetent permitted by applicable law, the
Borrower agrees not to assert and to cause itsfismm Subsidiaries not to assert, and hereby asmand agrees to cause its Significant
Subsidiaries to waive, all rights for contributionany other rights of recovery with respect tockdims, demands, penalties, fines, liabilities,
settlements, damages, costs and expenses of whiiester nature, under or related to Environmehtaks, that any of them might have by
statute or otherwise against any Indemnitee. Albants due under this Section 9.5 shall be payattléater than 30 days after written dem
therefor, subject to the Borrower’s receipt of mably detailed invoices. Statements payable bBtreower pursuant to this Section 9.5
shall be submitted to Treasurer (Telephone No.)813-8199/(415) 267-7000) (Telecopy No. (415) Z&Bb5/7268), at the address of the
Borrower set forth in Section 9.2 with a copy ta&tCounsel, Corporate (Telephone No. (415) 81763ZT0elecopy No. (415) 817-8225), at
the address of the Borrower set forth in Secti@) & to such other Person or address as may baftmrdesignated by the Borrower in a
written notice to the Administrative Agent. The @gments in this Section 9.5 shall survive for twarg after repayment of the Loans and all
other amounts payable hereunder.

47



9.6 Successors and Assigns; Patrticipations andyAseints (a) The provisions of this Agreement shall bedivig upon and inure
to the benefit of the parties hereto and theireepe successors and assigns permitted herebgpettat (i) the Borrower may not assign or
otherwise transfer any of its rights or obligatidveseunder without the prior written consent ofrebender (and any attempted assignment or
transfer by the Borrower without such consent dbalhull and void) and (i) no Lender may assigiothierwise transfer its rights or
obligations hereunder except in accordance with $tgiction 9.6.

(b) (i) Subject to the conditions set forth in maaph (b)(ii) below, any Lender may assign to onmore assignees (each, an
“ Assigne€”) other than the Borrower or an affiliate of therBower all or a portion of its rights and obligats under this Agreement
(including all or a portion of its Commitments athe Loans at the time owing to it) with the priaritéen consent (such consent not t
unreasonably withheld or delayed) of:

(A) the Borrower, providethat no consent of the Borrower shall be requitechfi assignment to a Lender, an Eligible
Assignee that is an affiliate of any Lender pagtyhis Agreement on the Effective Date or, if areiivof Default has occurred and
is continuing, any other Person; and

(B) the Administrative Agent, providetiat no consent of the Administrative Agent shallrequired for an assignment of .
Commitment to an assignee that is a Lender (offdiai@ of a Lender) with a Commitment immediatgdsior to giving effect to
such assignment.

(i) Assignments shall be subject to the followidditional conditions:

(A) except in the case of an assignment to a Leadan assignment of the entire remaining amouthefssigning Lendex’
Commitments or Loans, the amount of the Commitmentans of the assigning Lender subject to each assignment
(determined as of the date the Assignment and Agamwith respect to such assignment is deliveéoettie Administrative
Agent) shall not be less than $10,000,000 (omndhsassignee is an Eligible Assignee that is dheaéf of a Lender, $5,000,000)
unless each of the Borrower and the Administratigent otherwise consent, providdétht (1) no such consent of the Borrower
shall be required if an Event of Default has ocedrand is continuing, and (2) with respect to aagder party to this Agreement
on the Effective Date, such amounts shall be agdeegin respect of such Lender and any affiliatsuzh Lender that is an
Eligible Assignee;

(B) the parties to each assignment shall executalativer to the Administrative Agent an Assignmant Assumption,
together with a processing and recordation fee3gBMD, except that no such processing fee shadhpable in the case of an
assignee which is an affiliate of a Lender; and

(C) the Assignee, if it shall not be a Lender, ktialiver to the Administrative Agent an adminisiva questionnaire.

In connection with any assignment of rights andgattions of any Defaulting Lender hereunder, nchsagsignment shall be
effective unless and until, in addition to the otbenditions thereto set forth herein, the pariethe assignment shall make such additional
payments to the
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Administrative Agent in an aggregate amount sudfitj upon distribution thereof as appropriate (Whitay be outright payment, purchases
by the assignee of participations or subparticipesj or other compensating actions, including faggdwith the consent of the Borrower and
the Administrative Agent, the applicable pro ratare of Loans previously requested but not fundethe Defaulting Lender, to each of
which the applicable assignee and assignor heredyoicably consent), to (x) pay and satisfy in &lllpayment liabilities then owed by such
Defaulting Lender to the Administrative Agent oydrender hereunder (and interest accrued thergahjyd acquire (and fund as
appropriate) its full pro rata share of all Loansl participations in Swingline Loans in accordawith its Percentage. Notwithstanding the
foregoing, in the event that any assignment oftsigind obligations of any Defaulting Lender hereurrghall become effective under
applicable law without compliance with the provissoof this paragraph, then the assignee of suehesit shall be deemed to be a Defaulting
Lender for all purposes of this Agreement untillsaompliance occurs.

(iii) Subject to acceptance and recording therem§pant to paragraph (b)(iv) below, from and affter effective date specified in
each Assignment and Assumption the Assignee thdezighall be a party hereto and, to the extertiefriterest assigned by such Assignr
and Assumption, have the rights and obligations bénder under this Agreement, and the assignimgléethereunder shall, to the extent of
the interest assigned by such Assignment and Assomjbe released from its obligations under thige®ement (and, in the case of an
Assignment and Assumption covering all of the assigy Lender’s rights and obligations under this @égment, such Lender shall cease to be
a party hereto but shall continue to be entitlethéobenefits of Sections 2.15, 2.16, 2.17 andtShall be subject to the limitations set forth
therein). Any assignment or transfer by a Lendeaigifts or obligations under this Agreement tha#ginot comply with this Section 9.6 shall
be treated for purposes of this Agreement as adogadeich Lender of a participation in such rightd abligations in accordance with
paragraph (c) of this Section.

(iv) The Administrative Agent, acting for this puge as an agent of the Borrower, shall maintagmatof its offices a copy of
each Assignment and Assumption delivered to itanegister for the recordation of the names andesdés of the Lenders, and the
Commitments of, and principal amount of the Loawing to, each Lender pursuant to the terms hereaf time to time (the “ Reqistéy.
The entries in the Register shall be conclusivéhéabsence of manifest error, and the Borrower Administrative Agent and the Lenders
may treat each Person whose name is recorded Refister pursuant to the terms hereof as a Lemteunder for all purposes of this
Agreement, notwithstanding notice to the contraifye Register shall be available for inspectioni®/Borrower and any Lender, at any
reasonable time and from time to time upon readenaior notice.

(v) Upon its receipt of a duly completed Assignmand Assumption executed by an assigning Lendeaaniksignee, the
Assignee’s completed administrative questionnairgess the Assignee shall already be a Lender hdeg)) the processing and recordation
fee referred to in paragraph (b) of this Sectiod any written consent to such assignment requiyggblbagraph (b) of this Section, the
Administrative Agent shall accept such Assignmemt Assumption and record the information contaitieslein in the Register. No
assignment shall be effective for purposes of Algigeement unless it has been recorded in the Registprovided in this paragraph.

(c) (i) Any Lender may, without the consent of B&rrower or the Administrative Agent, sell partiatipns to one or more
banks or other entities (a * Particip&jin all or a portion of such Lender’s rights aobligations under this Agreement (including all or
a portion of its Commitments and the Loans owing)t@rovidedthat (A) such Lender’s obligations under this Agneat shall remain
unchanged, (B) such Lender shall remain solelyaesible to the other
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parties hereto for the performance of such obligstiand (C) the Borrower, the Administrative Agentl the Lenders shall continue to
deal solely and directly with such Lender in cortimcwith such Lender’s rights and obligations untlhés Agreement. Any agreement
pursuant to which a Lender sells such a partiaypashall provide that such Lender shall retainsible right to enforce this Agreement
and to approve any amendment, modification or wai¥eny provision of this Agreement; providétat such agreement may provide
that such Lender will not, without the consenthe Participant, agree to any amendment, modifinairovaiver that (1) requires the
consent of each Lender directly affected therebgymnt to the proviso to the second sentence dicdBe2.1 and (2) directly affects st
Participant. Subject to paragraph (c)(ii) of thecon, the Borrower agrees that each Participzet be entitled to the benefits of
Sections 2.15, 2.16 and 2.17 to the same extahitagere a Lender and had acquired its intergsagsignment pursuant to

paragraph (b) of this Section.

(il) Notwithstanding anything to the contrary hereh Participant shall not be entitled to receirg greater payment under
Section 2.15 or 2.16 than the applicable Lenderlvbave been entitled to receive with respect éoprticipation sold to such Participant,
unless the sale of the participation to such Apetitt is made with the Borrower’s prior written sent to such greater payments. Any
Participant that is a Non-U.S. Lender shall noebttled to the benefits of Section 2.16 unlesiearticipant complies with Section 2.16(d).

(d) Any Lender may at any time pledge or assigacusty interest in all or any portion of its righinder this Agreement to
secure obligations of such Lender, including agdpk or assignment to secure obligations to a BeReserve Bank, and this Section
shall not apply to any such pledge or assignmeatsacurity interest; providetat no such pledge or assignment of a securigyest
shall release a Lender from any of its obligatibessunder or substitute any such pledgee or Assifpresuch Lender as a party hereto.

(e) The Borrower, upon receipt of written noticerfrthe relevant Lender, agrees to issue Notesythander requiring
Notes to facilitate transactions of the type désstiin paragraph (d) above.

(f) Notwithstanding the foregoing, any Conduit Lendnay assign any or all of the Loans it may haveléd hereunder to its
designating Lender without the consent of the Boeoor the Administrative Agent and without regswdhe limitations set forth in
Section 9.6(b). Each of the Borrower, each Lenddrthe Administrative Agent hereby confirms thatill not institute against a
Conduit Lender or join any other Person in insititgitagainst a Conduit Lender any bankruptcy, remizgion, arrangement, insolvency
or liquidation proceeding under any state banknuptcsimilar law, for one year and one day after playment in full of the latest
maturing commercial paper note issued by such Gbhdader;_provided however, that each Lender designating any Comduitler
hereby agrees to indemnify, save and hold harnelasls other party hereto for any loss, cost, danmag®nse, obligations, penalties,
actions, judgments, suits or any kind whatsoeviemay out of its inability to institute such a pemzling against such Conduit Lender
during such period of forbearance.

(9) Notwithstanding anything to the contrary instiSiection, none of the Agents, in their capacityexsders, will assign
without the consent of the Borrower, prior to tHéeEtive Date, any of the Commitments held by themthe date of this Agreement.
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9.7 Adjustments; Set off(a) Except to the extent that this Agreement esgly provides for payments to be allocated to a
particular Lender, if any Lender (a “ Benefittedhider”) shall receive any payment of all or part of tBbligations owing to it hereunder, or
receive any collateral in respect thereof (whettoduntarily or involuntarily, by set off, pursuatat events or proceedings of the nature
referred to in Section 7(f), or otherwise), in aaper proportion than any such payment to or aolidreceived by any other Lender, if any, in
respect of the Obligations owing to such other legritereunder, such Benefitted Lender shall purcfaassash from the other Lenders a
participating interest in such portion of the Obligns owing to each such other Lender hereundeshal provide such other Lenders with
the benefits of any such collateral, as shall iesgary to cause such Benefitted Lender to sharexitess payment or benefits of such
collateral ratably with each of the Lenders; predidhowever, that if all or any portion of such excess paynmrenefits is thereafter
recovered from such Benefitted Lender, such pueckhall be rescinded, and the purchase price arefiteereturned, to the extent of such
recovery, but without interest.

(b) In addition to any rights and remedies of tlemdlers provided by law, including other rights effsff, each Lender shall
have the right, without prior notice to the Borrawany such notice being expressly waived by thed@®weer to the extent permitted by
applicable law, upon any amount becoming due agdhda by the Borrower hereunder (whether at thiedtanaturity, by acceleration
or otherwise), after any applicable grace periodet off and appropriate and apply against suabuatany and all deposits (general or
special, time or demand, provisional or final)aimy currency, and any other credits, indebtedneskns, in any currency, in each c
whether direct or indirect, absolute or contingemtured or unmatured, at any time held or owingumgh Lender or any branch,
affiliate or agency thereof to or for the credittbe account of the Borrower. Each Lender agreesptly to notify the Borrower and tl
Administrative Agent after any such setoff and &gtlon made by such Lender, providédt the failure to give such notice shall not
affect the validity of such setoff and application.

9.8 CounterpartsThis Agreement may be executed by one or motkepparties to this Agreement on any number ofrsdpa
counterparts, and all of said counterparts takgatteer shall be deemed to constitute one and the satrument. Delivery of an executed
signature page of this Agreement by facsimile tn@iasion shall be effective as delivery of a manualecuted counterpart hereof. A set of
the copies of this Agreement signed by all theipsughall be lodged with the Borrower and the Adstiative Agent.

9.9 Severability Any provision of this Agreement that is prohibiter unenforceable in any jurisdiction shall, asdch
jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidatirthe remaining provisions hereof, and :
such prohibition or unenforceability in any juristibn shall not invalidate or render unenforcealeh provision in any other jurisdiction.

9.10 Integration This Agreement and the other Loan Documents semitehe entire agreement of the Borrower, the
Administrative Agent and the Lenders with respedhe subject matter hereof and thereof, and ther@o promises, undertakings,
representations or warranties by the Administrafigent or any Lender relative to the subject mdteof not expressly set forth or referred
to herein or in the other Loan Documents.

9.11GOVERNING LAW . THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES UNDER
THIS AGREEMENT SHALL BE GOVERNED
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BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WIT H, THE LAW OF THE STATE OF NEW YORK.

9.12 Submission To Jurisdiction; WaiverEhe Borrower hereby irrevocably and unconditignal

(a) submits for itself and its property in any Ikgetion or proceeding relating to this Agreemeand ¢he other Loan Documents to
which it is a party, or for recognition and enfarant of any judgment in respect thereof, to the exalusive general jurisdiction of the
courts of the State of New York, the courts of theted States for the Southern District of New Y,aakd appellate courts from any
thereof;

(b) consents that any such action or proceedingledyought in such courts and waives any objec¢tiahit may now or hereafi
have to the venue of any such action or proceeddiagy such court or that such action or proceediag brought in an inconvenient
court and agrees not to plead or claim the same;

(c) agrees that service of process in any sucbracti proceeding may be effected by mailing a abyyeof by registered or
certified mail (or any substantially similar fornimail), postage prepaid, to the Borrower at itdrads set forth in Section 9.2 or at such
other address of which the Administrative Agentlishave been notified pursuant thereto;

(d) agrees that nothing herein shall affect thbtrig effect service of process in any other mampeemitted by law or shall limit
the right to sue in any other jurisdiction; and

(e) waives, to the maximum extent not prohibitedadwy, any right it may have to claim or recoveaimy legal action or proceedi
relating to this Agreement or any other Loan Docnthamy special, exemplary, punitive or consequédtianages.

9.13 AcknowledgmentsThe Borrower hereby acknowledges that:

(a) it has been advised by counsel in the negotiaéxecution and delivery of this Agreement areddther Loan Documents;

(b) neither the Administrative Agent nor any Lentas any fiduciary relationship with or duty to Berrower arising out of or in
connection with this Agreement or any of the othean Documents, and the relationship between Aditrative Agent and Lenders,
one hand, and the Borrower, on the other handhmmection herewith or therewith is solely that ebtbr and creditor; and

(c) no joint venture is created hereby or by thept.oan Documents or otherwise exists by virtutheftransactions contemplated
hereby among the Lenders or among the Borrowettatlenders.

9.14 Confidentiality. Each of the Administrative Agent and each Leratgees to keep confidential in accordance with such
party’s customary practices (and in any event mgiéance with applicable law regarding material parblic information) all non-public
information provided to it by the Borrower, the Attiistrative Agent or any Lender pursuant to oramigection with this Agreement that is
designated by the provider thereof as confidernpialyidedthat nothing herein shall prevent the Administrathgent or any Lender from
disclosing any such information (a) to the Admirdtive
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Agent, any other Lender or any affiliate thereb}, fubject to an agreement to comply with the miowis of this Section or substantially
equivalent provisions, to any actual or prospeclik@nsferee or any direct or indirect counterptotgny Swap Agreement (or any
professional advisor to such counterparty), (d)gs@mployees, directors, agents, attorneys, a¢aatsrand other professional advisors or
those of any of its affiliates (as long as suchrattys, accountants and other professional advésersubject to confidentiality requirements
substantially equivalent to this Section), (d) uplo® request or demand of any Governmental Authdl) in response to any order of any
court or other Governmental Authority or as mayeottise be required pursuant to any Requirementaf, I(f) if requested or required to do
so in connection with any litigation or similar peeding, (g) that has been publicly disclosedidqtihe National Association of Insurance
Commissioners or any similar organization or anyomally recognized rating agency that requireseasdo information about a Lender’s
investment portfolio in connection with ratingsuiss with respect to such Lender, or (i) in conmactvith the exercise of any remedy
hereunder or under any other Loan Document, prouidat, in the case of clauses (d), (e) and (f) isf 8ection 9.14, with the exception of
disclosure to bank regulatory authorities, the Bamr (to the extent legally permissible) shall beeg prompt prior notice so that it may seek
a protective order or other appropriate remedy.

9.15WAIVERS OF JURY TRIAL .TO THE FULLEST EXTENT PERMITTED BY LAW, THE BORRO WER, THE
ADMINISTRATIVE AGENT AND THE LENDERS HEREBY IRREVOC ABLY AND UNCONDITIONALLY WAIVE TRIAL BY
JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT
AND FOR ANY COUNTERCLAIM THEREIN.

9.16 USA Patriot Act Each Lender hereby notifies the Borrower thaspant to the requirements of the USA Patriot Adti€TII
of Pub. L. 107-56 (signed into law October 26, 2p@the “ Act”), it is required to obtain, verify and record énfnation that identifies the
Borrower, which information includes the name addrass of the Borrower and other information th#itallow such Lender to identify the
Borrower in accordance with the Act.

9.17 Judicial Referencdf any action or proceeding is filed in a courtle State of California by or against any parmtyeto in
connection with any of the transactions contempléiethis Agreement or any other Loan Documenth@)court shall, and is hereby direc
to, make a general reference pursuant to Califa@oide of Civil Procedure Section 638 to a refere@o(shall be a single active or retired
judge) to hear and determine all of the issuesi@h @iction or proceeding (whether of fact or of)lanwd to report a statement of decisi
provided that at the option of any party to suabicpeding, any such issues pertaining to a “pronédicemedy” as defined in California Code
of Civil Procedure Section 1281.8 shall be head determined by the court, and (ii) without limgithe generality of Section 9.5,
the Borrower shall be solely responsible to payesds and expenses of any referee appointed inagtiiwin or proceeding.

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliverethby proper and
duly authorized officers as of the day and yeat fabove written.

PACIFIC GAS AND ELECTRIC COMPANY

By:

Name Nicholas M. Bijur
Title: Treasurel

-Signature Page-
Credit Agreemen



WELLS FARGO BANK, NATIONAL ASSOCIATION, as
Administrative Agent, Swingline Lender and as aden

By:
Name
Title:

-Signature Page-
Credit Agreemen



THE ROYAL BANK OF SCOTLAND PLC, a:
Syndication Agent and as a Lent

By:

Name
Title:

-Signature Page-
Credit Agreemen



BANCO BILBAO VIZCAYA ARGENTARIA, S.A.,
New York Branch, as Documentation Agent and as a
Lender

By:
Name
Title:

-Signature Page-
Credit Agreemen



THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.,
New York Branch, as Documentation Agent and as a
Lender

By:
Name
Title:

-Signature Page-
Credit Agreemen



U.S. BANK NATIONAL ASSOCIATION,
as Documentation Age

By:

Name
Title:

-Signature Page-
Credit Agreemen



BANK OF AMERICA, N.A., as a Lende

By:

Name
Title:

-Signature Page-
Credit Agreemen



BARCLAYS BANK PLC, as a Lende

By:

Name
Title:

-Signature Page-
Credit Agreemen



BNP PARIBAS, as a Lend:t

By:

Name
Title:

By:

Name
Title:

-Signature Page-
Credit Agreemen



DEUTSCHE BANK AG, New York Branch,
as a Lende

By:

Name
Title:

By:

Name
Title:

-Signature Page-
Credit Agreemen



GOLDMAN SACHS BANK USA, as a Lend

By:

Name
Title:

-Signature Page-
Credit Agreemen



MIZUHO CORPORATE BANK (USA), as a Lend

By:

Name
Title:

-Signature Page-
Credit Agreemen



MORGAN STANLEY BANK, N.A., as a Lende

By:

Name
Title:

-Signature Page-
Credit Agreemen



ROYAL BANK OF CANADA, as a Lende

By:

Name
Title:

-Signature Page-
Credit Agreemen



UBS LOAN FINANCE LLC, as a Lende

By:

Name
Title:

By:

Name
Title:

-Signature Page-
Credit Agreemen



CITIBANK, N.A., as a Lende

By:

Name
Title:

-Signature Page-
Credit Agreemen



EAST WEST BANK, as a Lendkt

By:

Name
Title:

-Signature Page-
Credit Agreemen



-Signature Page-
Credit Agreemen

RBC BANK (USA), as a Lende

By:

Name
Title:



JPMORGAN CHASE BANK, N.A., as a Lend

By:

Name
Title:

-Signature Page-
Credit Agreemen



THE NORTHERN TRUST COMPANY, as a Lenc

By:

Name
Title:

-Signature Page-
Credit Agreemen



SCHEDULE 1.14
COMMITMENTS

Lender Commitment

Wells Fargo Bank, National Associati $ 145,000,00
The Royal Bank of Scotland p $  95,000,00
Banco Bilbao Vizcaya Argentaria, S.A., New York Bch $ 35,000,00
The Bank of Toky-Mitsubishi UFJ, Ltd., New York Branc $  35,000,00
U.S. Bank National Associatic $ 35,000,00
Bank of America N.A $ 35,000,00
Barclays Bank PL( $ 35,000,00
BNP Pariba: $ 35,000,00
Deutsche Bank AG New York Bran: $ 35,000,00
Goldman Sachs Bank US $  35,000,00
Mizuho Corporate Bank (US£ $  35,000,00
Morgan Stanley Bank N./ $ 35,000,00
Royal Bank of Canad $ 35,000,00
UBS Loan Finance LL( $ 35,000,00
Citibank N.A. $ 20,000,00
East West Ban $  20,000,00
RBC Bank (USA) $ 20,000,00
JPMorgan Chase Bank N. $  15,000,00
The Northern Trust Compat $ 15,000,00
TOTAL $750,000,000.C

Schedule 1.1A
Credit Agreemen



EXHIBIT A

FORM OF
NEW LENDER SUPPLEMENT

Reference is made to the $750,000,000 Credit Ageegrdated as of June 8, 2010 (as amended, suppkuner otherwise
modified from time to time, the “ Credit Agreeméhtamong Pacific Gas and Electric Company, a @giifa corporation (the “ Borrowéy,
the Lenders parties thereto, Wells Fargo Seculifi€s and RBS Securities Inc., as joint lead arrasgend joint book runners, The Royal
Bank of Scotland plc, as syndication agent, BanitloaB Vizcaya Argentaria, S.A., The Bank of Tokyadtdlibishi UFJ, Ltd., New York
Branch, U.S. Bank National Association, as documt@nt agents, and Wells Fargo Bank, National Asgamei, as administrative agent (in
such capacity, the “ Administrative Ageht Unless otherwise defined herein, terms defimetihe Credit Agreement and used herein shall
have the meanings given to them in the Credit Agerd.

The New Revolving Credit Lender identified on Sahled hereto (the “ New Lendé&y, the Administrative Agent and the
Borrower agree as follows:

1. The New Lender hereby irrevocably makes a Comenit to the Borrower in the amount set forth oneSicie 1 hereto (the “
New Commitmen”) pursuant to Section 2.3(b) of the Credit Agreeim&rom and after the Effective Date (as definelbl), the New
Lender will be a Lender under the Credit Agreenveitth respect to the New Commitment.

2. The Administrative Agent (a) makes no repreg@ntaor warranty and assumes no responsibility weédpect to any statements,
warranties or representations made in or in comreetith the Credit Agreement or with respect te #xecution, legality, validity,
enforceability, genuineness, sufficiency or valfiéhe Credit Agreement; and (b) makes no represientar warranty and assumes no
responsibility with respect to the financial comalitof the Borrower, any of its Subsidiaries or atlyer obligor or the performance or
observance by the Borrower, any of its Subsidiasiesny other obligor of any of their respectivdigditions under the Credit Agreement or
any other instrument or document furnished pursbargto or thereto.

3. The New Lender (a) represents and warrantsttisalegally authorized to enter into this New lden Supplement; (b) confirms
that it has received a copy of the Credit Agreenmtigether with copies of the most recent finansfatements delivered or deemed delivered
pursuant to Section 5.1 of the Credit Agreementsarmh other documents and information as it hamddeappropriate to make its own credit
analysis and decision to enter into this New Lerglgsplement; (c) agrees that it will, independeatig without reliance upon the
Administrative Agent or any other Lender and baseduch documents and information as it shall deppnopriate at the time, continue to
make its own credit decisions in taking or not takaction under the Credit Agreement or any othstriiment or document furnished
pursuant hereto or thereto; (d) appoints and aizth®the Administrative Agent to take such actisragent on its behalf and to exercise such
powers and discretion under the Credit Agreemeahgrother instrument or document furnished purshareto or thereto as are delegated to
the Administrative Agent by the terms thereof, thge with such powers as are incidental theretd;(ahagrees that it will be bound by the
provisions of the Credit Agreement and
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will perform in accordance with its terms all thaligations which by the terms of the Credit Agreetare required to be performed by it as a
Lender.

4. The effective date of this New Lender Supplensiatl be the Effective Date of the New Commitmeggcribed in Schedule 1
hereto (the “ Effective Dat§. Following the execution of this New Lender Sigpent by each of the New Lender and the Borroiveril
be delivered to the Administrative Agent for acegmte and recording by it pursuant to the Crediteagrent, effective as of the Effective C
(which shall not, unless otherwise agreed to byAtiministrative Agent, be earlier than five Busia€¥ays after the date of such acceptance
and recording by the Administrative Agent).

5. Upon such acceptance and recording, from aed ti¢ Effective Date, the Administrative Agentlshzake all payments in
respect of the New Commitment (including paymefigrimcipal, interest, fees and other amountshtoNew Lender for amounts which hi
accrued on and subsequent to the Effective Date.

6. From and after the Effective Date, the New Lergtall be a party to the Credit Agreement andhéoextent provided in this
New Lender Supplement, shall have the rights aigations of a Lender thereunder and shall be bdaynthe provisions therec

7. This New Lender Supplement shall be governedabg,construed and interpreted in accordance thighlaws of the State of
New York.

IN WITNESS WHEREOF, the parties hereto have catisisdNew Lender Supplement to be executed as of , 201_ by
their respective duly authorized officers on Scheduhereto.

[Remainder of page intentionally left blank. ScHeduto follow.]
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Schedule 1
to New Lender Supplement

Name of New Lendel

Effective Date of New Commitment:

Principal Amount of New Commitmer $

[NAME OF NEW LENDER]

By:
Name
Title:

PACIFIC GAS AND ELECTRIC COMPANY

By:
Name
Title:

WELLS FARGO BANK, NATIONAL
ASSOCIATION,
as Administrative Ager

By:
Name
Title:
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EXHIBIT B

FORM OF
COMMITMENT INCREASE SUPPLEMENT

Reference is made to the $750,000,000 Credit Ageegrdated as of June 8, 2010 (as amended, supgksner otherwise
modified from time to time, the “ Credit Agreeméhtamong Pacific Gas and Electric Company, a @giifa corporation (the “ Borrowéy,
the Lenders parties thereto, Wells Fargo Seculifi€s and RBS Securities Inc., as joint lead arrasgend joint book runners, The Royal
Bank of Scotland plc, as syndication agent, BanitloaB Vizcaya Argentaria, S.A., The Bank of Tokyadtdlibishi UFJ, Ltd., New York
Branch, U.S. Bank National Association, as documt@nt agents, and Wells Fargo Bank, National Asgamei, as administrative agent (in
such capacity, the “ Administrative Ageht Unless otherwise defined herein, terms defimetihe Credit Agreement and used herein shall
have the meanings given to them in the Credit Agerd.

The Lender identified on Schedule | hereto (thecréasing Lendé€?), the Administrative Agent and the Borrower agese
follows:

1. The Increasing Lender hereby irrevocably inaeats Commitment to the Borrower by the amounfath on Schedule 1
hereto under the heading “Principal Amount of liased Commitment” (the * Increased Commitmgmursuant to Section 2.3(c) of the
Credit Agreement. From and after the Effective Datedefined below), the Increasing Lender wilbbleender under the Credit Agreement
with respect to the Increased Commitment as watkaexisting Commitment under the Credit Agreement

2. The Administrative Agent (a) makes no repreg@ntaor warranty and assumes no responsibility weédpect to any statements,
warranties or representations made in or in comreetith the Credit Agreement or with respect te #xecution, legality, validity,
enforceability, genuineness, sufficiency or valfithe Credit Agreement; and (b) makes no repretientar warranty and assumes no
responsibility with respect to the financial commlitof the Borrower, any of its Subsidiaries or atlyer obligor or the performance or
observance by the Borrower, any of its Subsidiasiesny other obligor of any of their respectivdigditions under the Credit Agreement or
any other instrument or document furnished pursbargto or thereto.

3. The Increasing Lender (a) represents and warthat it is legally authorized to enter into tBismmitment Increase
Supplement; (b) confirms that it has received ayaufithe Credit Agreement, together with copieshef most recent financial statements
delivered or deemed delivered pursuant to Sectibrobthe Credit Agreement and such other documamdsinformation as it has deemed
appropriate to make its own credit analysis andsétatto enter into this Commitment Increase Sumglet; (c) agrees that it will,
independently and without reliance upon the Adntiats/e Agent or any other Lender and based on docliments and information as it
shall deem appropriate at the time, continue toentskown credit decisions in taking or not takaagion under the Credit Agreement or any
other instrument or document furnished pursuargtoesr thereto; (d) appoints and authorizes the iAthtnative Agent to take such action as
agent on its behalf and to exercise such powerslaedetion under the Credit Agreement or any oth&rument or document furnished
pursuant hereto or thereto as are delegated tadhenistrative Agent by the terms thereof, togetivéh such powers as are incidental
thereto; and (e) agrees that it will be bound leyptovisions of the Credit Agreement and
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will perform in accordance with its terms all thaligations which by the terms of the Credit Agreetare required to be performed by it as a
Lender.

4. The effective date of this Commitment Increaspdement shall be the Effective Date of the InseeBCommitment described
in Schedule 1 hereto (the “ Effective D&dteFollowing the execution of this Commitment Ieasse Supplement by each of the Increasing
Lender and the Borrower, it will be delivered te thdministrative Agent for acceptance and recordingt pursuant to the Credit Agreement,
effective as of the Effective Date (which shall,natless otherwise agreed to by the Administrafigent, be earlier than five Business Days
after the date of such acceptance and recordirigeopdministrative Agent).

5. Upon such acceptance and recording, from aed tif¢ Effective Date, the Administrative Agentlshzake all payments in
respect of the Increased Commitment (including peysrof principal, interest, fees and other amquntthe Increasing Lender for amounts
which have accrued on and subsequent to the BfécDtate.

6. This Commitment Increase Supplement shall begmd by, and construed and interpreted in accoedaith, the laws of the
State of New York.

IN WITNESS WHEREOF, the parties hereto have catisisdCommitment Increase Supplement to be exeasext , 201
_ by their respective duly authorized officers on &tiile 1 hereto.

[Remainder of page intentionally left blank. ScHeduto follow.]
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Schedule 1

to Commitment Increase Supplement

Name of Increasing Lende

Effective Date of Increased Commitment:

Principal Total Amount of Commitment
Amount of of Increasing Lender
Increased Commitment: (including Increased Commitment):

$ $

[NAME OF INCREASING LENDER]

By:
Name
Title:

PACIFIC GAS AND ELECTRIC COMPANY

By:
Name
Title:

Accepted:

WELLS FARGO BANK, NATIONAL
ASSOCIATION,
as Administrative Ager

By:
Name
Title:
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EXHIBIT C
FORM OF COMPLIANCE CERTIFICATE

This Compliance Certificate is delivered pursuanBéction 5.2 of the $750,000,000 Credit Agreendated as of June 8, 2010
(as amended, supplemented or otherwise modified fime to time, the “ Credit Agreemehf among Pacific Gas and Electric Company, a
California corporation (the “ Borrowé}, the lenders parties thereto (the “ Lend®rdNVells Fargo Securities LLC and RBS Securities.] as
joint lead arrangers and joint book runners, ThgdRBank of Scotland plc, as syndication agent,d@aBilbao Vizcaya Argentaria, S.A., Tl
Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Brandd.S. Bank National Association, as documentagigents, and Wells Fargo Bank,
National Association, as administrative agent (iatscapacity, th* Administrative Agent’). Terms defined in the Credit Agreement are used
herein as therein defined.

The undersigned hereby certifies to the Adminiateafgent and the Lenders as follows:
1. I am the duly elected, qualified and acting EZtHinancial Officer] [Treasurer] [Assistant Trees( of the Borrower.
2. I have reviewed and am familiar with the corgesftthis Certificate.

3. To the knowledge of the undersigned, durindgfigeal period covered by the financial statemettsched hereto as
Attachment 1 no Default or Event of Default has occurred andantinuing [, except as set forth below].

4. Attached hereto as Attachmerdr2 the computations showing compliance with thesnant set forth in Section 6.1 of the
Credit Agreement.

[Remainder of page intentionally left blank. ScHeduto follow.]
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IN WITNESS WHEREOF, the undersigned has executsddbmpliance Certificate as of the date set fbetow.

PACIFIC GAS AND ELECTRIC COMPANY

By:

Name
Title:

Date: ,201
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Attachment .

to Exhibit C
Financial Statements
Period Ended , 201
Exhibits
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Attachment ;
to Exhibit C

The information described herein is as of ,201_
[Set forth Covenant Calculation]
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EXHIBIT D
FORM OF CLOSING CERTIFICATE

This Closing Certificate is delivered pursuant eztn 4.1(d) of the $750,000,000 Credit Agreemdated as of June 8, 2010 (as
amended, supplemented or otherwise modified frome to time, the “ Credit Agreemeit among Pacific Gas and Electric Company, a
California corporation (the “ Borrowé}, the lenders parties thereto (the “ Lend®rdNVells Fargo Securities LLC and RBS Securities.] as
joint lead arrangers and joint book runners, ThgdRBank of Scotland plc, as syndication agent,d@aBilbao Vizcaya Argentaria, S.A., Tl
Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Brandd.S. Bank National Association, as documentagigents, and Wells Fargo Bank,
National Association, as administrative agent (iatscapacity, th* Administrative Agent’). Unless otherwise defined herein, terms defined
in the Credit Agreement and used herein shall lla@eneanings given to them in the Credit Agreement.

The undersigned | ] of the Borrower hereby certifies to the Admingtive Agent and the Lenders as follows:

1. The representations and warranties of the Bar®st forth in the Credit Agreement that do nattaim a materiality qualification are
true and correct in all material respects on anaof éise date hereof with the same effect as if madthe date hereof, and the representations
and warranties of the Borrower set forth in thediiragreement that do contain a materiality quadifion are true and correct on and as of the
date hereof with the same effect as if made onl#te hereof, except for any representations anchwiées that specifically relate to an earlier
date, in which case such representations and waesamere true and correct in all material respemtérue and correct, as the case may be, ac
of such earlier date.

2.0 ] is the duly elected and qualified [Assistant] &¢ary of the Borrower and the signature set féottsuch officer belov
is such officer’s true and genuine signature.

3. No Default or Event of Default has occurred andontinuing as of the date hereof.
4. The conditions precedent set forth in Sectidnod the Credit Agreement were satisfied as offffective Date.

5. All governmental and third party consents angrapals necessary in connection with the Crediteggnent and the other Loan
Documents and the transactions contemplated thévasy been obtained and are now in full force dfete
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The undersigned [Assistant] Secretary of the Boerogertifies as follows:
1. There are no liquidation or dissolution procegdipending or to my knowledge threatened agdiesBorrower.
2. The Borrower is a corporation duly incorporatealidly existing and in good standing under thedaf the State of California.

3. Attached hereto as Annesla true and complete copy of resolutions dulypaeld by the Board of Directors of the Borrower on
[ ]; such resolutions have not in any way been anm&ndedified, revoked or rescinded, have been inféute and effect
since their adoption to and including the date dieaed are now in full force and effect and aredhly corporate proceedings of the Borro
now in force relating to or affecting the Creditragment.

4. Attached hereto as Annex<2a true and complete copy of the Bylaws of ther®weer as in effect on the date hereof.

5. Attached hereto as Annexs3a true and complete copy of the Articles of mpawation of the Borrower as in effect on the datesof,
and such Articles of Incorporation have not beeemraed, repealed, modified or restated.

6. The following persons are now duly elected analified officers of the Borrower holding the offis indicated next to their respective
names below, and that the facsimile signaturegeaifnext to their respective names below are tt&irféle signatures of such officers, and
each of such officers is duly authorized to exeeun@ deliver on behalf of the Borrower each ofltban Documents to which it is a party and
any certificate or other document to be delivengdhe Borrower pursuant to the Loan Documents tzhvh is a party:

Name Office Signature
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IN WITNESS WHEREOF, the undersigned have executexdGlosing Certificate as of the date set fortlole

[Name] [Name]
[Title] [Assistant] Secretar
Date: June 8, 2010
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ANNEX 1
[Board Resolutions]
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ANNEX 2
[Bylaws of the Company]
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ANNEX 3
[Articles of Incorporation]
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EXHIBIT E

FORM OF
ASSIGNMENT AND ASSUMPTION

Reference is made to the $750,000,000 Credit Ageegndated as of June 8, 2010 (as amended, supgksner otherwise
modified from time to time, the “ Credit Agreeméhtamong Pacific Gas and Electric Company, a @giifa corporation (the “ Borrowéy,
the Lenders parties thereto, Wells Fargo Seculifi€s and RBS Securities Inc., as joint lead arrasgend joint book runners, The Royal
Bank of Scotland plc, as syndication agent, BanitloaB Vizcaya Argentaria, S.A., The Bank of Tokyadtdlibishi UFJ, Ltd., New York
Branch, U.S. Bank National Association, as documt@nt agents, and Wells Fargo Bank, National Asgamei, as administrative agent (in
such capacity, the “ Administrative Ageht Unless otherwise defined herein, terms defimetihe Credit Agreement and used herein shall
have the meanings given to them in the Credit Agerd.

The Assignor identified on Schedule | hereto (thfesSignor”) and the Assignee identified on Schedule | he(#ie “ Assigneé)
agree as follows:

1. The Assignor hereby irrevocably sells and assigrnthe Assignee without recourse to the Assigaiod, the Assignee hereby
irrevocably purchases and assumes from the Assigitloout recourse to the Assignor, as of the EffecDate (as defined below), (i) the
interest described in Schedule 1 hereto in anbad\ssignor’s rights and obligations under the @rdgreement (the “ Assigned Facility in
the principal amount set forth on Schedule 1 heaatb(ii) to the extent permitted to be assignedeumpplicable law, all claims, suits, causes
of action and any other right of the Assignor {81dapacity as a Lender) against any Person, whietleevn or unknown, arising under or in
connection with the Credit Agreement, any otherutioents or instruments delivered pursuant theretheofoan transactions governed
thereby or in any way based on or related to arth@foregoing, including, but not limited to, cratdt claims, tort claims, malpractice claims,
statutory claims and all other claims at law oeduity related to the rights and obligations sald assigned pursuant to clause (i) above (the
rights and obligations sold and assigned purswaciauses (i) and (ii) above being referred to imecellectively as, the “ Assigned Interé3t

2. The Assignor (a) makes no representation oraméyrand assumes no responsibility with respeahtostatements, warranties or
representations made in or in connection with thexl® Agreement or with respect to the executiegality, validity, enforceability,
genuineness, sufficiency or value of the Crediteegnent, any other Loan Document or any other imstnd or document furnished pursuant
thereto, other than that the Assignor has not eceahy adverse claim upon the interest being asgigwy it hereunder and that such interest is
free and clear of any such adverse claim; (b) makagpresentation or warranty and assumes nonsggility with respect to the financial
condition of the Borrower, any of its Subsidiare@@sany other obligor or the performance or obseteary the Borrower, any of its
Subsidiaries or any other obligor of any of thespective obligations under the Credit Agreemeringrother Loan Document or any other
instrument or document furnished pursuant heretbereto; and (c) attaches any Note held by iterwithg the Assigned Facility and
(i) requests that the Administrative Agent, upoguest by the Assignee, exchange the attached Noterfew Note payable to the Assignee
and (i) if the Assignor has retained any interaghe Assigned
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Facility, requests that the Administrative Agentiexnge the attached Note for a new Note payahliteetédssignor, in each case in amounts
which reflect the assignment being made hereby &fted giving effect to any other assignments wiiakie become effective on the Effec
Date).

3. The Assignee (a) represents and warrants trelkeijally authorized to enter into this Assigninand Assumption; (b) confirms that
has received a copy of the Credit Agreement, tagetlith copies of the financial statements delidgoarsuant to Section 5.1 thereof and ¢
other documents and information as it has deempbppate to make its own credit analysis and degit enter into this Assignment and
Assumption; (c) agrees that it will, independerthd without reliance upon the Assignor, the Agentany other Lender and based on such
documents and information as it shall deem appatgat the time, continue to make its own crediisiens in taking or not taking action
under the Credit Agreement, the other Loan Documenany other instrument or document furnishedypamt hereto or thereto; (d) appoints
and authorizes the Agents to take such action @stam its behalf and to exercise such powers &udadion under the Credit Agreement, the
other Loan Documents or any other instrument oudamnt furnished pursuant hereto or thereto aselegdted to the Agents by the terms
thereof, together with such powers as are incidéin¢éaeto; and (e) agrees that it will be boundh®y provisions of the Credit Agreement and
will perform in accordance with its terms all thaligations which by the terms of the Credit Agreetare required to be performed by it as a
Lender including, if it is organized under the lasfsa jurisdiction outside the United States, idigation pursuant to Section 2.16(d) of the
Credit Agreement.

4. The effective date of this Assignment and Assiionpshall be the Effective Date of Assignment digsal in Schedule 1 hereto (the “
Effective Date’). Following the execution of this Assignment afsssumption, it will be delivered to the Adminisixat Agent for acceptance
by it and recording by the Administrative Agent guent to the Credit Agreement, effective as offffective Date (which shall not, unless
otherwise agreed to by the Administrative Agentebdier than five Business Days after the dateush acceptance and recording by the
Administrative Agent).

5. Upon such acceptance and recording, from aed thf¢ Effective Date, the Administrative Agentlsh@ake all payments in respect
the Assigned Interest (including payments of ppatiinterest, fees and other amounts) [to thegkssifor amounts which have accrued to
the Effective Date and to the Assignee for amouwiiich have accrued subsequent to the Effective]at¢he Assignee whether such
amounts have accrued prior to the Effective Datacorue subsequent to the Effective Date. The Assignd the Assignee shall make all
appropriate adjustments in payments by the Agemdaods prior to the Effective Date or with resp® the making of this assignment
directly between themselves.]

6. From and after the Effective Date, (a) the Assegshall be a party to the Credit Agreement anthd extent provided in this
Assignment and Assumption, have the rights andyabbns of a Lender thereunder and under the &ibwn Documents and shall be bound
by the provisions thereof and (b) the Assignorlstalthe extent provided in this Assignment anduaption, relinquish its rights and be
released from its obligations under the Credit Agrent.

7. This Assignment and Assumption shall be govebgdnd construed and interpreted in accordantte thie laws of the State of Ne
York.
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IN WITNESS WHEREOF, the parties hereto have catisisdAssignment and Assumption to be executed #seodate first abov
written by their respective duly authorized offis@n Schedule 1 hereto.

[ASSIGNOR] [ASSIGNEE]

By: By:

Name Name

Title: Title:
Exhibits
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Schedule 1
to Assignment and Assumption

Name of Assignot

Name of Assignee

Effective Date of Assignmen

Principal
Assigned Facility Amount Assigned [Percentage Assigned]
$ . %
[Name of Assignor
By:
Name
Title:

[Name of Assignee

By:
Name
Title:

* Calculate the Commitment Percentage that is assigo at least 10 decimal places and show ascagege of the aggregate commitments
of all Lenders
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Consented tc

PACIFIC GAS AND ELECTRIC
COMPANY**

By:

Name
Title:

Accepted and Consented
[WELLS FARGO BANK, NATIONAL
ASSOCIATION, as

Administrative Agent]**

By:

Name
Title:

**  As applicable pursuant to Section 9.6i
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EXHIBIT F
FORM OF LEGAL OPINION OF ORRICK, HERRINGTON & SUTQEFE LLP
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EXHIBIT G
FORM OF EXEMPTION CERTIFICATE

Reference is made to the $750,000,000 Credit Ageegrdated as of June 8, 2010 (as amended, supgksner otherwise
modified from time to time, the “ Credit Agreeméhtamong Pacific Gas and Electric Company, a Gatifa corporation (the “ Borrowsy,
the Lenders parties thereto, Wells Fargo Seculifi€s and RBS Securities Inc., as joint lead arrasgend joint book runners, The Royal
Bank of Scotland plc, as syndication agent, BanitloaB Vizcaya Argentaria, S.A., The Bank of Tokyadtdlibishi UFJ, Ltd., New York
Branch, U.S. Bank National Association, as documt@n agents, and Wells Fargo Bank, National Asgari, as administrative agent (in
such capacity, the “ Administrative Ageit Unless otherwise defined herein, terms defimethe Credit Agreement and used herein shall
have the meanings given to them in the Credit Agerd.

[ ] (the “ NonU.S. Lender) is providing this certificate pursuant to Secti®.16(d) of the Credit Agreement.
The Non-U.S. Lender hereby represents and warthats

1. The Non-U.S. Lender is the sole record and lieiaebwner of the Loans or the obligations evidethty Note(s) in respect of which
it is providing this certificate.

2. The Non-U.S. Lender is not a “bank” for purposéSection 881(c)(3)(A) of the Internal Revenued€mf 1986, as amended (the “
Code"). In this regard, the Non-U.S. Lender furthernesgents and warrants that:
(a) the Non-U.S. Lender is not subject to regulatorother legal requirements as a bank in anggiction; and

(b) the Non-U.S. Lender has not been treated amk for purposes of any tax, securities law or ofitiag or submission made to
any Governmental Authority, any application mada tating agency or qualification for any exemptitom tax, securities law or other
legal requirements;

3. The Non-U.S. Lender is not a ten percent (L8&ayeholder of the Borrower within the meaning oft®a 881(c)(3)(B) of the Code;
and

4. The Non-U.S. Lender is not a controlled foresgnporation receiving interest from a related penaithin the meaning of Section 881
(¢)(3)(C) of the Code.

[Remainder of page intentionally left blank.]
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Date:

IN WITNESS WHEREOF, the undersigned has executsdctrtificate as of the date set forth below.
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[NAME OF NON-U.S. LENDER]

By:

Name:
Title:



EXHIBIT H
FORM OF NOTE

THIS NOTE AND THE OBLIGATIONS REPRESENTED HEREBY MANOT BE TRANSFERRED EXCEPT IN COMPLIANCE WITH
THE TERMS AND PROVISIONS OF THE CREDIT AGREEMENT RERRED TO BELOW. TRANSFERS OF THIS NOTE AND THE
OBLIGATIONS REPRESENTED HEREBY MUST BE RECORDED TNHE REGISTER MAINTAINED BY THE ADMINISTRATIVE
AGENT PURSUANT TO THE TERMS OF SUCH CREDIT AGREEMEN

$ New York, New York
as of [ ], 201[_]

FOR VALUE RECEIVED, PACIFIC GAS AND ELECTRIC COMPAX a California corporation (the “ Borrow&y, DOES
HEREBY PROMISE TO PAY to the order of [insert naofd_ender] (the “ Lendef) at the office of WELLS FARGO BANK, NATIONAL
ASSOCIATION, in its capacity as administrative agext [ ], in lawful money of the United States of Americammediately
available funds, the principal amount of DOLLARS ($ ), or, if less, the aggregate unpaid principal amai all
Revolving Loans (as defined in the Credit Agreemeferred to below) made by the Lender to the Boerpursuant to the Credit Agreem:
referred to below, whichever is less, on such datates as is required by said Credit Agreemeatta pay interest on the unpaid principal
amount from time to time outstanding hereundelikin money, at such office, and at such times anslich amounts as set forth in
Section 2.11 of said Credit Agreement.

The holder of this Note is authorized to indorsel@schedules annexed hereto and made a parf ber@oa continuation there
which shall be attached hereto and made a parohére date, the Type and amount of each Revolvoan made pursuant to the Credit
Agreement and the date and amount of each paym@népayment of principal thereof, each continuatitereof, each conversion of all or a
portion thereof to another Type and, in the cagewbdollar Loans, the length of each Interestdeewith respect thereto. Each such
endorsement shall constitute prifagie evidence of the accuracy of the information inddrsghe failure to make any such endorsement or
any error in any such endorsement shall not affecbbligations of the Borrower in respect of argv®ving Loan.

The Borrower hereby waives demand, presentmema@ment, protest, notice of any kind (includingt bat limited to, notice of
dishonor, notice of protest, notice of intentioraticelerate or notice of acceleration), other tiatice required pursuant to the Credit
Agreement and diligence in collecting and bringsugt against any party hereto. The non-exercistéyolder of this Note of any of its
rights hereunder in any particular instance shatlloonstitute a waiver thereof in that or any sgbgat instance.

This Note (a) is one of the promissory notes refito in the $750,000,000 Credit Agreement, daseaf dune 8, 2010 (as
amended, supplemented or otherwise modified frome tio
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time the “ Credit Agreemeri}, among the Borrower, the Lenders parties thenétells Fargo Securities LLC and RBS Securities, las joint
lead arrangers and joint book runners, The RoyakRd Scotland plc, as syndication agent, BancbdilVizcaya Argentaria, S.A., The
Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Brandd.S. Bank National Association, as documentasigents, and Wells Fargo Bank,
National Association, as administrative agent,iglgubject to the provisions of the Credit Agreetraand (c) is subject to optional prepaym

in whole or in part and acceleration of the maguigreof upon the occurrence of certain eventssafirovided in the Credit Agreement.
Terms defined in the Credit Agreement are usedimasetherein defined.
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NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED HEREIN OR IN THE CREDIT
AGREEMENT, THIS NOTE MAY NOT BE TRANSFERRED EXCEPT PURSUANT TO AND IN ACCORDANCE WITH THE
REGISTRATION AND OTHER PROVISIONS OF SECTION 9.6 OF THE CREDIT AGREEMENT.

THIS NOTE SHALL BE GOVERNED BY, AND CONSTRUED AND | NTERPRETED IN ACCORDANCE WITH, THE
LAWS OF THE STATE OF NEW YORK.

PACIFIC GAS AND ELECTRIC COMPANY

By:

Name:
Title:
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Date

LOANS, CONVERSIONS AND REPAYMENTS OF ABR LOANS

Amount

Converted tc Amount of ABR Loans

Schedule /
to Note

Amount of Principal of Base Unpaid Principal Balance o Notation Made
Converted to
Amount of ABR Loans ABR Loans Rate Loans Repaid Eurodollar Loans ABR Loans By
Exhibits

Credit Agreemen



Schedule |

to Note
LOANS, CONTINUATIONS, CONVERSIONS AND REPAYMENTS OEURODOLLAR LOANS
Interest Period and Amount of Eurodollar Unpaid Principal
Amount of Eurodollar ~ Amount Converted to ~ Eurodollar Rate with Amount of Principal of Loans Converted to Balance of Eurodollar Notation
Date Loans Eurodollar Loans Respect Thereto Eurodollar Loans Repaid ABR Loans Loans Made By
Exhibits
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EXHIBIT 12.1
PACIFIC GAS AND ELECTRIC COMPANY
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Three Months Six Months Year Ended December 31,
Ended Ended

June 30,2010  June 30, 201 2009 2008 2007 2006 2005
Earnings:
Net income $ 33¢ % 60 $1,25( $1,19¢ $1,02¢ $ 98t $ 934
Income taxes provisio 19¢ 391 482 48¢ 571 602 574
Net fixed charge 20C 39C 817 86( 88¢ 801 58¢
Total Earnings $ 73t $ 1,38/ $2,54¢ $2,547 $2,48¢ $2,38¢ $2,09i
Fixed Charges:
Interest on shc-term borrowings and loi-term debt, ne  $ 182 % 355 $ 754 $ 794 $ 834 $ 77C $ 57¢
Interest on capital leas 5 9 19 22 23 11 1
AFUDC debt 13 26 44 44 32 20 15
Total Fixed Charges $ 20C $ 39C $ 817 $ 86C $ 88 $ 801 $ 58¢
Ratios of Earnings to Fixed Charges 3.6¢ 3.5 3.12 2.9¢ 2.7¢ 2.9¢ 3.5€

Note: For the purpose of computing Pacific Gas BEledtric Compan’s ratios of earnings to fixed charges, “earninggiresent net income
adjusted for the income or loss from equity investef less than 100% owned affiliates, equity idisimibuted income or losses of less than
50% owned affiliates, income taxes and fixed chsuWgecluding capitalized interest). “Fixed chargeglude interest on long-term debt and
short-term borrowings (including a representatiggtipn of rental expense), amortization of bondhpitem, discount and expense, interest on
capital leases, AFUDC debt, and earnings requembver the preferred stock dividend requirements@eferred security distribution
requirements of majority-owned trust. Fixed chargedude interest on tax liabilities .



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

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

Earnings:
Net income $ 33¢ $ 60 $1,25( $1,19¢ $1,02¢ $ 98t $ 934
Income taxes provisio 19¢€ 391 482 48¢ 571 602 574
Net fixed charge 20C 39C 817 86( 88¢ 801 58¢
Total Earnings $ 73t $ 1,38¢ $2,54¢ $2,547 $2,48¢ $2,38¢ $2,09i
Fixed Charges:
Interest on shc-term borrowings and loi-term debt, ne $ 182 $ 3BE $ 754 $ 794 $ 834 $ 7/C $ 577
Interest on capital leas 5 9 19 22 23 11 1
AFUDC debt 13 26 44 44 32 20 15
Earnings required to cover the preferred stockdgind — — — — — — —
Total Fixed Charges $ 20C $ 39C $ 817 ¢$ 8C $ 83 $ 801 ¢ 58¢
Preferred Stock Dividends:
Tax deductible dividenc 2 4 9 9 9 12 9
Pre-tax earnings required to cover non-tax dediectib

preferred stock dividend requireme 3 4 7 7 8 3 12
Total Preferred Stock Dividends 5 8 16 16 17 15 21
Total Combined Fixed Charges and Preferred Stocl

Dividends $ 20 $ 39¢ $ 83: $ 87€ $ 90€ ¢ 8le $ 61C
Ratios of Earnings to Combined Fixed Charges an

Preferred Stock Dividends 3.5¢ 3.4¢ 3.0¢€ 2.91 2.74 2.9% 3.44

Note: For the purpose of computing Pacific Gas BElegtric Compan’s ratios of earnings to combined fixed charges nederred stock
dividends, “earnings” represent net income adjuftethe income or loss from equity investees sflthan 100% owned affiliates, equity in
undistributed income or losses of less than 50%ealaffiliates, income taxes and fixed charges (ekoly capitalized interest). “Fixed
charges” include interest on long-term debt andtsieom borrowings (including a representative ortof rental expense), amortization of
bond premium, discount and expense, interest oat#gases, AFUDC debt, and earnings requirectecthe preferred stock dividend
requirements and preferred security distributiaquieements of majority-owned trust. “Preferred &tdividends” represent tax deductible
dividends and pre-tax earnings that are requirgzayothe dividends on outstanding preferred sdeariFixed charges exclude interest on tax
liabilities.



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

Three Months Endec Six Months Endec Year Ended December 31,
June 30, 2010 June 30, 2010 2009 2008 2007 2006 2005

Earnings:
Net income $ 337 % 59¢  $1,23¢  $1,19¢  $1,02C $1,00¢ $ 92C
Income taxes provisio 187 372 46C 42¢F 53¢ 554 544
Fixed charge: 21€ 422 877 907 937 84t 63¢
Pre-tax earnings required to cover
the preferred stock dividend of consolidate

subsidiaries (5) 9) (16) (16) a7 (15) (20)
Total Earnings $ 73 % 1,38  $2,55¢  $2,514  $2,47¢  $2,38¢  $2,08:

Fixed Charges:

Interest and amortization of premiums,
discounts and capitalized expenses related
to short-term borrowings and long-term

debt, ne $ 19 % 37€  $ 79¢ $ 82 $ 86t $ 79¢ $ 60c
Interest on capital leas 5 9 19 22 23 11 1
AFUDC debt 13 26 44 44 32 20 15

Pre-tax earnings required to cover
the preferred stock dividend of consolidate

subsidiaries 5 9 16 16 17 15 20
Total Fixed Charges $ 21€ $ 42z $ 877 $ 907 $ 937 $ 84 $ 63¢
Ratios of Earnings to Fixed Charge: 3.4C 3.2¢ 2.91 2.71 2.6E 2.8¢ 3.2¢

Note: For the purpose of computing PG&E Corporé's ratios of earnings to fixed charges, “earninggiresent income from continuing
operations adjusted for income taxes, fixed chafgesluding capitalized interest), and pre-tax @gys required to cover the preferred stock
dividend of consolidated subsidiaries. “Fixed cleagnclude interest on long-term debt and shema borrowings (including a representa:
portion of rental expense), amortization of boneinpium, discount and expense, interest on capaakle AFUDC debt, and earnings requ
to cover preferred stock dividends of consolidatelsidiaries. Fixed charges exclude interest offidaiities.



Exhibit 31.1

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

I, Peter A. Darbee, certify that:

1. I have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2010 of PG&E Catjmm;

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#tate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b. Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in the tegyig's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fougudlarter in the case of an annual report) thanteterially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal cortver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: August 4, 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. | have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2010 of PG&E Catjmm;

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statemeam,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d. Disclosed in this report any change in the tegig's internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fogularter in the case of an annual report) thanteterially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpanhcial information; an

b.  Any fraud, whether or not material, that invalvaeanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

Date: August 4, 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.
2.

| have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2010 of Pacifie &l Electric Compan

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradislosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d. Disclosed in this report any change in the tegig's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fogularter in the case of an annual report) thanteterially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: August 4, 201 CHRISTOPHER P. JOHNS

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.
2.

| have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2010 of Pacifie #&wal Electric Compan

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

d. Disclosed in this report any change in the tegyig's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fougudlarter in the case of an annual report) thatteterially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, that invavaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

Date: August 4, 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 RéparForm 10-Q of PG&E Corporation for the quagaded June 30, 2010 (“Form
10-Q"), I, Peter A. Darbee, Chairman, Chief ExeaaiDfficer, and President of PG&E Corporation, bgreertify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 98&dbarbanes-Oxley Act of 2002, to the best okmywledge and belief, that:

(1) the Form 10-Q fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of
1934; anc

(2) the information contained in the Form 10-Q fairhggents, in all material respects, the financialdition and
results of operations of PG&E Corporatit

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

August 4, 201(



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 quageded June 30, 2010 (“Form
10-Q"), I, Kent M. Harvey, Senior Vice Presidentdabhief Financial Officer of PG&E Corporation, hyecertify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 96&darbanes-Oxley Act of 2002, to the best okmywledge and belief, that:

(1) the Form 10-Q fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExcleaAgt of
1934; anc

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

KENT M. HARVEY
KENT M. HARVEY
Senior Vice President ar
Chief Financial Officel

August 4, 2010



Exhibit 32.2

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

In connection with the accompanying Quarterly RéparForm 10-Q of Pacific Gas and Electric Compfmthe quarter ended
June 30, 2010 (“Form 10-Q"), I, Christopher P. JgtPresident of Pacific Gas and Electric Compaayelby certify pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 98&dbarbanes-Oxley Act of 2002, to the best okmywledge and belief, that:

(1) the Form 109 fully complies with the requirements of secti@{(d) or 15(d) of the Securities Exchange Act of4,
and

(2) the information contained in the Form (@fairly presents, in all material respects, tmaficial condition and resu
of operations of Pacific Gas and Electric Comp:

CHRISTOPHER P. JOHNS
CHRISTOPHER P. JOHN
Presiden

August 4, 201(



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

In connection with the accompanying Quarterly ReéparForm 10-Q of Pacific Gas and Electric Compfmthe quarter ended
June 30, 2010 (“Form 10-Q"), I, Sara A. Cherry, &eresident, Finance and Chief Financial OfficePatific Gas and Electric Company,
hereby certify pursuant to 18 U.S.C. Section 1280adopted pursuant to Section 906 of the Sarb@rkes Act of 2002, to the best of my
knowledge and belief, that:

(1) the Form 109 fully complies with the requirements of secti@{d) or 15(d) of the Securities Exchange Act of4,
and

(2) the information contained in the Form @@fairly presents, in all material respects, tmaficial condition and resu
of operations of Pacific Gas and Electric Comp:

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

August 4, 201(



