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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 193
For the quarterly period ended March 31, 2011
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE
SECURITIES EXCHANGE ACT OF 1934
For the transition period frol to
Exact Name o
Commission Registrant State or other IRS Employer
File as specified Jurisdiction of Identification
Number in its charter Incorporation Number
1-12609 PG&E Corporatior California 94-3234914
1-2348 Pacific Gas and Electric Compa California 94-074264C
Pacific Gas and Electric Company PG&E Corporation
77 Beale Street One Market, Spear Tower
P.O. Box 770000 Suite 2400
San Francisco, California 94177 San Francisco, California 94105

Address of principal executive offices, includirig zode

PG&E Corporation
(415) 267-7000

Pacific Gas and Electric Company
(415) 973-7000

Registrant’s telephone number, including area code

Indicate by check mark whether each registranhék)filed all reports required to be filed by Seti3 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) have been
subject to such filing requirements for the pasti@gs. [X] Yes [ ] No

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥dtb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8 232.405 of thisptkg) during the preceding 12 months (or
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 registrantlexge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definitions of “large accelerated™fitaccelerated filer”, and “smaller reporting cpamny” in Rule 12b-2 of the Exchange Act.

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

[ ] Nor-accelerated file [ ] Smaller reporting compar
Pacific Gas and Electric Compar [ ]Large accelerated file [ ]Accelerated File

[X] Non-accelerated file [ ] Smaller reporting compar
Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act).
PG&E Corporation [ 1Yes[X]No
Pacific Gas and Electric Compar [ 1Yes[X]No

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date.
Common Stock Outstanding as of April 25, 2011:

PG&E Corporatior 397,949,71¢
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 ga:

Total operating revenues

Operating Expenses

Cost of electricity

Cost of natural ge

Operating and maintenan

Depreciation, amortization, and decommissior

Total operating expense:

Operating Income

Interest incom

Interest expens

Other income (expense), I
Income Before Income Taxe

Income tax provisiol
Net Income

Preferred stock dividend requirement of subsidiay
Income Available for Common Shareholder:
Weighted Average Common Shares Outstanding, Bas
Weighted Average Common Shares Outstanding, Diled
Net Earnings Per Common Share, Basi
Net Earnings Per Common Share, Dilutet

Dividends Declared Per Common Shar

See accompanying Notes to the Condensed Consdligfatancial Statements.

(Unaudited)
Three Months Ended
March 31,
2011 2010
$2,617 $2,51(
980 965
3,597 3,475
888 920
508 495
1,226 991
491 451
3,113 2,857
484 618
2 2
(a77) (168)
17 (6)
326 446
124 185
202 261
3 3
$ 199 $ 258
396 371
397 389
$0.50 $ 0.69
$ 0.50 $0.67
$0.46 $0.46
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PG&E CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
Balance At
March 31, December 31

(in millions) 2011 2010
ASSETS
Current Assets
Cash and cash equivale $ 240 $291
Restricted cash ($35 and $38 related to eneyvery bonds at March 31, 2011 and December 31,
2010, respectively 431 563

Accounts receivabl
Customers (net of allowance for doubtful accowft$85 and $81 at March 31, 2011 and

December 31, 2010, respective 922 944
Accrued unbilled revent 616 649
Regulatory balancing accout 1,293 1,105
Other 814 794

Regulatory asse 580 599
Inventories
Gas stored underground and fuel 78 152
Materials and supplie 214 205
Income taxes receivak 35 47
Other 248 193
Total current assets 5,471 5,542
Property, Plant, and Equipment
Electric 34,068 33,508
Gas 11,482 11,382
Construction work in progre: 1,369 1,384
Other 14 15
Total property, plant, and equipment 46,933 46,289
Accumulated depreciatic (15,061) (14,840)
Net property, plant, and equipment 31,872 31,449

Other Noncurrent Assets
Regulatory assets ($645 and $735 related to gmeogvery bonds at March 31, 2011 and

December 31, 2010, respective 5,655 5,846
Nuclear decommissioning trus 2,054 2,009
Income taxes receivak 566 565
Other 641 614

Total other noncurrent assets 8,916 9,034
TOTAL ASSETS $ 46,259 $ 46,025

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

(Unaudited)
Balance At
March 31, December 31
in millions, except share amounts 2011 2010

Current Liabilities

Lonc-term debt, classified as curre 922 809

Accounts payabl

Disputed claims and customer reful 691 745

Other 520 379

Income taxes payab 128 77

Other 1,446 1,558

Noncurrent Liabilities

Energy recovery bonc 321 423

Pension and other postretirement ben 2,288 2,234

Deferred income taxe 5,721 5,547

Total noncurrent liabilities 26,821 27,306

Equit

Preferred stoc R -

Reinvested earnin 4,624 4,606

Total shareholders equit 11,414 11,282

Total equity 11,666 11,534

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

(Unaudited)
Three Months Ended
March 31,
(in millions) 2011 2010
Cash Flows from Operating Activities
Net income $ 202 $ 261
Adjustments to reconcile net income to net cashiged by operating activitie
Depreciation, amortization, and decommissior 550 506
Allowance for equity funds used during constro (20) (28)
Deferred income taxes and tax credits, 99 137
Other (15) 26
Effect of changes in operating assets and ligdsli
Accounts receivabl 35 114
Inventories 65 59
Accounts payabl 182 87
Income taxes receivable/paya 34 69
Other current assets and liabilit (205) (319)
Regulatory assets, liabilities, and balancingaats, ne (20) (376)
Other noncurrent assets and liabilil 171 (141)
Net cash provided by operating activitie: 1,088 395
Cash Flows from Investing Activities
Capital expenditure (945) (855)
Decrease in restricted ce 132 4
Proceeds from sales and maturities of nucleasrdatissioning trust investmer 726 337
Purchases of nuclear decommissioning trust invests (735) (343)
Other (61)
Net cash used in investing activitie (883) (848)
Cash Flows from Financing Activities
Net issuances of commercial paper, net of discobil in 2011 415 418
Lonc-term debt mature (500) -
Energy recovery bonds matut (97) (93)
Common stock issue 82 10
Common stock dividends pe (174) (157)
Other 18 6
Net cash provided by (used in) financing activigs (256) 184
Net change in cash and cash equivaler (51) (269)
Cash and cash equivalents at January 291 527
Cash and cash equivalents at March 3 $ 240 $ 258
Supplemental disclosures of cash flow informatio
Cash paid for
Interest, net of amounts capitaliz $ (215) $ (193)
Supplemental disclosures of noncash investing arfithancing activities
Common stock dividends declared but not yet $ 181 $ 169
Capital expenditures financed through accounysipla 174 215
Noncash common stock issuan 6 -

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

(Unaudited)
Three Months Ended
March 31,
(in millions) 2011 2010
Operating Revenues

Natural ga: 980 965

Operating Expenses

Cost of natural ge 508 495

Depreciation, amortization, and decommissior 490 451

Operating Income 484 619

Interest expens 171 156

Income Before Income Taxe. 332 459

Net Income 201 264

Income Available for Common Stock $ 198 $ 261

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

(Unaudited)
Balance At
March 31, December 31
(in millions) 2011 2010
ASSETS
Current Assets
Cash and cash equivale $ 52 $ 51
Restricted cash ($35 and $38 related to enevegy bonds at March 31, 2011 and December 31,
2010, respectively 431 563
Accounts receivabl
Customers (net of allowance for doubtful accowft$85 and $81 at March 31, 2011 and
December 31, 2010, respective 922 944
Accrued unbilled revent 616 649
Regulatory balancing accout 1,293 1,105
Other 842 856
Regulatory asse 580 599
Inventories
Gas stored underground and fuel 78 152
Materials and supplie 214 205
Income taxes receivak 43 48
Other 243 190
Total current assets 5,314 5,362
Property, Plant, and Equipment
Electric 34,068 33,508
Gas 11,482 11,382
Construction work in progre: 1,369 1,384
Total property, plant, and equipment 46,919 46,274
Accumulated depreciatic (15,047) (14,826)
Net property, plant, and equipment 31,872 31,448
Other Noncurrent Assets
Regulatory assets ($645 and $735 related to gmecgvery bonds at March 31, 2011 ¢
December 31, 2010, respective 5,655 5,846
Nuclear decommissioning trus 2,054 2,009
Income taxes receivak 614 614
Other 364 400
Total other noncurrent assets 8,687 8,869
TOTAL ASSETS $ 45,873 $ 45,679

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

(in millions, except share amounts
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Shor-term borrowings
Lonc-term debt, classified as curre
Energy recovery bonds, classified as cur
Accounts payabl
Trade creditor
Disputed claims and customer reful
Regulatory balancing accout
Other
Interest payabl
Income taxes payab
Deferred income taxce
Other
Total current liabilities
Noncurrent Liabilities
Lonc-term debi
Energy recovery bonc
Regulatory liabilities
Pension and other postretirement ben
Asset retirement obligatior
Deferred income taxe
Other

Total noncurrent liabilities

Commitments and Contingencies (Note 1(
Shareholders Equity
Preferred stoc

Common stock, $5 par value, authorized 800,0@0gb@res, 264,374,809 shares outstanding at

March 31, 2011 and December 31, 2I
Additional pai«-in capital
Reinvested earnin(
Accumulated other comprehensive |

Total shareholders equity

TOTAL LIABILITIES AND SHAREHOLDERS '’ EQUITY

(Unaudited)
Balance At
March 31, December 31
2011 2010
$1,288 $ 853
922 809
409 404
974 1,129
691 745
531 256
539 390
774 857
137 116
87 118
1,249 1,349
7,601 7,026
9,945 10,557
321 423
4,584 4,525
2,227 2,174
1,583 1,586
5,833 5,659
1,965 2,008
26,458 26,932
258 258
1,322 1,322
3,306 3,241
7,114 7,095
(186) (195)
11,814 11,721
$ 45,873 $ 45,679

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

(Unaudited)
Three Months Ended
March 31,
(in millions) 2011 2010
Cash Flows from Operating Activities
Net income $201 $ 264
Adjustments to reconcile net income to net cashiged by operating activitie
Depreciation, amortization, and decommissior 534 491
Allowance for equity funds used during constro (20) (28)
Deferred income taxes and tax credits, 99 138
Other (15) 26
Effect of changes in operating assets and ligdsli
Accounts receivabl 69 114
Inventories 65 59
Accounts payabl 190 94
Income taxes receivable/paya 34 77
Other current assets and liabilit (196) (325)
Regulatory assets, liabilities, and balancingaats, ne (20) (376)
Other noncurrent assets and liabilil 144 (126)
Net cash provided by operating activitie: 1,095 408
Cash Flows from Investing Activities
Capital expenditure (945) (855)
Decrease in restricted ce 132 4
Proceeds from sales and maturities of nucleasrdatissioning trust investmer 726 337
Purchases of nuclear decommissioning trust invests (735) (343)
Other 7 5
Net cash used in investing activitie (815) (852)
Cash Flows from Financing Activities
Net issuances of commercial paper, net of discobil in 2011 415 418
Lonc-term debt mature (500) -
Energy recovery bonds matut (97) (93)
Preferred stock dividends pe (4) (4)
Common stock dividends pe (179) (179)
Equity contributior 65 20
Other 21 8
Net cash provided by (used in) financing activigés (279) 170
Net change in cash and cash equivaler 1 (274)
Cash and cash equivalents at January 51 334
Cash and cash equivalents at March 3 $52 $60
Supplemental disclosures of cash flow informatio
Cash paid for
Interest, net of amounts capitaliz $ (215) $(193)
Supplemental disclosures of noncash investing atfithancing activities
Capital expenditures financed through accounyaipe $174 $215

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

PG&E Corporation is a holding company whose prinfaurgpose is to hold interests in energy-based basgs. PG&E Corporation
conducts its business principally through Pacifas@nd Electric Company (“Utility”), a public utilioperating in northern and central
California. The Utility generates revenues maitigotigh the sale and delivery of electricity anduraltgas to customers. The Utility is
regulated by the California Public Utilities Comsien (“CPUC”) and the Federal Energy Regulatory @ussion (“FERC”). The Utility’s
accounts for electric and gas operations are niagdan accordance with the Uniform System of Aausyrescribed by the FERC.

This quarterly report on Form 10-Q is a combingubreof PG&E Corporation and the Utility that indies separate Condensed
Consolidated Financial Statements for each compEmg .Notes to the Condensed Consolidated FinaBtaéments apply to both PG&E
Corporation and the Utility. PG&E Corporation’s Gtemsed Consolidated Financial Statements inclugla¢bounts of PG&E Corporation, the
Utility, and other wholly owned and controlled sigiaries. The Utility’s Condensed Consolidated Ficial Statements include the accounts of
the Utility and its wholly owned and controlled sidiaries. All intercompany transactions have beleninated from the Condensed
Consolidated Financial Statements.

The accompanying Condensed Consolidated Finan#Bents have been prepared in accordance witluaiieg principles
generally accepted in the United States of AmgfiGRAAP”) for interim financial information and ina@ordance with the instructions to Form
10-Q and Rule 10-01 of Regulation S-X promulgatedhe Securities and Exchange Commission (“SECH)taerefore do not contain all of
the information and footnotes required by GAAP #rel SEC for annual financial statements. PG&E Catpan’s and the Utility’s Condensed
Consolidated Financial Statements reflect all adjesits (consisting only of normal recurring adjustits) that management believes are
necessary for the fair presentation of their finalhcondition, results of operations, and cash fidar the periods presented. The information at
December 31, 2010 in both PG&E Corporation’s ardUlility’s Condensed Consolidated Balance Sheetisided in this quarterly report was
derived from the audited Consolidated Balance Shieebrporated by reference into their combinedi2@@nual Report on Form 10-K filed
with the SEC on February 17, 2011. PG&E Corporasiamd the Utility’s combined 2010 Annual Reportleorm 10-K, together with the
information incorporated by reference into suctorgs referred to in this quarterly report as 18810 Annual Report.” This quarterly report
should be read in conjunction with the 2010 AnriR@port.

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions based on
a wide range of factors, including future regulgtdecisions and economic conditions that are diffito predict. Some of the more critical
estimates and assumptions relate to the Utility¢gifatory assets and liabilities, loss contingenai&sociated with environmental remediation
and legal matters, asset retirement obligation®0As), and pension plan and other postretiremeant pbligations. Management believes that
its estimates and assumptions reflected in the @w&tl Consolidated Financial Statements are apateand reasonable. Actual results could
differ materially from those estimates.

NOTE 2: SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies used by PG&Egdoation and the Utility are discussed in Notemdl 2 of the Notes to the
Consolidated Financial Statements in the 2010 AhReaort. Any significant changes to those poli@esiew significant policies are descril
below.

Pension and Other Postretirement Benefits

PG&E Corporation and the Utility provide a non-admitory defined benefit pension plan for eligieleployees and retirees
(referred to collectively as “pension benefitsntributory postretirement medical plans for eligiemployees and retirees and their eligible
dependents, and non-contributory postretiremeatiti§urance plans for eligible employees and resifeeferred to collectively as “other
benefits”). PG&E Corporation and the Utility us®acember 31 measurement date for all plans.

10
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The net periodic benefit costs reflected in PG&Egooation’s Condensed Consolidated Statementsooinie for the three months
ended March 31, 2011 and 2010 were as follows:

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

(in millions) 2011 2010 2011 2010
Service cost for benefits earr $82 $69 $11 $10
Interest cos 164 161 23 23
Expected return on plan ass (167) (156) (20) (18)
Amortization of transition obligatio - - 6 6
Amortization of prior service co 9 13 6 6
Amortization of unrecognized lo 12 11 1 1
Net periodic benefit cosi 100 98 27 28
Less: transfer to regulatory accoi@ (36) (58) - -
Total $64 $40 $ 27 $28

(1) The Utility recorded $36 million and $58 millionrfthe three month periods ended March 31, 20112810, respectively, to a regulatory account as the
amounts are probable of recovery from customefsture rates

There was no material difference between PG&E Quaitn’s and the Utility’s consolidated net periothienefit costs for the three
months ended March 31, 2011 and 2010.

Variable Interest Entities

The Utility has contracts to purchase energy amacigy from variable interest entities (“VIES”). &ltility evaluated these
contracts and determined that it either does net lavariable interest in the VIE or it is not rémary beneficiary of the VIE where a variable
interest exists. The determination of whether thiét{has a variable interest in a VIE includesamalysis of the impact the power purchase
agreement has on the variability in the \Agross margin. The primary beneficiary determorationsiders which entity has the power to di
the activities of the VIE most significant to théB% economic performance, and may include anygdecimaking rights associated with
designing the VIE, dispatch rights, operating araintenance activities, and nearketing activities of the power plant after timel @f the powe
purchase agreement with the Utility. The Utilitfilsancial exposure is limited to the amount it p&ysdelivered electricity and capacity and
the Utility has not provided any other supporthtede VIEs. (See Note 10 below.)

The Utility was the primary beneficiary of PG&E Egg Recovery Funding LLC (“PERF”) at March 31, 20&hd consolidated
PERF. The Utility is exposed to PERF’s losses atdrns through the Utilitg 100% equity investment in PERF and the Utilityswavolved ir
the design of PERF, which was an activity that sigsificant to PERF's economic performance. Thetsssf PERF were $799 million at
March 31, 2011 and primarily consisted of assdtged to energy recovery bonds (“ERBs”), whichiatuded in other noncurrent assets —
regulatory assets in the Condensed ConsolidateghBalSheets. The liabilities of PERF were $730onilat March 31, 2011 and consisted of
energy recovery bonds, which are included in cdragl noncurrent liabilities in the Condensed Ctdated Balance Sheets. (See Note 4
below.) The assets of PERF are only available titesthe liabilities of PERF and PERF'’s creditoesé no recourse to the Utility.

As of March 31, 2011, PG&E Corporation’s affiliatead entered into four tax equity agreements with privately held companies
to fund residential and commercial retail solarrggenstallations. Under these agreements, PG&EpQmation agreed to provide lease
payments and investment contributions of up to $8dllon to these companies in exchange for thhtrtg receive the benefits from local
rebates, federal investment tax credits or gramd,a share of the customer payments made to ¢hegganies. As of March 31, 2011, PG&E
Corporation had made total payments of $216 millinder these tax equity agreements. These amounis@rded in other noncurrent assets
— other in PG&E Corporation’s Condensed Consolid&aldnce Sheets. PG&E Corporation holds a varigiégest in these companies as a
result of these agreements. PG&E Corporation washeqorimary beneficiary of, and did not consadiedany of these companies at March 31,
2011. In making this determination, PG&E Corponati&valuated which party has control over these @mgs’ significant economic activities
such as designing the companies, vendor selectimistruction, customer selection, and re-markedutgyities at the end of customer leases,
and determined that these activities are undecah&ol of these companies.

11
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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. Utikty capitalizes and records, as a
regulatory asset, costs that would otherwise begeltkto expense if it is probable that the incuests will be recovered in future rates.
Regulatory assets are amortized over the futuriegethat the costs are expected to be recovdredsts expected to be incurred in the future
are currently being recovered through rates, tli@yJtecords those expected future costs as réguydiabilities. In addition, amounts that are
probable of being credited or refunded to custoriretse future are recorded as regulatory liakeiiti

The Utility uses regulatory balancing accountsdoumulate differences between actual billed andlledlrevenues and the Utility’s
authorized revenue requirements for the period.Utilgy also uses regulatory balancing accountadoumulate differences between incurred
costs and actual billed and unbilled revenues,elsag differences between incurred costs and az#tbrevenue meant to recover those costs.
Under-collections that are probable of recovergtigh regulated rates are recorded as regulatoanbialg account assets. Ovaflections the
are probable of being refunded to customers a@ded as regulatory balancing account liabilities.

Regulatory Assets
Current Regulatory Assets

At March 31, 2011 and December 31, 2010, the Mtildad current regulatory assets of $580 million 8689 million, respectively,
consisting primarily of price risk management regoty assets and the Utility’s retained generatégulatory assets. The current portion of
price risk management regulatory assets repretienteferral of unrealized losses related to piglemanagement derivative instruments with
terms of one year or less. (See Note 7 below.)cTineent portion of the Utility’s retained generaticegulatory assets represents one year of
amortization of these regulatory assets over thpaetive lives of the underlying generation faig#it consistent with the period over which the
related revenues are recognized.

Long-Term Regulatory Assets

Long-term regulatory assets are composed of thewoig:

Balance at

(in millions) March 31, 2011 December 31, 2010
Pension benefit $1,775 $1,759
Deferred income taxe 1,285 1,250
Utility retained generatio 649 666
Energy recovery bonc 645 735
Environmental compliance co: 412 450
Price risk manageme 331 424
Unamortized loss, net of gain, on reacquired 175 181
Other 383 381

Total long-term regulatory assets $ 5,655 $5,846

The regulatory asset for pension benefits repregbietcumulative differences between amounts rezedror ratemaking purposes
and amounts recognized in accordance with GAAPc¢hvhlso includes amounts that otherwise would b fecorded to accumulated other
comprehensive loss in the Condensed Consolidateth&aSheets. (See Note 12 of the Notes to thedlidaged Financial Statements in the
2010 Annual Report.)

The regulatory assets for deferred income taxegsept deferred income tax benefits previouslygasisrough to customers. The
CPUC requires the Utility to pass through certainhenefits to customers by reducing rates, theigriyring the effect of deferred taxes on
rates. Based on current regulatory ratemaking aomhie tax laws, the Utility expects to recover ghesgjulatory assets over average plant
depreciation lives of 1 to 45 years.

In connection with the settlement agreement entietecbetween PG&E Corporation, the Utility, ang @@8PUC in 2003 to resolve the
Utility’s proceeding under Chapter 11 of the U.&nRruptcy Code (“Chapter 11 Settlement Agreemetitd CPUC authorized the Utility to
recover $1.2 billion of costs related to the Ujiktretained generation assets. The individual camepts of these regulatory assets are being
amortized over the respective lives of the undegdygeneration facilities, consistent with the peériwer which the related revenues are
recognized. The weighted average remaining lifdhefassets is 13 years.

12
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The regulatory asset for ERBs represents the mfing of the regulatory asset provided for in thefter 11 Settlement Agreement.
(See Note 4 below.) The regulatory asset is aneattawer the life of the bonds, consistent withgeeod over which the related revenues and
bond-related expenses are recognized. The Utitipgets to fully recover this asset by the end df2®&hen the ERBs mature.

The regulatory assets for environmental compliaoasts represent estimated environmental complieosts that the Utility expects
recover in future rates as actual environmentalpi@mce costs are incurred. The Utility expectsamover these costs over the next 32 years.
(See Note 10 below.)

Price risk management regulatory assets representeferral of unrealized losses related to piglemanagement derivative
instruments with terms in excess of one year. ($me 7 below.)

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

At March 31, 2011 and December 31, 2010, “otheirhprily consisted of regulatory assets relatindRO expenses for
decommissioning of the Utility’s fossil-fuel gen&oa facilities that are probable of future recaovérrough the ratemaking process; costs that
the Utility incurred in terminating a 30-year powrirchase agreement which are being amortized @lfetted in rates through September
2014; costs incurred in relation to the Utility’mp of reorganization under Chapter 11 that beceffeetive in April 2004; and removal costs
associated with the replacement of old electrom@chbmeters with SmartMeter™ devices.

In general, the Utility does not earn a return egulatory assets if the related costs do not adotesest. Accordingly, the Utility ear
a return only on its retained generation regulasmsets and regulatory assets for unamortizedressf gain, on reacquired debt.

Regulatory Liabilities
Current Regulatory Liabilities

At March 31, 2011 and December 31, 2010, the Mtilad current regulatory liabilities of $79 milliemd $81 million, respectively,
primarily consisting of amounts that the Utilitypects to refund to customers for over-collectedtédletransmission rates and amounts that the
Utility expects to refund to electric transmissimrstomers for their portion of settlements theityténtered into with various electricity
suppliers to resolve certain remaining Chapterigfuded claims. Current regulatory liabilities areluded in current liabilities — other in the
Condensed Consolidated Balance Sheets.

Long-Term Regulatory Liabilities

Long-term regulatory liabilities are composed d fbllowing:

Balance at
(in millions) March 31, 2011 December 31, 2010
Cost of removal obligatio $ 3,296 $ 3,229
Recoveries in excess of AF 643 600
Public purpose progran 503 573
Other 142 123
Total long-term regulatory liabilities $ 4,584 $ 4,525

The regulatory liability for the Utility’s cost aEmoval obligations represents differences betveaeounts collected in rates for asset
removal costs and the asset removal costs recandemtordance with GAAP.
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The regulatory liability for recoveries in excessARO represents differences between ARO expereagded in accordance with
GAAP and amounts collected in rates for the decasimining of the Utility’s nuclear power facilitieBecommissioning costs recovered in
rates are placed in nuclear decommissioning triists.regulatory liability for recoveries in exce$sARO also represents the deferral of
realized and unrealized gains and losses on thadear decommissioning trust assets.

The regulatory liability for public purpose programepresents amounts received from customers dgsiyfor public purpose
program costs that are expected to be incurreldeifiuture. The public purpose programs regulatatyilities primarily consist of revenues
collected from customers to pay for costs thatliity expects to incur in the future under eneggficiency programs designed to encourage
the manufacture, design, distribution, and custamserof energy efficient appliances and other gnasing products; under the California
Solar Initiative program to promote the use of selgergy in residential homes and commercial, itrdalsand agricultural properties; and
under the Self-Generation Incentive program to prendistributed generation technologies installedh@ customer’s side of the Utility meter
that provide electricity and gas for all or a pontiof that customer’s load.

“Other” at March 31, 2011 and December 31, 201tharily consisted of regulatory liabilities relatedthe gain associated with the
Utility’s acquisition of the permits and other asseelated to the Gateway Generating Station asoparsettlement that the Utility entered into
with Mirant Corporation, insurance recoveries fazéirdous substance remediation, and the pricendgslagement regulatory liabilities
representing the deferral of unrealized gains edl&b price risk management derivative instrumaeiitis terms in excess of one year. (See Note
7 below.).

Regulatory Balancing Accounts

The Utility’s current regulatory balancing accourgpresent the amounts expected to be receiveddraafunded to the Utility’s
customers through authorized rate adjustmentsmitieé next 12 months. Regulatory balancing accatmatsthe Utility does not expect to
collect or refund in the next 12 months are inctlidreother noncurrent assets — regulatory assetsancurrent liabilities — regulatory
liabilities in the Condensed Consolidated Balankeess.

Current Regulatory Balancing Accounts, net

Receivable (Payable

Balance at

(in millions) March 31, 2011 December 31, 2010
Utility generatior $439 $ 303
Distribution revenue adjustment mechan 241 145
Public purpose progran 188 164
Hazardous substan 57 38
Gas fixed cos (89) 56
Energy procuremel (91) (25)
Energy recovery bonc (110) (34)
Other 127 202

Total regulatory balancing accounts, ne $762 $ 849

The utility generation balancing account is useretord and recover the authorized revenue regemérassociated with Utility-
owned electric generation, including capital arldtezl non-fuel operating and maintenance expef$esdistribution revenue adjustment
mechanism balancing account is used to recordecaler the authorized electric distribution reveraguirements and certain other electric
distribution-related authorized costs. The Utikityecovery of these revenue requirements is inatgrenor “decoupled,” from the volume of
sales; therefore, the Utility recognizes revenuengvover the year, even though the level of cadlected from customers will fluctuate
depending on the volume of electricity sales. Dgitime colder months of winter there is generallyader-collection in these balancing
accounts due to lower electricity sales and lowagzs. During the warmer months of summer theremelly an over-collection due to higher
electricity sales and higher rates.

The public purpose programs balancing accountprarerily used to track the recovery of the authed public purpose program
revenue requirements and incentive awards earndakebytility for implementing customer energy eidiccy programs. The public purpose
programs primarily consist of the energy efficiemrggrams; low-income energy efficiency progranesegarch, development, and
demonstration programs; and renewable energy progra
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The hazardous substance balancing accounts areausadk recoverable hazardous substance cleanstp through the CPUC-
approved ratemaking mechanism that authorizes titigyWo recover 90% of hazardous waste remediatiosts. The current balance repres
eligible remediation costs incurred by the Utilityring 2010 that will be recovered through an ahtue-up filing with the CPUC in January
2012. (See Note 10 below.)

The gas fixed cost balancing account is used tk tifee recovery of CPUC-authorized gas distributevenue requirements and
certain other gas distribution-related costs. Sintib the utility generation and the distributi@venue adjustment mechanism balancing
accounts discussed above, the Utility’s recoverthe§e revenue requirements is decoupled fromdhane of sales. During the colder months
of winter there is generally an over-collectiorthis balancing account due to higher natural geessBuring the warmer months of summer
there is generally an under-collection due to lomegural gas sales.

The Utility is generally authorized to recover 100%its prudently incurred electric fuel and enepggcurement costs. The Utility
tracks energy procurement costs in balancing adsamd files annual forecasts of energy procurerests that it expects to incur during the
following year. The Utility’s electric rates aretde recover such expected costs.

The ERB balancing account records the benefitscasts associated with ERBs that are provided togaeived from, customers. This
account ensures that customers receive the benéfiie net amount of energy supplier refundsntlaffsets, and other credits received by the
Utility after the second series of ERBs was issued.

At March 31, 2011 and December 31, 2010, “otheirhprily consisted of balancing accounts that tnesdovery of the authorized
revenue requirements and costs related to the Blatt™ advanced metering project.

NOTE 4: DEBT

PG&E Corporation

Credit Facility
At March 31, 2011, PG&E Corporation had no cashdwings outstanding under its $187 million revolyicredit facility.

Utility

Credit Facilities
At March 31, 2011, the Utility had no cash borrogsroutstanding under its $1.9 billion and $750iomllrevolving credit facilities.
At March 31, 2011, the Utility had $315 million lefiters of credit outstanding under its $1.9 billi@volving credit facility.

The Utility’s revolving credit facilities also provide liquidisupport for commercial paper offerings. At Ma&h 2011, the Utility ha
$1.0 billion of commercial paper outstanding abaerage yield of 0.39%.

Other Short-term Borrowings

At March 31, 2011, the interest rate on the Utist$250 million principal amount of Floating Raten®e Notes, due October 11, 20
was 0.88%. The interest rate for the Floating FSteior Notes is equal to the thneenth LIBOR plus 0.58% and resets quarterly. OnilAdr,
2011, the interest rate was reset to 0.87%.

Energy Recovery Bond

In 2005, PERF issued two separate series of ERB®iaggregate amount of $2.7 billion. The proceddse ERBs were used by
PERF to purchase from the Utility the right, knoas“recovery property,” to be paid a specified amidtom a dedicated rate component to be
collected from the Utility’s electricity customerBhe total amount of ERB principal outstanding &80 million at March 31, 2011.
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While PERF is a wholly owned subsidiary of the ititilit is legally separate from the Utility. Thesets (including the recovery
property) of PERF are not available to creditorghef Utility or PG&E Corporation, and the recovemnpperty 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 ggdior the three months ended March 31, 2011 vesréollows:

PG&E Corporation Utility
Total
Total

(in millions) Equity Shareholders’ Equity
Balance at December 31, 201 $11,534 $11,721
Net income 202 201
Common stock issue 88 -
Shar-based compensation expel 15 -
Common stock dividends declat (281) (179)
Preferred stock dividend requirem - 3)
Preferred stock dividend requirement of subsyd 3) -
Other comprehensive incor 9 9
Equity contributior - 65
Other 2 -
Balance at March 31, 201 $ 11,666 $11,814

For the three months ended March 31, 2011, PG&p@&@ation issued 2,032,223 shares of common stook the exercise of
employee stock options and under its 401(k) plah@ividend Reinvestment and Stock Purchase Plan.

For the three months ended March 31, 2011, PG&p@&ation contributed equity of $65 million to théilitly in order to maintain the
52% common equity ratio authorized by the CPUC tarehsure that the Utility has adequate capitélinal its capital expenditures.

Comprehensive Income

Comprehensive income consists of net income aner attmprehensive income, which includes certaimgha in equity that are
excluded from net income. Specifically, adjustmdatemployee benefit plans, net of tax, are reedrith other comprehensive income.

PG&E Corporation Utility
Three Months Ended Three Months Ended
March 31, March 31,
(in millions) 2011 2010 2011 2010
Net income $202 $261 $201 $264
Employee benefit plan adjustment, net of @ 9 (80) 9 (80)
Comprehensive Income $211 $181 $210 $ 184

() These balances are net of income tax expense wil6n and net of income tax benefit of $55 mitiidor the three months ended March 31, 2011 and
2010, respectively

NOTE 6: EARNINGS PER SHARE

For the three months ended March 31, 2011, PG&Pp@&ation’s basic earnings per common share (“ER&?Y calculated by dividir
the income available for common shareholders byuighted average number of common shares outsiginéor the three months ended
March 31, 2010, PG&E Corporation calculated EP&gifiie “two-class” method because PG&E Corporasi@onvertible subordinated notes
that were then outstanding were considered to kejpating securities under applicable accounstandards. Under the two-class method, the
sum of distributed earnings to common shareholdedsundistributed earnings allocated to commones$twdders is divided by the weighted
average number of common shares outstanding dtirengeriod. In applying the two-class method, utniisted earnings were allocated to
both common shares and participating securitiegeSall of PG&E Corporation’s convertible subordathnotes have been converted into
common stock there were no participating securdgigstanding as of March 31, 2011.
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The following is a reconciliation of PG&E Corpormatis income available for common shareholders aeigilted average shares of
common stock outstanding for calculating basic EPS:

Three Months Ended

March 31,
(in millions, except per share amounts 2011 2010
Basic
Income Available for Common Shareholder: $199 $ 258
Less: distributed earnings to common shareho 181 169
Undistributed earning $18 $89
Allocation of undistributed earnings to common shreholders
Distributed earnings to common shareholt $181 $ 169
Undistributed earnings allocated to common stadsns 18 85
Total common shareholders earning $199 $254
Weighted average common shares outstanding, ba: 396 371
Convertible subordinated not - 16
Weighted average common shares outstanding atidipating securitie! 396 387
Net earnings per common share, bas
Distributed earnings, bas® $0.46 $0.46
Undistributed earnings, bas 0.04 0.23
Total $0.50 $0.69

() Distributed earnings, basic may differ from actpet share amounts paid as dividends, as the EPButation under GAAP requires the use of the weigjlaieerage, rather
than the actual, number of shares outstanc

In calculating diluted EPS, PG&E Corporation appliee treasury stock method of reflecting the titueffect of outstanding stock-
based compensation. During 2010, when PG&E Corjporatconvertible subordinated notes were outstagydihe “if-converted” method was
also applied in calculating diluted EPS to refldwt dilutive effect of the convertible subordinatestes to the extent that the impact was dilt
when compared to basic EPS. As noted above, ttoeseible subordinated notes were fully conveited shares of common stock in 2010
and were not outstanding during 2011.

The following is a reconciliation of PG&E Corpomatis income available for common shareholders aeiglted average shares of
common stock outstanding for calculating dilutedSEP

Three months endec

March 31,

(in millions, except per share amounts 2011 2010
Diluted
Income available for common shareholder $199 $ 258
Add earnings impact of assumed conversion ofqpating securities

Interest expense on convertible subordinatedsnoet of ta: - 4
Income available for common shareholders and asmed conversion $199 $ 262
Weighted average common shares outstanding, ba: 396 371
Add incremental shares from assumed convers

Convertible subordinated nof - 16

Employee sha-based compensatic 1 2
Weighted average common shares outstanding, diked 397 389
Total earnings per common share, dilutes $0.50 $0.67

For each of the periods presented above, the egilonlof outstanding shares on a diluted basisuebed 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 and PG&E Corporation, mainly throughk @iwnership of the Utility, face market risk pririvarelated to electricity and
natural gas commodity prices. All of the Utilityisk management activities involving derivativeduee the volatility of commodity costs on
behalf of its customers. The CPUC allows the Wtild charge customer rates designed to recovadtilig’s reasonable costs of providing
services, including the cost to obtain and delelectricity and natural gas.

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

» forward contracts that commit the Utility to purskeea commaodity in the futur

* swap agreements that require payments to or framtegparties based upon the difference betweermptiges for a predetermined
contractual quantity; an

» option contracts that provide the Utility with thght to buy a commodity at a predetermined pt
These instruments are not held for speculativeqaep and are subject to certain regulatory reqeinésn

Commodity-related price risk management activitieg meet the definition of a derivative are reearat fair value on the Condensed
Consolidated Balance Sheets. As long as the raiegakechanisms discussed above remain in placéhandtility’s risk management
activities are carried out in accordance with CRlil@ctives, the Utility expects to fully recovepin customers, in rates, all costs related to
commodity-related price riskelated derivative instruments. Therefore, all alired gains and losses associated with the chiarfge value of
these derivative instruments are deferred and decowithin the Utility’s regulatory assets and liles on the Condensed Consolidated
Balance Sheets. (See Note 3 above.) Net realized galosses on derivative instruments relategrite risk for commodities are recorded in
the cost of electricity or the cost of natural gath corresponding increases or decreases to regylbalancing accounts for recovery from
customers.

The Utility elects the normal purchase and saleption for qualifying commodity-related derivativestruments. Derivative
instruments that require physical delivery, arebpiwe of physical delivery in quantities that axpected to be used by the Utility over a
reasonable period in the normal course of busirsgbdo not contain pricing provisions unrelatethi®scommodity delivered are eligible for
the normal purchase and sale exception. The faievaf instruments that are eligible for the norpatchase and sales exception are not
reflected in the Condensed Consolidated BalancetShe

Electricity Procurement

The Utility obtains electricity from a diverse nok resources, including third-party power purchageeements, amounts allocated to
the Utility’s customers under power purchase cas¢réhat have been entered into by the Califorrépddtment of Water Resources (“DWR?”),
and its own electricity generation facilities. Tammount of electricity the Utility needs to proctioemeet the demands of customers is subject to
change for a number of reasons, including:

 periodic expirations or terminations of existingeticity purchase contracts, including the D’s contracts

» the execution of new electricity purchase contre

» the amount of electricity generated by the Utiktyvo nuclear generation units at the Diablo Carymmer plant (“Diablo Canyon”)
which can be affected by planned and unplannedjestahe availability of nuclear fuel, and regutgtor legislative actions that requires
the temporary or permanent curtailment or cessationuclear operation:

« fluctuation in the output of hydroelectric and athenewable energy resource facilities owned oreudntract

» changes in the Utili s customer electricity demands due to customer and econonawtlyror decline, weather, implementation of r
energy efficiency and demand response progranestdiccess, and community choice aggrega

 the acquisition, retirement, or closure of generafacilities owned by the Utility or others; a

» changes in market prices that make it more ecorarfogourchase power in the market rather tharthuséltility’s existing or contracted
resources to generate pow
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The Utility enters into third-party power purchaggeements to ensure sufficient electricity to noeistomer needs. The Utility’s third-
party power purchase agreements are generally atambor as leases, but certain third-party poweclpase agreements are considered
derivative instruments. The Utility elects to use hormal purchase and sale exception for eliglbtévative instruments.

A portion of the Utility’s third-party power purcha agreements contain market-based pricing temder to reduce the volatility in
customer rates, the Utility has entered into finainewap contracts to effectively fix the pricefafure 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 California Independent System Operator (“CAIB&3ntrolled electricity transmission grid usedthg Utility to transmit power is
subject to transmission constraints. As a reshst Utility is subject to financial risk associatsith the cost of transmission congestion. The
congestion revenue rights (“CRRs") allow marketiggrants, including load-serving entities, to hedbe financial risk of CAISO-imposed
congestion charges in the day-ahead market. Th&OAéleases CRRs through an annual and monthlegspeach of which includes an
allocation phase (in which load-serving entities alfocated CRRs at no cost based on the custosneart or “load” they serve) and an
auction phase (in which CRRs are priced at mankétaavailable to all market participants). The Wiparticipates in the allocation and auction
phases of the annual and monthly CRR processesCRIRs held by the Utility are considered derivatingruments.

Natural Gas Procurement (Electric Fuels Portfolic

The Utility’s electric procurement portfolio is exped to natural gas price risk primarily through tility-owned natural gas
generating facilities, tolling agreements, and radtgas-indexed electricity procurement contract@rder to reduce the volatility in customer
rates, the Utility purchases financial instrumentsh as swaps and options to reduce future castvBdability associated with fluctuating
natural gas prices. These financial instrumentansidered derivative instruments.

Natural Gas Procurement (Core Gas Supply Portfol

The Utility enters into physical natural gas comitypdontracts to fulfill the needs of its residetthnd smaller commercial customers
known as “core” customers. (The Utility does natqure natural gas for industrial and large comnaéror “non-core,customers.) Changes
temperature cause natural gas demand to vary dadgthly, and seasonally. Consequently, varyingivas of gas may be purchased or sc
the multi-month, monthly, and to a lesser exteatlydspot market to balance such seasonal supplydamand. The Utility purchases financial
instruments such as swaps and options as pag obiie winter hedging program in order to managtotner exposure to high gas prices du
peak winter months. These financial instrumentsaresidered derivative instruments.
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Volume of Derivative Activity
At March 31, 2011, the volumes of PG&E Corporatgahd the Utility’s outstanding derivative contsaatere as follows:

Contract Volume @)

Greater Than Greater Than
Less Than 1 1 Year but 3 Years but Greater Than
Less Than 3 Less Than 5
Underlying Product Instruments Year Years Years 5 Years®
Natural Ga®) Forwards ant
(MMBtus ®) Swaps 483,012,27 299,055,01 13,642,50 -
Options 215,050,00 203,350,00 21,000,00 -
Electricity Forwards ant ) ; ‘ ;
(Megawat-hours) Swaps 4,738,24. 6,526,71. 3,297,19 4,674,16:
Options 415,45( 24,54( 264,34¢ 371,60
Congestior
Revenue Righ 68,367,04 72,547,61 72,642,24 90,055,28

(1) Amounts shown reflect the total gross derivativeiaees by commodity type that are expected to skttach time period.
(2) Derivatives in this category expire between 2016 2022.

() Amounts shown are for the combined positions ofefleetric and core gas portfolios.

4 Million British Thermal Units.

Presentation of Derivative Instruments in the Finarial Statements

In PG&E Corporation’s and the Utility’s CondensednSolidated Balance Sheets, derivative instrumematpresented on a net basis
by counterparty where the right of offset existd@ema master netting agreement. The net balanckslgnoutstanding cash collateral associ
with derivative positions.

At March 31, 2011, PG&E Corporation’s and the Wi outstanding derivative balances were as fadlow

Gross
Derivative Total
Cash Derivative

Balance Netting Collateral

(in millions) ) @) @) Balances
Commodity Risk (PG&E Corporation and the Utility

Current asset-other 59 (47) 128 140
Other noncurrent asse- other 139 (100) 42 81
Current liabilities— other (371) 47 135 (189)
Noncurrent liabilities other (431) 100 48 (283)
Total commodity risk (604) - 353 (251)

(1) See Note 8 of the Notes to the Condensed Consediddhancial Statements for a discussion of theatain techniques used to calculate the fair vafithese
instruments.

(@) positions and cash collateral, by counterpartynateed where the intent and legal right to ofésdst in accordance with master netting agreements.
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At December 31, 2010, PG&E Corporation’s and thiéitys outstanding derivative balances were afofok:

Gross Total
Derivative Cash Derivative
Netting Collateral
(in millions) Balance ) ) Balances
Commodity Risk (PG&E Corporation and the Utility

Current asset-other $56 $ (45) $79 $90
Other noncurrent asse- other 77 (62) 96 111
Current liabilities— other (388) 45 119 (224)
Noncurrent liabilities other (486) 62 130 (294)
Total commaodity risk $ (741) $- $424 $ (317)

() Positions and cash collateral, by counterpartynatied where the intent and legal right to ofésést in accordance with master netting agreements.

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

Commodity Risk
(PG&E Corporation and Utility

Three months ended March 31

2011 2010
(in millions)
Unrealized gain/(loss- Regulatory assets and liabiliti® $137 $ (289)
Realized los- Cost of electricity (136) (106)
Realized los- Cost of natural ga@ (55) (39
Total commodity risk instruments $ (54) $ (434)
Other Risk Instruments
(PG&E Corporation Only
Other expense (income), r $- $1
Total other risk instruments $- $1

() Unrealized gains and losses on commodity riskeelaerivative instruments are recorded to regutaissets or liabilities, rather than being recortette
Condensed Consolidated Statements of Income. Tmeants exclude the impact of cash collateral pgst
(2 These amounts are fully passed through to custoimeases. Accordingly, net income was not impadigdealized amounts on these instrume

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

The majority of the Utility’s commodity commaoditylated derivative instruments contain collateratpg provisions tied to the
Utility’s credit rating from each of the major ciethting agencies. As of March 31, 2011, the tfiti credit rating was investment grade. If the

Utility’s credit rating were to fall below investmegrade, the Utility would be required to immedigtpost additional cash to fully collateralize
its net liability derivative positions.
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At March 31, 2011, the additional cash collatenalt tthe Utility would be required to post if itedit risk-related contingency features
were triggered was as follows:

(in millions)
Derivatives in a liability position with crediisk-related contingencies

that are not fully collateralize (487)
Related derivatives in an asset posi 12
Collateral posting in the normal course of busineslated to these

derivatives 16
Net position of derivative contracts/additional cdlateral posting

requirements @ (459

() This calculation excludes the impact of closedungiaid positions, as their settlement is not imgedly any of the
Utility 's credit risl-related contingencie

NOTE 8: FAIR VALUE MEASUREMENTS

PG&E Corporation and the Utility measure their caghivalents, trust assets, and price risk manageimgtruments at fair value. Fi
value is an exit price, representing the amountwloauld be received to sell an asset or paid tosfier a liability in an orderly transaction
between market participants. As such, fair value nsarket-based measurement that should be deerrhased on assumptions that market
participants would use in pricing an asset or laillig. A threedier fair value hierarchy is established as a bfaisonsidering such assumptic

and for inputs used in the valuation methodologiereasuring fair value:
Level 1- Observable inputs that reflect quoted prices djusied) for identical assets or liabilities iniaetmarkets.
Level 2- Other inputs that are directly or indirectly obsgble in the marketplace.
Level 3- Unobservable inputs which are supported by ldtil@o market activities.

The fair value hierarchy requires an entity to m@xe the use of observable inputs and minimizeuieeof unobservable inputs when
measuring fair value.
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Assets and liabilities measured at fair value oecairring basis for PG&E Corporation and the Utiite summarized below (money
market investments and assets held in rabbi teustbeld by PG&E Corporation and not the Utility):

Fair Value Measurements

At March 31, 2011 At December 31, 201(
(in millions) Level1 LevelZ LevelE Total Levell LevelZz LevelZ _Total
Assets:
Money market investmen $187 $- $- $187 $138 $- $- $138
Nuclear decommissioning trus
U.S. equity securitie® 861 8 - 869 1,029 7 - 1,036
Non-U.S. equity securitie 360 - - 360 349 - - 349
U.S. government and agency securi 647 159 - 806 584 40 - 624
Municipal securitie: - 109 - 109 - 119 - 119
Other fixed income securitie - 113 - 113 - 66 - 66
Total nuclear decommissioning tru 1,868 389 - 2,257 1,962 232 - 2,194
Price risk management instruments (Not
Electric® 119 11 - 130 130 - - 130
Gas@ 8 - - 8 3 - - 3
Total price risk management instrume 127 11 - 138 133 - - 133
Rabbi trust:
Fixed income securitie - 24 - 24 - 24 - 24
Life insurance contrac - 65 - 65 - 65 - 65
Total rabbi trust: - 89 - 89 - 89 - 89
Long-term disability trus
U.S. equity securitie® 4 20 - 24 11 24 - 35
Non-U.S. equity securitie - 8 - 8 - - - -
Corporate debt securiti - 145 - 145 - 150 - 150
Total lon¢-term disability trus 4 173 - 177 11 174 - 185
Total assets $2,186 $662 $- $2,848 $2,244 $495 $- $2,739
Liabilities:
Price risk management instruments (Not
Electric® $- $- $382 $ 382 $- $5 $403 $408
Gas® - 1 6 7 - 1 41 42
Total liabilities $- $1 $388 $ 389 $- $6 $444 $450

@

Level 2 balances include commingled funds, whighamprised primarily of securities traded publiclyexchanges. Price quotes for the assets heleldyinds are readily observa
and available

(@ Excludes $203 million and $185 million at March 2011 and December 31, 2010, respectively, pripmeelated to deferred taxes on appreciation ofstment value

(3 Balances include the impact of netting adjustmef&321 million and $359 million to Level 1 at Mar81, 2011 and December 31, 2010, respectivelgdadnillion to Level 2 at
March 31, 2011. Includes natural gas for electafplio.

Balances include the impact of netting adjustmef&40 million and $44 million to Level 1 at Mar@1, 2011 and December 31, 2010, respectively. tiedwatural gas for core
customers

Balances include the impact of netting adjustmeh&66 million to Level 2 at December 31, 2010 &id3) million and $(48) million to Level 3 at Mar@1, 2011 and December 31,
2010, respectively. Includes natural gas for eiegtortfolio.

Balances include the impact of netting adjustmef&5) million and $3 million to Level 3 at Mar@1, 2011 and December 31, 2010, respectively. tlesdwnatural gas for core
customers
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Money Market Investment

PG&E Corporation invests in money market funds #estk to maintain a stable net asset value. Thesks invest in high-quality,
short-term, diversified money market instrumentshsas treasury bills, federal agency securitiegijficates of deposit, and commercial paper
with a maximum weighted average maturity of 60 datykess. PG&E Corporation’s investments in thesa@y market funds are generally
valued using unadjusted quotes in an active mdokedentical assets and are thus classified aglLlevMoney market funds are recorded as
cash and cash equivalents in PG&E Corporation’sd€nsed Consolidated Balance Sheets.

Trust Assets

The assets held by the nuclear decommissionintstriee rabbi trusts related to the non-qualifieteded compensation plans, and the
long-term disability trust are comprised primarily ofuity] securities and debt securities. In generakegtiments held in the trusts are expost
various risks, such as interest rate, credit, aatket volatility risks.

Equity investments primarily include investmenteammon stock and commingled funds comprised oitggecurities across
multiple industry sectors in the U.S. and otheiarg of the world. Equity securities are generafijued based on unadjusted prices in active
markets for identical transactions and are class$iéis Level 1.

Debt securities are comprised primarily of fixeddme securities that include U.S. government aeth@gsecurities, municipal
securities, and corporate debt securities. U.Segouent and agency securities consist primarilyeafsury securities that are classified as
Level 1 as the fair value is determined by obsdevatarket prices in active markets. A market bagddation approach is generally used to
estimate the fair value of debt securities clasdifis Level 2. Under a market approach, fair vadwmesletermined based on evaluated pricing
data, such as broker quotes, for similar securétigsted for observable differences. Significapuis used in the valuation model generally
include benchmark yield curves and issuer spredus external credit rating, coupon rate, and mitwifieach security are considered in the
valuation, as applicable.

Price Risk Management Instrument

Price risk management instruments include physindlfinancial derivative contracts, such as fornsaswvaps, options, and CRRs that
are either exchange-traded or over-the-counteetta(Gee Note 7 above.)

Forwards and swaps that are valued using obserwadnlieet prices for the underlying commaodity or deritical instrument and are
classified as Level 1 or Level 2. Forwards and sathpt are valued using unobservable data aredemesi Level 3. These contracts are valued
using either estimated basis adjustments fromdiguaiding points or techniques including extragolafrom observable prices when a contract
term extends beyond a period when market dataaitadme.

All energy-related options are classified as Le/ahd are valued using a standard option pricindahwith various assumptions,
including forward prices for the underlying commtydtime value at a risk free rate, and volatillar periods in which market data is not
available, the Utility extrapolates these assummgtiosing internal models.

The Utility holds CRRs to hedge financial risk cAISO-imposed congestion charges in the dagad markets. CRRs are valued b
on auction prices discounted at the risk free fateited market data is available between auctiates| therefore, CRRs are classified as Level
3.
Transfers between Levels

PG&E Corporation and the Utility recognize any sfamns between levels in the fair value hierarchgfabe end of the reporting
period. There were no significant transfers betweeals for the three months ended March 31, 2011.
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Level 3 Reconciliation

The following table presents reconciliations fosets and liabilities measured and recorded atvédire on a recurring basis for PG&E
Corporation and the Utility (money market investitsesind dividend participation rights are held by®G3Corporation and not the Utility),

using significant unobservable inputs (Level 3):

For the three months ended March 31

2011 2010
Price Risk Dividend Price Risk
Management Participation Management
Money Other

(in millions) Instruments Market Rights Instruments Liabilities Total
Asset (liability) balance as of December $ (444) $4 $(12) $(217) $(3) $ (228)
Realized and unrealized gains (loss

Included in earning - - - - - -

Included in regulatory assets and

liabilities or balancing accoun 56 - - (119) 2 (117)
Purchases, issuances, sales and settler - 4) 5 - - 1
Transfers into Level - - - - - -
Transfers out of Level - - - - - -
Asset (liability) balance as of March 31 $ (388) $- $(@) $ (336) $) $ (344)

Financial Instruments

PG&E Corporation and the Utility use the followingethods and assumptions in estimating fair valudifiancial instruments:

» The fair values of cash, restricted cash and depast accounts receivable, sl-term borrowings, accounts payable, customer degp
and the Utility’s variable rate pollution contrabid loan agreements approximate their carryingesaht March 31, 2011 and

December 31, 201!

» The fair values of the Utili's fixed rate senior notes and fixed rate pollutiontrol bond loan agreements, PG&E Corpor¢ s fixed rate
senior notes, and the ERBs issued by PERF werel lmaisgquoted market prices at March 31, 2011 ance®éer 31, 201(

The carrying amount and fair value of PG&E Corpords and the Utilitys debt instruments were as follows (the table bedgelude:
financial instruments with carrying values that epgmate their fair values):

At March 31, 2011

At December 31, 201(

(in millions)

Debt (Note 4):
PG&E Corporatior
Utility
Energy recovery bonds (Note 4

(1) Fair values are determined using readily avadlaploted market price

Carrying Carrying
Fair Fair
Amount Value® Amount Value®
$ 349 $ 382 $ 349 $ 383
9,945 10,524 10,444 11,314
730 757 827 862
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Nuclear Decommissioning Trust Investmer

The Utility classifies its investments held in tihgclear decommissioning trust as “available-foesahs the day-to-day investing
activities of the trusts are managed by externadsiment managers, the Utility is unable to agkettit has the intent and ability to hold
investments to maturity. Therefore, all unrealifesbes are considered other-than-temporary impatsn&ains or losses on the nuclear
decommissioning trust investments are refundabteaverable, respectively, from customers. Theegfoust earnings are deferred and
included in the regulatory liability for recoverigsexcess of ARO. There is no impact on the Wtditarnings or accumulated other

comprehensive income. (See Note 3 above for fudtseussion.)

The following table provides a summary of availafiesale investments held in the Utility’s nuclecommissioning trusts:

The debt securities mature on the following schedul

(in millions)
As of March 31, 2011
Equity securitie:
u.s.
Non-U.S.
Debt securitie!
U.S. government and agency securi
Municipal securitie:
Other fixed income securitie
Total

As of December 31, 201
Equity securitie:
u.s.
Non-U.S.
Debt securitie:
U.S. government and agency securi
Municipal securitie:
Other fixed income securitie

Total

Total Total
Amortized Unrealized Unrealized Estimated
@
Cost Gains Losses Fair Value
$ 308 $ 562 $(1) $ 869
182 179 (2) 360
759 50 3) 806
108 1 - 109
113 1 (1) 113
$1,470 $ 793 $ (6) $ 2,257
$509 $529 $(2) $ 1,036
180 170 (1) 349
571 55 (2) 624
119 1 () 119
65 1 - 66
$1,444 $ 756 $(6) $2,194

Excludes $203 million and $185 million at March 2011 and December 31, 2010, respectively, primeeiated to deferred taxes on appreciation

of investment value

(in millions)

Less than 1 yet

1-5 years

5-10 years

More than 10 yeat

Total maturities of debt securities

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

(in millions)

Proceeds from sales and maturities of nucleasrdatssioning trust investmer

Gross realized gains on sales of securities dlavailabl-for-sale
Gross realized losses on sales of securitiesdseévailabl-for-sale

As of March 31, 201:

$72
32t
28¢€
34&

$1,02¢

Three Months Ended

March 31, 2011

March 31, 2010

$726
20

4

$ 337
15

(®)
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NOTE 9: RESOLUTION OF REMAINING CHAPTER 11 DISPUTED CLAIMS

Various electricity suppliers filed claims in thdility’s Chapter 11 Settlement Agreement seekingnpent for energy supplied to the
Utility’s customers through the wholesale electyicharkets operated by the CAISO and the CalifoRoaver Exchange (“PX”) between May
2000 and June 2001. These claims, which the Udigputes, are being addressed in various FERQualdlal proceedings in which the State
of California, the Utility, and other electricityupchasers are seeking refunds from electricity bensp including municipal and governmental
entities, for overcharges incurred in the CAISO #relPX wholesale electricity markets between Ma§@®and June 2001. At March 31, 2011
and December 31, 2010, the Utility held $384 milland $512 million in escrow, respectively, inchglinterest earned, for payment of the
remaining net disputed claims. These amounts atedad within restricted cash on the Condensed @fzged Balance Sheets.

While the FERC and judicial proceedings have besrding, the Utility entered into a number of setigats with various electricity
suppliers to resolve some of these disputed claimaisto resolve the Utility’s refund claims agaitistse electricity suppliers. These settlement
agreements provide that the amounts payable byattes are, in some instances, subject to adjudth@sed on the outcome of the various
refund offset and interest issues being consideyettie FERC. The proceeds from these settlemeiités,dieductions for contingencies base:
the outcome of the various refund offset and irgeissues being considered by the FERC, will cortito be refunded to customers in rates.
Additional settlement discussions with other eleittr suppliers are ongoing. Any net refunds, claiffsets, or other credits that the Utility
receives from energy suppliers through resolutiothe remaining disputed claims, either throughleetent or the conclusion of the various
FERC and judicial proceedings, will also be refuhtte customers.

The following table presents the changes in theaieimg net disputed claims liability:

(in millions)

Balance at December 31, 20 $934
Interest accrue 7

Less: supplier settlemer (86)
Balance at March 31, 201: $ 855

At March 31, 2011, the Utility’s net disputed clanmability was $855 million, consisting of $691 Iltn of remaining disputed claims
(classified on the Condensed Consolidated BalaheetS within accounts payablalisputed claims and customer refunds) and intaesuec
at the FERC-ordered rate of $658 million (classlifie the Condensed Consolidated Balance Sheetswithrest payable) partially offset by
accounts receivable from the CAISO and the PX &4$illion (classified on the Condensed Consolid&alance Sheets within accounts
receivable — other).

Interest accrues on the net liability for disputéeims at the FERC-ordered rate, which is highantthe rate earned by the Utility on
the escrow balance. Although the Utility has bealfecting the difference between the accrued istesad the earned interest from customers,
this amount is not held in escrow. If the amounintérest accrued at the FERC-ordered rate is @rétaan the amount of interest ultimately
determined to be owed with respect to disputedrdathe Utility would refund to customers any excest interest collected from customers.
The amount of any interest that the Utility mayreégquired to pay will depend on the final amountbégaid by the Utility with respect to the
disputed claims and when such interest is paid.

PG&E Corporation and the Utility are unable to fced/hen the FERC or judicial proceedings thatstilepending will be resolved,
and the amount of any potential refunds that thktyJinay receive or the amount of disputed claims)uding interest that the Utility will be
required to pay.

NOTE 10: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have substantiahhcial commitments in connection with agreementgred into to support the
Utility’s operating activities. PG&E Corporation éihe Utility also have significant contingenciesiag from their operations, including
contingencies related to guarantees, regulatorygeaings, nuclear operations, environmental compdiaand remediation, tax matters, and
legal matters.
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Commitments
Utility
Third-Party Power Purchase Agreements

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

At March 31, 2011, the undiscounted future expeptaaler purchase agreement payments were as follows:

(in millions)

2011 $2,07¢
2012 2,55¢
2013 3,00¢
2014 3,27¢
2015 3,47¢
Thereaftel 54,39(
Total $ 68,77

Costs incurred by the Utility under power purchageeements amounted to $587 million and $201 miliay the three months ended
March 31, 2011 and 2010, respectively.

Some of the power purchase agreements that thgyldtiltered into are treated as capital leasesfdlteving table shows the future
fixed capacity payments due under the contractsafeatreated as capital leases. The fixed cappaitynents are discounted to their present
value in the table below using the Utility’s incrental borrowing rate at the inception of the lea$&g amount of this discount is shown in the
table below as the amount representing interest.

(in millions)

2011 $4:
2012 50
2013 50
2014 42
2015 38
Thereaftel 124
Total fixed capacity payments 347
Less: amount representing inter (68)
Present value of fixed capacity payment $27

Minimum lease payments associated with the leabgation are included in cost of electricity on PE&orporation’s and the
Utility’s Condensed Consolidated Statements of ineoThe timing of the recognition of the lease eggeconforms to the ratemaking
treatment for the Utility’s recovery of the costadéctricity. The contracts that are treated astablpases expire between April 2014 and
September 2021.

At March 31, 2011 and December 31, 2010, curreiillties — other included $34 million and $34 noifl, respectively, and
noncurrent liabilities — other included $245 mitliand $248 million, respectively. The correspondisgets at March 31, 2011 and
December 31, 2010 of $279 million and $282 millincluding accumulated amortization of $129 millimnd $126 million, respectively are
included in property, plant, and equipment on PG&dfporation’s and the Utility’s Condensed ConsdkdisBalance Sheets.
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Natural Gas Supply, Transportation, and Storage G@daments

The Utility purchases natural gas directly fromguroers and marketers in both Canada and the UBttads to serve its core
customers and to fuel its owned-generation faeditiThe contract lengths and gquantities of thetyslportfolio of natural gas procurement
contracts can fluctuate based on market conditibhs.Utility also contracts for natural gas trangpion from the points at which the Utility
takes delivery (typically in Canada and the sousiterien United States) to the points at which théity8 natural gas transportation system
begins. In addition, the Utility has contracted §as storage services in northern California ireotd better meet core customers’ winter peak
loads. At March 31, 2011, the Utility’s undiscouthtabligations for natural gas purchases, naturatigasportation services, and natural gas

storage were as follows:

(in millions)

2011 $ 659
2012 514
2013 258
2014 209
2015 195
Thereaftel 1,141
Total @ $ 2,976

(1) Amounts above include firm transportation contrdatshe Ruby Pipeline (a 1.5 billion cubic feet ey (“bcf/d”) pipeline
which is currently under construction and expet¢tedecome operational in the summer of 2011. Thigytas contracted fc

a capacity of approximately 0.4 bcf/i

Costs incurred for natural gas purchases, natasatrgnsportation services, and natural gas st@agented to $433 million and $553
million for the three months ended March 31, 204ad Klarch 31, 2010, respectively.

Nuclear Fuel Agreements

The Utility has entered into several purchase agesds for nuclear fuel. These agreements have tennggng from one to 14 years
and are intended to ensure long-term fuel supgig. dontracts for uranium and for conversion anitbnrent services provide for 100%
coverage of reactor requirements through 2016 enduhtracts for fuel fabrication services provide ¥00% coverage of reactor requirements
through 2017. The Utility relies on a number okimational producers of nuclear fuel in order tedsify its sources and provide security of
supply. Pricing terms are also diversified, randimegn market-based prices to base prices thatsma@ated using published indices. New
agreements are primarily based on forward markeingr.

At March 31, 2011, the undiscounted obligationsarndiclear fuel agreements were as follows:

(in millions)

2011 $ 6E
2012 83
2013 12E
2014 143
2015 20C
Thereaftel 1,06¢
Total $1,68:

Payments for nuclear fuel amounted to $29 millind &53 million for the three months ended MarchZ11,1 and March 31, 2010,
respectively.

Contingencies

PG&E Corporation

PG&E Corporation retains a guarantee related t@miceobligations of its former subsidiary, Natiofalergy and Gas Transmission,
Inc. (“NEGT"), that were issued to the purchaseanfNEGT subsidiary company in 2000. PG&E Corporas primary remaining exposure
relates to any potential environmental obligatithveg were known to NEGT at the time of the salermitdisclosed to the purchaser, and is
limited to $150 million. PG&E Corporation has neteived any claims nor does it consider it probéidé any claims will be made under the
guarantee. PG&E Corporation believes that its g@kexposure under this guarantee would not havatrial impact on its financial
condition or results of operations.
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Utility
Energy Efficiency Programs and Incentive Ratemaking

On November 15, 2010, a proposed decision wasdsae if, adopted by the CPUC, would modify thegintive mechanism that
would apply to the 2010 through 2012 program cy&laong other changes, the proposed modificationlavbionit the total amount of the
incentive award or penalty that could be awardeditimposed on, all the investor-owned utilitiesstL89 million. If the proposed decision is
adopted, the Utility’s opportunity to earn incemtirevenues would be limited compared to the meshathat was in place for the 2006-2008
program cycle.

Spent Nuclear Fuel Storage Proceedings

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

Because the DOE failed to develop a permanentgeaite, the Utility obtained a permit from the Mz Regulatory Commission
(“NRC") to build an on-site dry cask storage fagilio store spent fuel at Diablo Canyon througleast 2024. The construction of the dry cask
storage facility is complete. During 2009 and 2(h@, Utility moved all the spent nuclear fuel thats scheduled to be moved into dry cask
storage. An appeal of the NRC's issuance of thenfiewhich claimed that the NRC failed to adequatsinsider environmental impacts of a
potential terrorist attack at Diablo Canyon, wasidd by the U.S. Court of Appeals for the Ninthddit on February 15, 2011.

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 op-sjtent nuclear fuel storage facilities. The Wtisbught to recover $92 million of costs that it
incurred through 2004. After several years of ¢itign, 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 Z®&10. The appeal was argued in the
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Federal Circuit Court of Appeals on March 10, 204dditionally, on August 3, 2010, the Utility filedvo complaints against the DOE in the
U.S. Court of Federal Claims seeking to recovecadits incurred since 2005 to build on-site stofaggities. The Utility estimates that it has
incurred costs of at least $205 million since 208%ounts recovered from the DOE will be creditedtistomers.

Nuclear Insurance

The Utility has several types of nuclear insurafocehe 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 damagdshasiness interruption losses as a
member of Nuclear Electric Insurance Limited (“NBLLNEIL is a mutual insurer owned by utilities Wihuclear facilities. NEIL provides
property damage and business interruption covesgp to $3.2 billion per incident for Diablo Canydn addition, NEIL provides $131
million of property damage insurance for HumboldtyBJnit 3. Under this insurance, if any nuclearegating facility insured by NEIL suffers
a catastrophic loss causing a prolonged outage/titisy may be required to pay an additional pramiof up to $42 million per ongear policy
term.

NEIL also provides coverage for damages causeatsyod terrorism at nuclear power plants. If onenare acts of terrorism cause
damages covered under any of the nuclear insugasizges issued by NEIL to any NEIL member, the imaxm recovery under all those
nuclear insurance policies may not exceed NEILIg&pdimit of $3.2 billion within a 12-month perioplus any additional amounts recovered
by NEIL for these losses from reinsurance. Ceraaits of terrorism may be “certified” by the Secrgtaf the Treasury. For damages caused by
certified acts of terrorism, NEIL can obtain comgation from the federal government and will provigeto its full policy limit of $3.2 billion
for each insured loss caused by these certifieslafderrorism. The $3.2 billion amount would netdhared as is described above for damages
caused by acts of terrorism that have not beeifiedrt

Under the Price-Anderson Act, public liability ates that arise from nuclear incidents that occiiablo Canyon, and that occur
during the transportation of material to and fromlido Canyon are limited to $12.6 billion. As reepd by the Price-Anderson Act, the Utility
purchased the maximum available public liabilitgurance of $375 million for Diablo Canyon. The Inalka of the $12.6 billion of liability
protection is provided under a loss-sharing progaamong utilities owning nuclear reactors. The gtithay be assessed up to $235 million per
nuclear incident under this program, with paymémisach year limited to a maximum of $35 milliorr pecident. Both the maximum
assessment and the maximum yearly assessmentaseeddor 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 fdricator or that occur at the fuel fabricator'sility. Such claims are covered by nuclear
liability policies purchased by the enricher ane thel fabricator as well as by separate supplen transporter’s (“S&T”) insurance policies.
The Utility has a S&T policy that provides coverdgeclaims arising from some of these incidentdap maximum of $375 million per
incident. The Utility could incur losses that aigher not covered by insurance or exceed the amafunsurance available.

In addition, the Utility has $53 million of liabili insurance for Humboldt Bay Unit 3 and has a $60ion indemnification from the
NRC for public liability arising from nuclear inchts, covering liabilities in excess of the $53lioml of liability insurance

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 numbetaiis and lawsuits. In addition, the Utility cewxcur penalties for failure to comply with
federal, state, or local laws and regulations.

PG&E Corporation and the Utility record a provision a liability when it is both probable that ability has been incurred and the
amount of the loss can be reasonably estimated.BPG@&rporation and the Utility evaluate the rangeeafsonably estimated costs and record a
liability based on the lower end of the range, sslan amount within the range is a better estithate any other amount. These accruals, and
the estimates of any additional reasonably postilskes, are reviewed quarterly and are adjustegflext the impacts of negotiations,
discovery, settlements and payments, rulings, advidegal counsel, and other information and eveettaining to a particular matter. In
assessing such contingencies, PG&E Corporatiomdfan Utility’s policy is to exclude anticipatedgkd costs.

The accrued liability associated with claims atiddition, regulatory proceedings, and other legafters (other than third-party
liability claims related to the San Bruno accidastdiscussed below) totaled $87 million at MarchZBil1 and $55 million at December 31,
2010 and is included in PG&E
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Corporation’s and the Utility’s current liabilitiesother in the Condensed Consolidated BalancetSHeecept as discussed below, PG&E
Corporation and the Utility do not believe thatdes associated with legal matters would have arrabéelverse impact on their financial
condition, results of operations, or cash flowsmlafonsideration of the accrued liability at Mag® 2011.

Explosion and Fires in San Bruno, Californit

On September 9, 2010, an underground 30-inch raasaransmission pipeline (line 132) owned anerafed by the Utility, ruptured
in a residential area located in the City of Saari®y, California (“San Bruno accident”). The ensuéxgplosion and fire resulted in the deaths of
eight people, injuries to numerous individuals, artensive property damage. The NTSB has issuestalgwublic statements regarding its
investigation of the San Bruno accident but hasyebtletermined the cause of the pipeline ruptDteing the quarter ended March 31, 2011,
the CPUC initiated an investigation pertainingdfesy recordkeeping for the Utility’s gas transnusspipeline that ruptured in San Bruno, as
well as for its entire gas transmission systemciig discussed below.

In addition to these investigations, as of MarchZ111, 74 tort lawsuits on behalf of approxima@®¢ plaintiffs, including two class
action lawsuits, have been filed against PG&E Crafion and the Utility. Five of the lawsuits on la#ffrof 11 plaintiffs were filed in the San
Francisco County Superior Court; the rest werelfileSan Mateo County Superior Court. These tevslats seek compensation for personal
injury and property damage and seek other relieé dlass action lawsuits allege causes of actioatfirt liability, negligence, public nuisani
private nuisance, and declaratory relief. Sevettamoresidents of San Bruno also have submittecadanalaims to the Utility. These lawsuits
have been coordinated and assigned to one judpe iBan Mateo County Superior Court.

The Utility recorded a provision of $220 million 2010 for estimated third-party claims relatedh® $an Bruno accident, including
personal injury and property damage claims, danaggrastructure, and other damage claims. Theipian also included estimated liabiliti
to reimburse the City of San Bruno for costs iuimed related to the fires caused by the pipelipgure. As of March 31, 2011 and
December 31, 2010, $198 million and $214 milliespectively, was accrued as a liability in PG&E fiawation’s and the Utility's Condensed
Consolidated Balance Sheets. The change in thiéitiidiboom December 31, 2010 was due to paymentderta third parties.

The Utility currently estimates that it may incu much as $400 million for third-party claims. Asma information becomes known,
including information resulting from the NTSB an®OC investigations, management’s estimates andrgggns regarding the amount of
third-party liability incurred in connection with the SBruno accident may change. It is possible thdtange in estimate could have a mate
adverse impact on PG&E Corporation’s and the Widlifinancial condition, results of operations,caish flows.

The Utility maintains liability insurance for damegin the approximate amount of $992 million inesscof a $10 million deductible.
Although PG&E Corporation and the Utility currentignsider it likely that a significant portion dfet costs the Utility incurs for third-party
claims relating to the San Bruno accident willmbitely be covered through this insurance, no amfmuntsurance recoveries has been
recorded as of March 31, 2011. PG&E CorporationthedJtility are unable to predict the amount andrig of insurance recoveries.

CPUC Investigations

On February 24, 2011, the CPUC issued an ordetutisy a formal investigation (“Oll") pertainingtsafety recordkeeping for the
Utility’ s gas transmission pipeline that ruptured in Sam8ion September 9, 2010, as well as for its egsetransmission system. The CP
stated that in deciding to issue the OlI, it hdgdeon the NTSB’s public preliminary reports isdue connection with its investigation of the
San Bruno accident, the NTSB'’s January 3, 201 1nirggfety recommendations regarding the importafeecurate pipeline records in
calculating maximum safe operating pressures, #mer NTSB statements. After the NTSB has compliteihvestigation and issued a final
report, the CPUC also will consider other possititdations of law, besides recordkeeping, assodiatiéh the Utility’s transmission lines and
with Line 132 in particular.

If the CPUC determines that the Utility violatedetst law standards with respect to its gas syserondkeeping, the CPUC will
schedule a later phase or phases to determine erhthalties are warranted, and if so the amoustich penalties. It is anticipated that the
administrative law judge will set the procedurdiedule after a second pre-hearing conference ischelng the week of May 9, 2011.
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The CPUC also is investigating a natural gas exphoand fire that occurred on December 24, 2008 mouse located in Rancho
Cordova, California (“Rancho Cordova accident”). Bebruary 17, 2011, the Utility submitted its repgorthe CPUC to provide extensive
information, from as far back as January 1, 20060uathe Utility’s natural gas operating and maiatece practices and procedures. The
Utility’s report agrees with the NTSB’conclusions about the probable cause of the etcahd explains what process improvements théy
has made to prevent a similar accident in the éutlihe CPUC has scheduled an evidentiary hearingdrjuly.

If the CPUC determines that the Utility violatecpipable laws in connection with the San Bruno anBho Cordova accidents, the
CPUC could impose penalties of up to $20,000 pegr per violation which, in the aggregate, coulddéavmaterial adverse impact on PG&E
Corporation’s and the Utility’s financial conditipresults of operations, or cash flows. Estimaiziilities associated with the Rancho Cordova
investigation are included in the accrual for legaltters discussed above. In addition, law enfoecgrauthorities could begin proceedings that
could result in the imposition of civil or criminfihes or penalties on the Utility. PG&E Corporatiand the Utility are unable to predict the
ultimate outcome of the investigations discussemalor whether additional investigations or prodegsl will be instituted.

Environmental Matters

The Utility has been, and may be required to payefvironmental remediation at sites where it heenb or may be, a potentially
responsible party under federal and state envirotethéaws. These sites include former manufactgesiplant (“MGP”) sites, power plant
sites, gas gathering sites, sites where naturat@apressor stations are located, and sites us#tehytility for the storage, recycling, or
disposal of potentially hazardous substances. Ufedieral and California laws, the Utility may bepensible for remediation of hazardous
substances even if it did not deposit those subston the site.

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

The Utility records an environmental remediati@abllity based on the lower end of the range ofested costs, unless an amount
within the range is a better estimate than anyratheount. Amounts recorded are not discounteddi firesent value.

The Utility had an undiscounted and gross enviramalgemediation liability of $627 million at Mar@1, 2011 and $612 million at
December 31, 2010. The following table presentcti@ges in the environmental remediation liabfligm December 31, 2010:

(in millions)
Balance at December 31, 20 $612
Additional remediation costs accru
Transfer to regulatory account for recov 33
Amounts not recoverable from custom 9
Less: Payment (27)
Balance at March 31, 201: $ 627
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The $627 million accrued at March 31, 2011 conséthe following:
» $45 million for remediation at the Utili's natural gas compressor site located near Hinilejfornia;
» $180 million for remediation at the Utili's natural gas compressor site located on the @aiifdorder, near Topock, Arizon
» $83 million related to remediation at divested gatien facilities;
» $117 million related to remediation costs for thdityt's generation and other facilities and for t-party disposal site:

» $142 million related to investigation and/or remeidia costs at former MGP sites owned by the Utititythird parties (including those si
that are the subject of remediation orders by emnrental agencies or claims by the current ownetiseoformer MGP sites); ar

» $60 million related to remediation costs for foggcommissioning site

Of the $627 million environmental remediation ligtli the Utility expects to recover $327 milliohrough the CPUC-approved
ratemaking mechanism that authorizes the Utilityetmover 90% of hazardous waste remediation cast®ut a reasonableness review
(excluding any remediation associated with the Kinkatural gas compressor site) and $135 milliwough the ratemaking mechanism that
authorizes the Utility to recover 100% of remediatcosts for decommissioning fossil-fueled sited egrtain of the Utility’s transmission
stations (excluding any remediation associated ditested generation facilities). The Utility alscovers its costs from insurance carriers and
from other third parties whenever possible. Any armis collected in excess of the Utility’s ultimatieligations may be subject to refund to
customers.

Although the Utility has provided for known envimental obligations that are probable and reasoregilynable, estimated costs n
vary significantly from actual costs, and the antaefradditional future costs may be material tauhessof operations in the period in which tt
are recognized. The Utility’s undiscounted futuests could increase to as much as $1.2 billionefextent of contamination or necessary
remediation is greater than anticipated or if ttieeo potentially responsible parties are not finalhcable to contribute to these costs, and ¢
increase further if the Utility chooses to remegliaeyond regulatory requirements. Recovery of taeseunts would be subject to CPUC
approval.

Tax Matters

In tax year 2008, PG&E Corporation began partidfgain the Compliance Assurance Process (“CAPtga-time Internal Revenue
Service (“IRS”) audit intended to expedite resantdf tax matters. The CAP audit culminates withtger from the IRS indicating their
acceptance of the return. The IRS partially acakfite 2008 return, withholding two issues for fertheview. The most significant of these
relates to a tax accounting method change fileB®®%E Corporation to accelerate the amount of debliectepairs. While the IRS approved
PG&E Corporation’s request for a change in mettioel IRS will audit the methodology to determine fineper deduction. This audit has not
progressed significantly because the IRS is workiith the utility industry to resolve this mattera consistent manner for all utilities before
auditing individual companies. In December 2018,IRS accepted PG&E Corporatier2009 tax return. PG&E Corporation is currentiger
audit for the 2010 CAP year.

PG&E Corporation and the Utility expect the IRSétease new guidance clarifying the treatment diudgble repairs within the next
12 months. This guidance may result in a changmircognized tax benefits. PG&E Corporation andUtility are unable to determine the
potential impact of this change to the unrecognizedoenefits at this time.

The California Franchise Tax Board (“FTB”) is allff PG&E Corporation’s 2004 and 2005 combined @atifa income tax returns,
as well as the 1997-2007 amended income tax retaflesting IRS settlements for these years anidncldings that apply only to California.
PG&E Corporation expects the FTB to complete th@71® 2004 audit by the end of 2011. It is uncert@hen the FTB will complete the
remaining audits.

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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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

PG&E Corporation, incorporated in California in 39%s a holding company whose primary purpose tsold interests in energy-
based businesses. PG&E Corporation conducts itedmssprincipally through Pacific Gas and ElecBampany (“Utility”), a public utility
operating in northern and central California. Théity generates revenues mainly through the satedelivery of electricity and natural gas to
customers. PG&E Corporation became the holding emmpf the Utility and its subsidiaries on Januart997. Both PG&E Corporation and
the Utility are headquartered in San Franciscoif@aia.

The Utility served 5.2 million electricity distrilbion customers and 4.3 million natural gas distiifiucustomers at March 31, 2011.
The Utility had $45.9 billion in assets at March 2011 and generated revenues of $3.6 billionénttinee months ended March 31, 2011.

The Utility is regulated primarily by the CalifomPublic Utilities Commission (“CPUC") and the FealeEnergy Regulatory
Commission (“FERC"). In addition, the Nuclear Regfory Commission (“NRC”) oversees the licensing)stauction, 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 conditiohservice for the Utilit's electric and natural gas distribution operati@hsstric generatiol
and natural gas transportation and storage. TheCHER jurisdiction over the rates and terms andlitions of service governing the Utility’s
electric transmission operations and over the ratelsterms and conditions of service governindtigy on its interstate natural gas
transportation contracts. Before setting rates@RE&/C and the FERC authorize the annual amourgvefitue (“revenue requirementsfipt the
Utility is authorized to collect from its customecsrecover its reasonable operating and capitstsoaf providing utility services. The
authorized revenue requirements also provide tliigy\#n opportunity to earn a return on “rate Ba@e., the Utility’s net investment in
facilities, equipment, and other property useds&ful in providing utility service to its customgr¥he CPUC requires the Utility to maintain a
certain capital structure (i.e., the relative weiigdps of common equity, preferred equity, and delstgn financing its rate base and authorizes
the Utility to earn a specific rate of return ortle@apital component.

This is a combined quarterly report of PG&E Corpioraand the Utility and should be read in conjimeiwith each company’s
separate Condensed Consolidated Financial Staterardtthe Notes to the Condensed Consolidated dtaie&8tatements included in this
quarterly report. In addition, this quarterly refpsinould be read in conjunction with PG&E Corparats and the Utility’s combined Annual
Report on Form 10-K for the year ended DecembePB10 which incorporates by reference each compaaydiited Consolidated Financial
Statements, the Notes to the Consolidated FinaBté&éments, and other information (2010 Annughdre).

Key Factors Affecting Results of Operations and Fiancial Condition

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

» The Outcome of Matters Related to the Utility’siNat Gas Pipeline Systerihe National Transportation Safety Board (“NTSE) i
continuing its investigation of the rupture of dlitt-owned natural gas pipeline on September 9,2 San Bruno, California (the “San
Bruno accident”). The NTSB has issued several piudtitements regarding its investigation of the Bamo accident but has not yet
determined the cause of the pipeline rupture. TREIC is also investigating a natural gas explosiwhfae that occurred on December 24,
2008 in a house located in Rancho Cordova, Caldqithe “Rancho Cordova accident”). If the CPUGIfrthat the Utility violated
applicable law in connection with these accidetiis,CPUC may impose substantial penalties on thgyU{See “Natural Gas Pipeline
Matters” below). During the quarter ended March&111, the CPUC opened a rule-making proceedingratiated a formal investigation
of the Utility’s gas transmission pipeline recordgéng. The Utility currently estimates that in 20d.will incur incremental costs
associated with its natural gas transmission basiriacluding costs to comply with CPUC orders BB recommendations, ranging
from $350 million to $550 million. (See “Operatiagd Maintenance” and “Natural Gas Pipeline Matt&edow.) These cost estimates
could change depending on a number of factorsydhiet) the outcome of regulatory proceedings andlipgninvestigations, as well as
future rulemaking, ratemaking, or other investiggtoroceedings that may be commenced at the CPiytate or federal legislation is
enacted to address natural gas transmission apesand maintenance, the Utility may incur addaiaosts to comply with such new
statutory requirements. It is uncertain how mucthefcosts the Utility incurs to comply with ordemscommendations, new CPUC
regulations, or new legislation, will be recoveratiirough rates. In addition, various civil lawstiave been filed by residents of San
Bruno in California state courts against PG&E Cogpion and the Utility related 1
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the San Bruno accident. The Utility currently esttes that it may incur as much as $400 milliontthind-party claims, including the $2:2
million provision recorded for the year ended DebenB1, 2010. (See Note 10 to the Notes of the €useld Consolidated Financial
Statements.) The total amount of third-party ligpitlaims will depend on the final determinatioitioe causes for the pipeline rupture and
responsibility for the personal injuries and prapelamages, and the number and nature of fhartly claims. Although PG&E Corporatis
and the Utility currently consider it likely thatsggnificant portion of the costs the Utility inaufor third-party claims will ultimately be
covered by its liability insurance, no amountsiftaurance recoveries have been recorded as of Mdrch011. The resolutions of the
various regulatory matters and the outcome of #ramg investigations and third-party claims mayeha material adverse impact on
PG&E Corporatio’s and the Utilit’s financial condition, results of operations, asltélows.

» The Timing and Outcome of Ratemaking and Other Ry Proceeding. The majority of the Utilit’s base revenue requirements
2011 and several years thereafter are determinearious rate cases at the CPUC and the FERC. @hp 2011, the CPUC issued a
decision in the Utility’s 2011 Gas Transmission &tdrage rate case (“GT&S”) authorizing the Utilibycollect increased revenue
requirements from January 1, 2011. In the Utilit®311 General Rate Case (“GRC") the CPUC will atifeoa change in revenue
requirements beginning on January 1, 2011, buC®EC has not yet issued a decision. These and gelatory proceedings are
discussed under “Regulatory Matters” below. Frametito time, the Utility also requests that the CPAlthorize additional base revenue
requirements for specific capital expenditure petgesuch as new power plants. The outcome of fesmedings can be affected by m
factors, including general economic conditions,léwe! of customer rates, and political and reguiapolicies. (See “Risk Factors” in the
2010 Annual Report.

» The Ability of the Utility to Control Operating Ggsand Capital Expenditure$he Utility’s revenue requirements are generallybgethe
CPUC and the FERC at a level to allow the Utillig bpportunity to recover its forecasted operagixenses, to recover depreciation, tax,
and interest expenses associated with forecaspghlcaxpenditures, and to earn a return on edURYE"). Actual costs may differ from
forecasts, or the Utility may incur significant umigipated costs, such as costs related to starotages, catastrophic events, or costs
incurred to comply with regulatory orders or legtgn. For example, during the three months endactmM31, 2011, the Utility incurred
comparatively higher expenses to respond to wsttams, as shown in the table below. As noted ahtbreeUtility expects to incur
material costs during 2011 to comply with CPUC osdnd NTSB recommendations that have been issuszhnection with the
investigations of the San Bruno accident. (See f&jgg and Maintenance” and “Natural Gas Pipeliregtists” below.) Differences in the
amount or timing of forecasted or authorized antdaaosts can affect the Utility’s ability to edts authorized rate of return and the
amount of PG&E Corporation’s income available fomenon shareholders. To the extent the Utility iahla to conclude that costs are
probable of recovery through rates, the Utilitylwitur a charge to incom

» Authorized Capital Structure, Rate of Return, amtbRcing.The Utility’'s CPUC-authorized capital structure for its electric ardunal gas
distribution and electric generation rate base isting of 52% common equity and 48% debt and pretestock is scheduled to remain in
effect through 2012. The Utility’'s CPUC-authorizZR@E of 11.35% is scheduled to remain in effectulgto2012 but is subject to change
based on an annual adjustment mechanism as desaritee 2010 Annual Report. The timing and amafrihe Utility’s future debt
financing will depend primarily on the timing anthaunt of its capital expenditures. PG&E Corporationtributes equity to the Utility as
needed by the Utility to maintain its CPUC-authedzapital structure. As the Utility incurs cosigperform pipeline safetgelated work a
described above, the amount of equity needed bytitiey to maintain its capital structure is arifiated to increase. PG&E Corporation
anticipates issuing equity in the future to meetlthility’ s additional equity needs. (S*Liquidity and Financial Resourc” below.)
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Summary of Changes in Earnings per Common Share anhcome Available for Common Shareholders for the firee Months Ended
March 31, 2011

PG&E Corporation’s income available for common shatders decreased by $59 million, or 23%, from8h2fllion for the three
months ended March 31, 2010 to $199 million forttivee months ended March 31, 2011. The followaide is a summary reconciliation of
the key changes in income available for commonedt@ders and earnings per common share for the thosmths ended March 31, 2011:

Earnings Per

Common Share

(in millions) Earnings (Diluted)

Income Available for Common Shareholder— March 31, 2010 $ 258 $0.67
Natural gas pipeline matte® (31) (0.08)
Delay in rate case decisio®) (27) (0.07)
Storm and outage expen®) (18) (0.05)
Statewide ballot initiativ(4) 25 0.07
Federal healthcare la(5) 20 0.05
Other(®) (28) (0.06)
Increase in shares outstand(7) - (0.03)

Income Available for Common Shareholder— March 31, 2011 $19¢ $0.50

()] During the three months ended March 31, 2011Utiiiyy incurred costs of $31 million, after-tatg comply with CPUC orders and NTSB recommendattbas have
been issued in connection with investigations eeldo the San Bruno accident. These costs are flfraasociated with an extensive review of thdityts pipeline
records, as well as other activities associatel thi¢ accident and pending investigations.

(2) During the three months ended March 31, 2011Utili#y incurred an unfavorable variance of $27liin, after-tax, representing expenses that wialde been
offset by increased revenues if the CPUC had isfinatidecisions in the Utility’'s Gas Transmissiand Storage Case and 2011 General Rate Case bidorh 31,
2011.

() During the three months ended March 31, 2011Utili#y incurred higher expenses of $18 milliorftea-tax, due to more severe winter storms as coetpt the
same period in 2010.

(4) During the three month period ended March 3102@G&E Corporation contributed $25 million to soppProposition 16 - The Taxpayers Right to Vote.Ac

(5) During the three months ended March 31, 2010Utili#y recorded a charge of $20 million triggerby the elimination of the tax deductibility of Miedre Part D
federal subsidies.

(6) During the three months ended March 31, 2011Utili#y incurred higher legal expenses, environtaénemediation expenses, and other operating aidtemance
expenses, partially offset by an increase in ragelearnings for electric transmission and sepprfateded projects, as compared to the same p&ri@610.

(7) Represents the impact of a higher number of shawestanding at March 31, 2011, compared to tieben of shares outstanding at March 31, 2010;Hhssno dollar
impact on earning

CAUTIONARY LANGUAGE REGARDING FORWARD-LOOKING STATE MENTS

This report contains forward-looking statements #ra necessarily subject to various risks and mtaiceies. These statements are based
on current estimates, expectations, and projectibosit future events and assumptions regarding tiesnts and management’s knowledge of
facts as of the date of this report. These forwacotting statements relate to, among other matéstimated capital expenditures; estimated
environmental remediation, tax, and other lialg$tiestimates and assumptions used in PG&E Coiposaand the Utilitys critical accountin
policies; the anticipated outcome of various reguiga governmental, and legal proceedings; estithktgses and insurance recoveries
associated with the San Bruno accident; estimaitndd cash flows; and the level of future equitydebt issuances. These statements are also
identified by words such as “assume,” “expect,téind,” “plan,” “project,” “believe,” “estimate,” ‘drget,” “predict,” “anticipate,” “aim,”

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

” o ” ”ou

« the Utility’s ability to efficiently manage capitakpenditures and its operating and maintenancenmgs within authorized levels and
timely recover its costs through rat

» the outcome of pending and future regulatory, lagige, or other proceedings or investigationsjuding the investigations by the NTSB
and CPUC into the cause of the San Bruno accidehtte safety of the Utility’s natural gas transsios pipelines in its northern and
central California service territory; the CPUC istigation of the Rancho Cordova accident; whetherdtility incurs civil or criminal
penalties as a result of these proceedings; whétkdustility is required to incur additional costs third-
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party liability claims or to comply with regulatoor legislative mandates that the Utility is unatdl@ecover through rates or insurance;
whether the Utility incurs third-party liabilities other costs in connection with service disrupdithat may occur as the Utility complies
with regulatory orders to decrease pressure inatgral gas transmission syste

» reputational harm that PG&E Corporation and thditytinay suffer depending on the outcome of théouss investigations, including thc
by the NTSB and the CPUC, the outcome of civigltion, and the extent to which civil or criminabpeedings may be pursued by
regulatory or governmental agenci

» the adequacy and price of electricity and natuasl gupplies the extent to which the Utility can agaand respond to the volatility of
electricity and natural gas prices, and the abdiftyhe Utility and its counterparties to post eturn collateral

» explosions, fires, accidents, mechanical breakdotesdisruption of information technology and syss, human errors, and similar e
that may occur while operating and maintaining lacteic and natural gas system in a large senénitdry with varying geographic
conditions that can cause unplanned outages, rephrerating output, damage the Utility’s assetsparations, subject the Utility to third-
party claims for property damage or personal injoryresult in the imposition of civil, criminaly segulatory fines or penalties on the
Utility;

» the impact of storms, earthquakes, floods, drougihdfires, disease, and similar natural disasterscts of terrorism or vandalism, that
affect customer demand or that damage or disr@ptatilities, operations, or information technolagyd systems owned by the Utility, its
customers, or third parties on which the Utilityies;

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

» changes in customer demand for electricity (“loaafiyl natural gas resulting from unanticipated pajgh growth or decline, general
economic and financial market conditions, changesdéhnology that include the development of aliéue technologies that enable
customers to increase their reliance on-generation, or other reasol

» the occurrence of unplanned outages at the Us two nuclear generating units at Diablo Canyoeatailability of nuclear fuel, tr
outcome of seismic studies the Utility is condugtin the area near Diablo Canyon that could atteetUtility’s ability to operate Diablo
Canyon or renew the operating licenses for Diatday©n, and the ability of the Utility to procurgtacement electricity if nuclear
generation from Diablo Canyon were unavaila

 the impact that the recent earthquake and tsumad@pan may have on the Ultility’s ability to connits nuclear operations at Diablo
Canyon or to renew the operating licenses for Di&kAnyon as a result of new legislation that magdepted, or new orders or regulati
that may be issued by the NRC or environmental éigsrwith respect to the operations, decommissgritorage of spent nuclear fuel,
security, safety, cooling water intake, or othetttara associated with the operations at Diablo Gar

» whether the Utility earns incentive revenues ouimsmbligations under incentive ratemaking mechasjsuch as the CPUs incentive
ratemaking mechanism relating to energy savinggael through implementation of the utilit customer energy efficiency progran

» the impact of federal or state laws or regulatiamgheir interpretation, on energy policy and tlgulation of utilities and their holdir
companies

» whether the Utility can successfully complete itsgram to install advanced meters for its ele@rid natural gas customers, al
customer concerns about the new metering technplogyintegrate the new meters with its custoniéngpiand other systems while also
implementing the system design changes necessacctommodate retail electric rates based on dynpriging (i.e., electric rates that c
vary with the custom’s time of use and are more closely aligned withledede electricity prices

» how the CPUC interprets and enforces the finarasidl other conditions imposed on PG&E Corporatioemit became the Utility’s
holding company and the extent to which the intetgdion or enforcement of these conditions hastemahimpact on PG&E Corporatio

» the extent to which PG&E Corporation or the Utilitgurs costs in connection with third-party claiorditigation, that are not recoverable
through insurance, rates, or from other third par
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« the ability of PG&E Corporation, the Utility, andunterparties to access capital markets and otheceas of credit in a timely manner
acceptable term:

+ the impact of environmental laws and regulatiordresssing the reduction of carbon dioxide and offteenhouse gase‘GHG"), water,
the remediation of hazardous waste, and other rsatiad whether the Utility is able to recover tbats of compliance with such laws,
including the cost of emission allowances and eéfsieat the Utility may incur under federal or staaip and trade regulatior

» the loss of customers due to various forms of byjasl competition, including municipalization oétbltility’s electric distribution
facilities, increasing levels of “direct access”wliich consumers procure electricity from altenwatnergy providers, and implementation
of “community choice aggregation,” which permitSes and counties to purchase and sell electroityheir local residents and
businesses; ar

» the outcome of federal or state tax audits andntipact of changes in federal or state tax lawscjgd, or regulations, such as The -
Relief, Unemployment Insurance Reauthorization, dotdl Creation Act of 2010 (tt“ Tax Relief Ac”).

For more information about the significant riskattbould affect the outcome of these forward-loglstatements and PG&E
Corporation’s and the Utility’s future financial mdition and results of operations, see the seeititled “Risk Factors” in the 2010 Annual
Report and Item 1.A. Risk Factors, below. PG&E @oagion and the Utility do not undertake an obligato update forward-looking
statements, whether in response to new informatitare events, or otherwise.
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RESULTS OF OPERATIONS

The table below details certain items from the agganying Condensed Consolidated Statements of leadonthe three months enc
March 31, 2011 and 2010:

Three Months ended March 31

(in millions) 2011 2010
Utility
Electric operating revenu $2,616 $2,510
Natural gas operating revent 980 965
Total operating revenu 3,596 3,475
Cost of electricity 888 920
Cost of natural ge 508 495
Operating and maintenan 1,226 990
Depreciation, amortization, and decommissior 490 451
Total operating expens 3,112 2,856
Operating incom 484 619
Interest incom 2 2
Interest expens (171) (156)
Other income (expense), 17 (6)
Income before income tax 332 459
Income tax provisio 131 195
Net Income 201 264
Preferred stock dividend requirem: 3 3
Income available for common sto %198 __ $261
PG&E Corporation, Eliminations, and Other @)
Operating revenue $1 $-
Operating expenst 1 1
Operating los - (@D
Interest incom - -
Interest expens (6) (12)
Other expense, n - -
Loss before income tax (6) (23)
Income tax benef I ) (o
Net (loss) gai $1 $3)
Consolidated Total
Operating revenue $ 3,597 $ 3,475
Operating expenst 3,113 2,857
Operating incom 484 618
Interest incom 2 2
Interest expens a77) (168)
Other income (expense), t 17 (6)
Income before income tax 326 446
Income tax provisio 124 185
Net Income 202 261
Preferred stock dividend requirement of subsjd 3 3
Income available for common shareholc $199 $ 258

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

The following presents the Utility’s operating réisuor the three months ended March 31, 2011 &id) 2These operating results do
not reflect the increase in revenues that is exgokirt occur upon authorization of the 2011 GRCheyG@PUC. Revenues will be adjusted
retroactively once a final decision is approvedtfer 2011 GRC. Revenues will also be retroactieglysted during the second quarter of 2011
as a result of the CPUC's final decision in the REIT&S rate case which authorizes an increaseeitutility’s natural gas transmission and
storage revenues effective as of January 1, 2@Ek (Regulatory Matters” below.)

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 athtg customers to recover the cost of electricymement, public purpose, energy efficiency,
and demand response programs. The Utility provédiestricity to residential, industrial, agricultrand small and large commercial customers
through its own generation facilities and throughvpr purchase agreements with third parties. litiatd a portion of the Utility’s customers’
load is satisfied by electricity provided underdeterm contracts between the California DepartnoéiWater Resources (“DWR”) and various
power suppliers. The commodity costs and associateghues to recover the costs allocated to tHey iy the DWR are not included in the
Condensed Consolidated Statements of Income.

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

Three months endec

March 31,
(in millions) 2011 2010
Revenues excluding pi-through cost: $1,523 $1,443
Revenues for recovery of pas-through cost: 1,093 1,067
Total electric operating revenues $2,616 $ 2,510

The Utility’s total electric operating revenues;liding revenues intended to recover costs thgpassed through to customers,
increased by $106 million, or 4%, in the three rherended March 31, 2011, as compared to the sarioel i@ 2010. Costs that are passed
through to customers and do not impact net incoraeeased by $26 million, primarily due to increaisethe cost of public purpose programs
and pension contributions which were partially effsy decreases in the cost of electricity procemm(See “Cost of Electricity” below.)
Electric operating revenues, excluding costs patsedgh to customers, increased by $80 millioris Tdas primarily due to increases in
authorized rate base for separately funded proggadsan increase in electric transmission reveasesithorized by the FERC in an electric
transmission owner (“TO”) rate case.

The Utility’s future electric operating revenueg axpected to be impacted by the CPUC’s authodeetsion in the 2011 GRC and
the FERC in other TO rate cases. (See “Regulatatitevs” below.) The Utility also expects to contrtio collect revenue requirements outside
of the GRC that are related to capital expendittirashave already been approved by the CPUC onthg be approved by the CPUC in the
future. Finally, the Utility may earn incentive Bawes under the existing energy efficiency ratengpkiechanism.

Cost of Electricity

The Utility’s cost of electricity includes costs to purchasegydrom third parties, certain transmission cotts,cost of fuel used in |
own generation facilities, the cost of fuel supglie other facilities under tolling agreements agalized gains and losses on price risk
management activities. (See Note 7 of the Notése¢dCondensed Consolidated Financial Statemertte.)JJTility’s cost of electricity is passed
through to customers. The Ultility’s cost of eledityi excludes non-fuel costs associated with opegahe Utility’s own generation facilities,
which are included in operating and maintenanceesg in the Condensed Consolidated Statementsaiin
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The following table provides a summary of the WtiB cost of electricity and the total amount anérage cost of purchased power:

Three months endec

March 31,
(in millions) 2011 2010
Cost of purchased pow $821 $ 842
Fuel used in own generation faciliti 67 78
Total cost of electricity $ 888 $920
Average cost of purchased power per k@ $0.094 $0.083
Total purchased power (in kW 8,779 10,117

(@) Kilowatt-hour

The Utility’s total cost of electricity decreaseg $32 million, or 3%, in the three months ended dhaB1, 2011 as compared to the
same period in 2010. This was caused by decreasks volume of purchased power and the cost dfused in the Utility’s own generation
facilities. The volume of purchased power is dribgncustomer demand, the availability of the Uti§town electricity generation, and the cost-
effectiveness of each source of electricity.

Various factors will affect the Utility’s future sbof electricity, including the market prices fectricity and natural gas, the
availability of Utility-owned generation, and chasgin customer demand. Additionally, the cost et&lcity is expected to be impacted by the
higher cost of procuring renewable energy as tliliyUhcreases the amount of its renewable enelgjjveries to comply with current and
future California law and regulatory requirementse Utility expects that it will be able to contmpassing through the costs of its renewable
energy purchase commitments to customers. (SedrtdEmental Matters” below.)

The Utility’s future cost of electricity also wille affected by federal or state legislation orsuleat may be adopted to regulate GHG
emissions. (See “Environmental Matters” below.)

Natural Gas Operating Revenug

The Utility sells natural gas and natural gas tpantation services. The Utility transports gas tigioout its service territory, both by
using its distribution system to deliver to end-ugstomers, as well as to large arsk customers who are connected directly to tmsitnéssio
system. In addition, the Utility delivers naturalsgto off-system markets, primarily in southernif@atia.

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

Three months endec

March 31,
(in millions) 2011 2010
Revenues excluding pi-through cost: $404 $414
Revenues for recovery of pas-through cost: 576 551
Total natural gas operating revenue: $ 980 $ 965

The Utility’s natural gas operating revenues, idahg revenues intended to recover costs that asepathrough to customers,
increased by $15 million, or 2%, in the three msrehded March 31, 2011 as compared to the samadper2010. This reflects a $25 million
increase in the costs which are passed throughstomers and do not impact net income, primarily ttuan increase in the costs of natural
procurement, public purpose programs, and pensiotributions. Natural gas operating revenues, eholycosts passed through to customers,
decreased by $10 million, primarily due to a deseeia natural gas storage revenues.

The CPUC'’s final decision in the 2011 GT&S rateecpeovides for an overall increase in the revemggirements and rates for the
Utility’s gas transmission and storage service2fait1 through 2014. Natural gas operating revealssswill be impacted by the CPUC’s
expected decision in the 2011 GRC. (See “Regulditatters” below.) Additionally, the Utility may emiincentive revenues under the existing
energy efficiency ratemaking mechanism. (See “Reguy Matters” below.)
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Cost of Natural Gas

The Utility’s cost of natural gas includes the fhase costs of natural gas, transportation cosisterstate pipelines, and gas storage
costs, but excludes the transportation costs oastate pipelines for core and non-core customérich are included in operating and
maintenance expense in the Condensed Consolidatshtents of Income. The Utility’s cost of natuyak also includes realized gains and
losses on price risk management activities. (Sete N@f the Notes to the Condensed Consolidatean€ial Statements.)

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

Three months ended

March 31,
(in millions) 2011 2010
Cost of natural gas sc $ 461 $ 444
Transportation cost of natural gas s 47 51
Total cost of natural gas $ 508 $ 495
Average cost per M@ of natural gas sol $4.52 $ 4.67
Total natural gas sold (in millions of Mc 102 95

(1) One thousand cubic fe

The Utility’s total cost of natural gas increasgd®#i3 million, or 3%, in the three months ended déhaB1, 2011 as compared to the
same period in 2010. The increase was primarilytduke absence in 2011 of the $49 million theitytileceived in the first quarter of 2010 to
be refunded to customers as part of a litigatidtieseent arising from the manipulation of the natigas market by third parties during 1999
through 2002. The increase resulting from the exsitint was partially offset by a decrease in pronere costs due to decreases in the average
market price of natural gas purchased.

The Utility’s future cost of natural gas will befafted by the market price of natural gas and chsug customer demand. In addition,
the Utility’s future cost of natural gas may beeated by federal or state legislation or rulesegutate the GHG emissions from the Utility’s
natural gas transportation and distribution faeflitand from natural gas consumed by the Utilicyistomers.

Operating and Maintenance

Operating and maintenance expenses consist mditig dJtility’s costs to operate and maintain its electricity maudiral gas facilitie
customer billing and service expenses, the cogtibfic purpose programs, and administrative aneégegrexpenses.

The Utility's operating and maintenance expensad(iing costs passed through to customers) inedelag $236 million, or 24%, in
the three months ended March 31, 2011, as compaitbe same period in 2010. Increases in pass-ghroasts include a $23 million increase
in pension plan contributions and a $52 millionrease in the cost of public purpose programs dam tocrease in the level of program
spending. Excluding costs passed through to custroperating and maintenance expenses increasgteldymillion, primarily due to costs
$51 million that the Utility incurred to comply itCPUC orders and NTSB recommendations that hase issued in connection with the
investigation of the San Bruno accident (see “Nat@as Pipeline Matters” below), $31 million in hey costs related to more severe winter
storms in 2011, and increases in other expensdsding legal, regulatory, and environmental items.

The Utility currently estimates that it will incimcremental costs associated with its natural gasmission business ranging from
$350 million to $550 million in 2011, including dsso complete its review and validation of pipelmecords, to perform pressure tests and
other tests on portions of its natural gas transimissystem, to respond to regulatory proceediags to perform other activities related to the
safety of its gas pipeline system. These cost asisncould change depending on a number of fadtmisding the outcome of the regulatory
proceedings and investigations discussed belowruidgural Gas Pipeline Matters” and new state faulgral laws that may be adopted.
PG&E Corporation and the Utility are uncertain whattion of the costs the Utility may incur to resi to orders, recommendations, or new
legislative requirements, would be recoverableublorates and the timing of any such recovery.

Future operating and maintenance expenses alsd®enaffected by the amount of third party liabilibe Utility incurs as a result of t
San Bruno accident as well as by the amount osfthe CPUC may impose on the Utility in connectioth the pending investigations
discussed below. (See “Natural Gas Pipeline Mdtterlow and Note 10 of the Notes to the CondenseasGlidated Financial Statements.) If
the CPUC determines in the investigations discubséalv that the Utility violated laws, rules, regtibns or orders, the CPUC may impose
fines or penalties on the Utility, which may be erél.
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Depreciation, Amortization, and Decommissionit

The Utility’s depreciation and amortization expensasists of depreciation and amortization on pdantt regulatory assets, and
decommissioning expenses associated with fossihantbar decommissioning. The Utility’s depreciatiamortization, and decommissioning
expenses increased by $39 million, or 9%, in theeimonths ended March 31, 2011, as compared &athe period in 2010, primarily due to
an increase in authorized capital additions.

The Utility’s depreciation expense for future peilsds expected to increase as a result of an dwecatase in capital expenditures and
implementation of depreciation rates authorizedheyCPUC. Depreciation expense in subsequent yathise determined based on rates to be
set by the CPUC in the 2011 GRC and by the FERGture TO rate cases.

Interest Income

The Utility’s interest income increased by lesat§a million in the three months ended March 31,12@&s compared to the same
period in 2010, due to fluctuations in various Hegary balancing accounts.

The Utility’s interest income in future periods Wk primarily affected by changes in the balanfciiods held in escrow pending
resolution of the Chapter 11 disputed claims, clkang regulatory balancing accounts, and changiegerest rates. (See Note 9 of the Notes to
the Condensed Consolidated Financial Statements.)

Interest Expenst

The Utility's interest expense increased by $13iam| or 10%, in the three months ended March 31,12 as compared to the same
period in 2010. The increase resulted from hightarest costs due to an increase in outstandirigraseotes and was partially offset by a
decrease in the outstanding balance of the enerpywery bonds (“ERBs”). (See Note 4 of the Noteth&éoCondensed Consolidated Financial
Statements.)

The Utility’s interest expense in future perioddlwe impacted by changes in interest rates, changthe liability for Chapter 11
disputed claims, changes in regulatory balancimgaats and regulatory assets, and changes in therdaraf debt outstanding as long-term
debt matures and additional long-term debt is ds(fsee Note 9 of the Notes to the Condensed Cidasedl Financial Statements and
“Liquidity and Financial Resources” below.)

Other Income, Net

The Utility’s other income, net increased by $23iom in the three months ended March 31, 201kampared to the same period in
2010. The increase was primarily due to a $25 onillecrease in other expenses as a result oftbeststility incurred in 2010 to support a
California ballot initiative that appeared on thumd 2010 ballot, with no similar activity in theroent year. This expense was partially offset by
an $8 million decrease in allowance for equity feimded during construction due to lower averagearioals of construction work in progress.

Income Tax Provisior

The Utility’s income tax provision decreased by $6dlion, or 33%, in the three months ended Marth2011, as compared to the
same period in 2010. The effective tax rates w8eé and 42% for 2011 and 2010, respectively. Thectffe tax rate decreased in the three
months ended March 31, 2011, as compared to the panod in 2010 when the Utility incurred non tieductible lobbying expenses
associated with a ballot initiative and reversefitferred tax asset that had previously been reddodeeflect the future tax benefits attributable
to the Medicare Part D subsidy after 2012, whick eliminated as part of the federal healthcareslation passed during 2010.

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

PG&E Corporation’s revenues consist mainly of bd to its affiliates for services rendered, altiich are eliminated in
consolidation. PG&E Corporation’s operating expsnsansist mainly of employee compensation and paisrte 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’sargst expense relates to its 5.8% Senior Notesisamat allocated to affiliates.

44



Table of Contents

There were no material changes to PG&E Corporaioperating income in the three months ended Mat¢l2011, as compared to
the same period in 2010.

LIQUIDITY AND FINANCIAL RESOURCES
Overview

The Utility’s ability to fund operations depends the levels of its operating cash flows and actesse capital and credit markets.
The levels of the Utility’s operating cash and $tterm debt fluctuate as a result of seasonal &satinatural gas, volatility in energy
commodity costs, collateral requirements relateprice risk management activity, the timing and antof tax payments or refunds, and the
timing and effect of regulatory decisions and ficiags, among other factors. The Utility generalijizes equity contributions from PG&E
Corporation and long-term senior unsecured debaisses to fund debt maturities and capital exparelitand to maintain its CPU&Lrhorizec
capital structure. The Utility relies on sheetm debt, including commercial paper, to fund terapy financing needs. The CPUC authorize:
aggregate amount of long-term debt and short-texpt that the Utility may issue and authorizes thiétiJto recover its related debt financing
costs. The Utility has short-term borrowing authodf $4.0 billion, including $500 million that iestricted to certain contingencies.

PG&E Corporation’s ability to fund operations, maaneduled principal and interest payments, furilityJéquity contributions as
needed for the Utility to maintain its CPUC-autlzed capital structure, fund tax equity investmeans] pay dividends primarily depends on
the level of cash distributions received from thdity and PG&E Corporation’s access to the capatiadl credit markets.

Credit Facilities

The following table summarizes PG&E Corporatiomsl ghe Utility’s revolving credit facilities at Mah 31, 2011:

Commercial
Letters of
Termination Credit Cash Paper
(in millions) Date Facility Limit Outstanding Borrowings Backup Availability
PG&E Corporatior February 201 $ 18W $ - $- $ - $ 18
Utility February 201 1,94(@ 315 - 1,01¢ 60€
Utility February 201 75(® N/A - - 75C
Total credit facilities $2,87 $ 315 $- $1,01¢ $ 1,54!

@) Includes an $87 million sublimit for letters akdit and a $100 million commitment for “swinglinksans, defined as loans that are made availablesame-day basis and are
repayable in full within 30 days.

(@) Includes a $921 million sublimit for letters akdit and a $200 million commitment for swinglimhs.

®) Includes a $75 million commitment for swinglireahs.

For the three months ended March 31, 2011, theageesutstanding commercial paper balance was $186mand the maximum
outstanding balance during the quarter was $1liBmilThere were no cash borrowings on the revgliwredit facilities in the three months
ended March 31, 2011.

PG&E Corporation’s and the Utility’s credit agreamsecontain covenants that are usual and custofaacyedit facilities of this type,
including covenants limiting liens, mergers, subttd asset sales, and other fundamental changek.tBe $750 million and the $1.9 hillion
revolving credit facilities require that the Utjlinaintain a ratio of total consolidated debt ttat@onsolidated capitalization of at most 65% as
of the end of each fiscal quarter. In addition, $887 million revolving credit facility agreememquires that PG&E Corporation must own,
directly or indirectly, at least 80% of the comnsginck and at least 70% of the voting capital stofcthe Utility.

At March 31, 2011, PG&E Corporation and the Utilitgre in compliance with all covenants under eddherevolving credit
facilities listed in the table above.
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2011 Financings

During the three months ended March 31, 2011, P@&Eporation issued 2,032,223 shares of common stpok the exercise of
employee stock options and under its 401(k) plah@ividend Reinvestment and Stock Purchase Plargrgéng $82 million of cash.

During the three months ended March 31, 2011, tiléyreceived cash contributions of $65 millioron PG&E Corporation to
ensure that the Utility had adequate capital tontad the 52% common equity ratio authorized byGirJC.

Future Financing Needs
The amount and timing of the Utility’s future fingings will depend on various factors, including:
» the amount of cash internally generated througimabbusiness operatior
 the timing and amount of forecasted capital expgenes authorized by the CPU

 the timing of the resolution of the Chapter 11 disgl claims and the amount of interest on thesmsléhat the Utility will be required t
pay;

 the timing and amount of payments made to thirdiggmim connection with the San Bruno accident, thiedtiming and amount of relat
insurance recoverie

» the timing and amount of payments related to dostsrred to comply with CPUC orders and NTSB recandations that have be
issued in connection with the San Bruno accidezg“ Operating and Maintenar” above anc¢Natural Gas Pipeline Matte” below);

» the amount of future tax payments (see the disonssithe Tax Relief Act below und“Utility — Operating Activitie”); and

+ the conditions in the capital markets, and othetois. (See Notes 9 and 10 of the Notes to the @wet Consolidated Financial
Statements.

PG&E Corporatiors future financing needs depend primarily on thertg and amount of contributions made to the Wtiiit maintair
the Utility’s 52% common equity ratio authorized thye CPUC. PG&E Corporation anticipates issuingtgdn the future to meet the Utility’s
additional equity needs as it performs pipelin@safelated work (see “Natural Gas Pipeline Ma#tersipact on Operations” below). PG&E
Corporation also may issue debt or equity in theriuto fund future tax equity investments to tktest that internally generated funds are not
sufficient. (See “PG&E Corporation” below).

PG&E Corporation and the Utility have had continaedess to the capital markets on reasonable tmchsontinue to believe that the
Utility’s cash flows from operations, existing soas of liquidity, and future financings will prodddequate resources to fund operating
activities, meet anticipated obligations, make pagts to third parties related to the San Brunodeeitj make payments related to costs
incurred to comply with CPUC orders and NTSB recamndations, and finance future capital expenditaresinvestments.

Dividends

The following table summarizes PG&E Corporatiomsl dhe Utility’s dividends paid during the three mtius ended March 31, 2011:

(in millions)
PG&E Corporation
Common stock dividends pa $174
Utility
Common stock dividends pa $17¢
Preferred stock dividends pe 4
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On February 16, 2011, the Board of Directors of B38orporation declared a dividend of $0.455 pereshataling $181 million, of
which $175 million was paid on April 15, 2011, teeseholders of record on March 31, 2011. The reimgi$i6é million was reinvested in the
Dividend Reinvestment and Stock Purchase Plan.

On February 16, 2011, the Board of Directors oflhiity declared a dividend totaling $3 million dts outstanding series of preferred
stock, payable on May 15, 2011, to shareholdersadrd on April 29, 2011.

Utility
Operating Activities

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

The Utility’s cash flows from operating activitiésr the three months ended March 31, 2011 and 2&t@ as follows:

Three Months Ended

March 31,

(in millions) 2011 2010
Net income $ 201 $ 264
Adjustments to reconcile net income to net cashigded by operating activitie

Depreciation, amortization, and decommissior 534 491
Allowance for equity funds used during constrog (20) (28)
Deferred income taxes and tax credits, 99 138
Other (15) 26
Effect of changes in operating assets and liadsli
Accounts receivabl 69 114
Inventories 65 59
Accounts payabl 190 94
Income taxes receivable/paya 34 77
Other current assets and liabilit (196) (325)
Regulatory assets, liabilities, and balancingpaots, ne (20) (376)
Other noncurrent assets and liabilit 144 (126)
Net cash provided by operating activitie: $ 1,095 $ 408

In the three months ended March 31, 2011, net pashded by operating activities increased by $68lfion compared to the same
period in 2010 primarily due to a decrease of $32lion in net collateral paid by the Utility reled to price risk management activities.
Collateral payables and receivables are includedhiar changes in noncurrent assets and liabibtiesother current assets and liabilities. The
remaining changes in cash flows from operatingvéies consisted of fluctuations in activities witithe normal course of business such as
power purchases and customer billings.

On December 17, 2010, the Tax Relief Act was signexlaw, allowing qualified property placed irgervice after September 8,
2010, and before January 1, 2012, to be eligibld®% bonus depreciation for tax purposes andavailp qualified property placed into
service in 2012 to be eligible for 50% bonus dejattean for tax purposes. As a result, the Utiligpects that it will not make a federal tax
payment in 2011. The Utility also expects thaRiid 2 federal tax payment will be reduced dependimthe amount and timing of the Utility’s
qualifying capital additions. (See “Regulatory Matt— CPUC Resolution Regarding the Tax Relief Aefow.)

Additionally, there is uncertainty around the tigiand amount of payments to be made to third airtieonnection with the San
Bruno accident, the timing and amount of relatesitance recoveries, any penalties that may besseshesosts associated with related
investigations, and costs associated with char@piptline management and operations.
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Investing Activities

The Utility’s investing activities consist of consttion of new and replacement facilities necessaeliver safe and reliable
electricity and natural gas services to its custsm@ash used in investing activities depends pilynapon the amount and timing of the
Utility’s capital expenditures, which can be affsttoy many factors, including the timing of regafgttapprovals and the occurrence of storms
and other events causing outages or damages btitity's infrastructure. Cash used in investingiaities also includes the proceeds from
sales of nuclear decommissioning trust investmiamgely offset by the amount of cash used to pwsehew nuclear decommissioning trust
investments.

The Utility’s cash flows from investing activitiésr the three months ended March 31, 2011 and 2&%6 as follows:

Three Months Ended

March 31,

(in millions) 2011 2010
Capital expenditure $ (945) $ (855)
Decrease in restricted ce 132 4
Proceeds from sales and maturities of nucleasrdatssioning trust investmer 726 337
Purchases of nuclear decommissioning trust invests (735) (343)
Other 7 5

Net cash used in investing activitie $ (815) $ (852)

Net cash used in investing activities decrease®3symillion in the three months ended March 31,226dmpared to the same period
in 2010. This decrease was primarily due to $128amiin restricted cash that was released fromm@sgdn 2011 for settled or withdrawn
Chapter 11 disputed claims with no similar reldas2010. This decrease was partially offset byremdase in capital expenditures due to the
timing of payments.

Future cash flows used in investing activitieslargely dependent on the timing and amount of eapkpenditures. (See “Capital
Expenditures” below for further discussion of exeelcspending and significant capital projects.)

Financing Activities
The Utility’s cash flows from financing activitider the three months ended March 31, 2011 and 2&t@ as follows:

Three Months Ended

March 31,

(in millions) 2011 2010
Net issuances of commercial paper, net of discofiil million in 2011 $ 415 $ 418
Lonc-term debt mature (500) -
Energy recovery bonds matur 97) (93)
Preferred stock dividends pe (4) (4)
Common stock dividends pe (179) (179)
Equity contributior 65 20
Other 21 8

Net cash provided by (used in) financing activiés $ (279) $170

In the three months ended March 31, 2011, netgsst in financing activities increased by $449ionllcompared to the same period
in 2010. Cash provided by or used in financingwétitis is driven by the Utility’s financing needshich depend on the level of cash provided
by or used in operating activities and the levetadgh provided by or used in investing activitiise Utility generally utilizes long-term senior
unsecured debt issuances and equity contributions PG&E Corporation to fund debt maturities angite expenditures and to maintain its
CPUC-authorized capital structure, and relies artsierm debt to fund temporary financing needs.

PG&E Corporation

As of March 31, 2011, PG&E Corporation’s affiliatead entered into four tax equity agreements with privately held companies to
fund residential and commercial retail solar enengyallations. Under these agreements, PG&E Catfmr agreed to provide lease payments
and investment contributions of up to $300 milltorthese companies in exchange for the right teivecthe benefits of local rebates, federal
investment tax credits or grants, and a shareeo€tistomer payments made to these
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companies. As of March 31, 2011, PG&E Corporatiad made total payments of $216 million under thageequity agreements. On April
2011, PG&E Corporation borrowed $75 million underdil87 million credit facility to fund the obligahs under the tax equity agreements.
April 28, 2011, PG&E Corporation increased its catnment under one of the existing tax equity agreetsby $98 million. Lease payments
and investment contributions are included in céshd from operating and investing activities, regpely, within the Condensed Consolida
Statements of Cash Flows.

In addition to the investments above, PG&E Corporalhad the following material cash flows on a dtafone basis for the three
months ended March 31, 2011 and 2010: dividend paysncommon stock issuance, and transactions eetR@&E Corporation and the
Utility.

CONTRACTUAL COMMITMENTS

PG&E Corporation and the Utility enter into contxeal commitments in connection with business ati#isi These future obligations
primarily relate to financing arrangements (suctoag-term debt, preferred stock, and certain foofnegulatory financing), purchases of
electricity and natural gas for customers, purcha$eéransportation capacity, purchases of renesvabérgy, and the purchase of fuel and
transportation to support the Utility’s generatamtivities. (Refer to the 2010 Annual Report, theuidity and Financial Resources” section
above and Notes 4 and 10 of the Notes to the CaedeGonsolidated Financial Statements.)

CAPITAL EXPENDITURES

Most of the Utility’s revenue requirements to reeoforecasted capital expenditures are authorizéide GRC, TO rate cases, and
GT&S rate cases. (See “Regulatory Matters” beldwg Utility also collects additional revenue regaients to recover capital expenditures
related to projects that have been specificallhauted by the CPUC, such as new power plantspgakectric distribution projects, and the
SmartMetef™ advanced metering infrastructure.

The Utility’s proposals for significant capital gects that have been submitted for CPUC approwatlecussed in the 2010 Annual
Report. The GT&S rate case reflects a negotiatpdata@xpenditure plan for 2011, 2012, 2013, anti26f $177 million, $202 million, $168
million, and $151 million, respectively. No othe@cent developments in authorized or proposed dapitgects have occurred since the 2010
Annual Report was filed.

OFF-BALANCE SHEET ARRANGEMENTS

PG&E Corporation and the Utility do not have anlestoff-balance sheet arrangements that have hadeaeasonably likely to have,
a current or future material effect on their fine@hcondition, changes in financial condition, raues or expenses, results of operations,
liquidity, capital expenditures, or capital resascother than those discussed in Note 2 (PG&Edatipn’s tax equity financing agreements)
and Note 10 (the Utility’s commodity purchase agneats) of the Notes to the Condensed ConsolidatezhEial Statements.

CONTINGENCIES

PG&E Corporation and the Utility have significamintingencies; including those related to Chaptedi$fiuted claims, claims arising
from the San Bruno accident, tax matters, legatema(including regulatory investigations), andiemvmental matters, which are discussed in
Notes 9 and 10 of the Notes to the Condensed Gdasadl Financial Statemen

NATURAL GAS PIPELINE MATTERS

Following the San Bruno accident on September 2026everal regulatory investigations and procegdirave been initiated
involving aspects of the Utility’s natural gas tsamssion operations, as discussed in the 2010 Aeyzort. The following proceedings are
currently pending:
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» The NTSB began its formal investigation of the 8anno accident on September 10, 2010. The NTSBsgansible for investigating tl
San Bruno accident, determining the probable cafifee pipeline rupture, and making recommendatton@event similar accidents from
occurring. The NTSB has issued several public stargs and reports regarding its investigation Hast not yet determined the cause o
pipeline rupture. The NTSB held fact-finding hegsrin Washington D.C. in early March. PG&E Corpmmatand the Utility are currently
unable to predict the outcome of the investigatiod when the NTSB will issue a final repc

» The CPUC appointed an independent review panedtioeg and review facts, make a technical assessvhém San Bruno accident and
root cause, and make recommendations for actichédZPUC to ensure such an accident is not repeHtedreport of the independent
review panel is expected in the second quarteDfz

» The CPUC also began an investigation of the Ra@drdova accident. S¢“Pending CPUC Investigatia” below.

» On February 24, 2011, the CPUC initiated a formaéstigation to determine whether the Ut’s gas transmission pipeline recordkeey
and its knowledge of its own gas transmission sysgrticularly the pipeline involved in the SaruBo accident, was deficient. See
“Pending CPUC Investigatic” below.

* On February 24, 2011, the CPUC also opened a rkiegn@roceeding in order to develop and adopt gafelated changes to its regulat
of natural gas transmission and distribution pipediin California. Se“CPUC Rulemaking Proceed” below.

In addition to the pending investigations and peatiegs, various civil lawsuits have been filed bgidents of San Bruno in California
state courts against PG&E Corporation and thetytiélated to the San Bruno accident. These lagsgiek compensation for personal injury
and property damage claims, damage to infrastrecaurd other damage claims. See “Pending Lawsuit<Céaims”below. Finally, each of th
Boards of Directors of PG&E Corporation and thditythas appointed a special review committee, cosegd solely of independent directors,
to review the circumstances surrounding the Sam®@accident, natural gas transmission and distabydractices used in the industry and by
the Utility, and such other matters as the committdeem appropriate. The committees’ reviews, wbdchmenced in late 2010, are expected
to be completed by the third quarter of 2011. PGBdfporation and the Utility are unable to predie butcome of the pending investigations,
regulatory proceedings, and legal matters assakiaith the San Bruno accident and the Utility’surat gas operations.

The Utility currently expects that it will incurraaterial amount of costs to comply with CPUC orderd NTSB recommendations
regarding the Utility’s natural gas operationssitincertain what portion of these costs, if ahg, Wtility will be able to recover through rates
and the timing of any such recovery. See “ImpacDperations” below.

Pending CPUC Investigations
Utility’s Facilities Records for its Natural Gas Pelines

On February 24, 2011, the CPUC issued an ordetutisy a formal investigation (“Oll") pertainingtsafety recordkeeping for the
Utility’s gas transmission pipeline that rupturediie San Bruno accident, as well as for its ega® transmission system. The CPUC stated
that in deciding to issue the Oll, it had reliedtba NTSB’s public preliminary reports issued imnection with its investigation of the San
Bruno accident, the NTSB'January 3, 2011 urgent safety recommendatiorsdig the importance of accurate pipeline recordslculating
maximum safe operating pressures, and other NT&Braents. After the NTSB has completed its invasitg and issued a final report, the
CPUC also will consider other possible violatiofisaov, besides recordkeeping, associated with tti@ys transmission lines and with Line
132 in particular.

The first phase of the CPUC'’s investigation willlmited to (1) whether the Utility’s gas transmiss pipeline recordkeeping and its
knowledge of its own transmission gas system (angarticular, the San Bruno pipeline) was defiti@nd unsafe, and (2) whether the Utility
thereby violated applicable law and safety stangldrdparticular, this phase will determine, amotiger matters, whether the San Bruno
tragedy would have been preventable by the exeofisafe procedures and/or accurate and effectistenical recordkeeping in compliance
with the law. The CPUC will consider whether thélityts approach to recordkeeping stems from cogpetlevel management policies and
practices and, if so, whether those managementigea@and policies contributed to recordkeepindations that adversely affected safety.
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On April 18, 2011, the Utility provided informatidn the CPUC about the regulatory history appliedblgas transmission and
recordkeeping practices, the records related t&#reBruno accident, and other information as theby the CPUC.

By June 18, 2011, the Utility must provide the CPWIith additional information including informaticabout the Utility’s
recordkeeping policies and practices, actions ttiliyuhas taken since 1955 to promote safety ergds transmission pipeline system, and
safety risk assessments.

If the CPUC determines that the Ultility violatedesst law standards with respect to its gas sysesondkeeping, the CPUC will
schedule a later phase or phases to determine erhgghalties are warranted, and if so the amoustid penalties.

Rancho Cordova Accider

Additionally, the CPUC'’s investigation of the RandBordova accident is pending. On February 17, 20tLUtility submitted its
report to the CPUC to provide extensive informatiivom as far back as January 1, 2000, about thigytdt natural gas operating and
maintenance practices and procedures. The Utiligpert agrees with the NTSB’s conclusions aboetptobable cause of the accident and
explains what process improvements the Utility imasle to prevent a similar accident in the fututee TPUC has scheduled an evidentiary
hearing in mid-July.

If the CPUC determines that the Utility violatecpipable laws in connection with the San Bruno anBho Cordova accidents, the
CPUC could impose penalties of up to $20,000 pgr per violation, which, in the aggregate, coul#dna material adverse impact on PG&E
Corporation’s and the Utility’s financial conditipresults of operations, and cash flows. (See Notef the Notes to the Condensed
Consolidated Financial Statements.) In additiow, émforcement authorities could begin proceedihgs ¢ould result in the imposition of civil
or criminal fines or penalties on the Utility. PG&Ebrporation and the Utility are unable to predia ultimate outcome of the investigations
discussed above or whether additional investigat@rproceedings will be instituted.

CPUC Rulemaking Proceeding

On February 24, 2011, the CPUC opened a rulemgkioceeding in order to develop and adopt safegtedichanges to its regulation
of natural gas transmission and distribution pipedi including requirements for construction, egdlgcshut-off valves, maintenance,
inspections, operation, record retention, raten@kamd the application of penalties. Among othgectives, the CPUC stated that it intends to
use the proceeding to:

 provide the public with the expert recommendatiohthe independent review panel appointed by thedCB conduct an investigation
into the San Bruno accidetr

» consider ways that the CPUC can undertake a corepséle risk assessment for all natural gas pipeliagulated by the CPU!

 consider available options for the CPUC to betlignaratemaking policies, practices, and incentiteslevate safety considerations, i
maintain utility management focus on *nuts and bol” details of prudent utility operations; a

» consider whether additional whistleblower proteati@are needei

On March 15, 2011, the Utility submitted a repartésponse to the CPUC’s order to (1) search thigytdtrecords for all as-built
drawings, alignment sheets, and specifications,adindesign, construction, inspection, testing, mtexiance, and other related records, relating
to pipeline system components (such as pipe segmelves, fittings, and weld seams) for all of thdity’s natural gas transmission pipelines
located in class 3 and class 4 locations and &las=l class 2 high consequence areas (“H@#&) have not been subject to hydrostatic pre
testing to determine the pipeline’s maximum alloleatperating pressure (“MAOP”) and (2) use the tedaecords to determine the MAOP of
these pipelines, based on the weakest sectioregdigieline or component. (The CPUC's order wasiwgity issued on January 3, 2011
following the NTSB’s urgent safety recommendatioggarding the importance of accurate pipeline @sar calculating maximum safe
operating pressures.) The Utility reported thétit been able to locate complete or partial recofgsessure tests for approximately 1,200
miles of the 1,805 miles of pipelines, includinpglines whose MAOP was not required to be estadadishrough pressure-testing by state or
federal regulations.

On March 24, 2011, the CPUC issued an order to stamse (“OSC”) why the Utility should not be pematl for failing to present
evidence that it “aggressively and diligently séad’ its records. On April 11, 2011, the CPUC haldl arguments related to a proposed
stipulation between the CPUC’s Consumer Protectith Safety Division (“CPSD”) and the Utility to mge the OSC by establishing a
detailed compliance plan including specific miless for the Utility to meet as it completes itsorels review and MAOP validation. The plan
would require the Utility to (1) complete any adilital record collection for 705 miles of pipelireat do
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not have pressure test records and (2) validatM&®P based on the records, by August 31, 2011.pfbposed compliance plan is based on
an MAOP validation methodology that would suppletrsgrecific documentation with an engineering aralyesxcavation and field testing, and
assumptions about certain pipeline components, asidittings and elbows, based on the materialiBpations at the time those materials were
procured. On April 26, 2011, the CPSD notified thdity that the proposed methodology was not sidiint and that it believes the CPUC
should require pressure testing or pipe replacembatever assumptions would be used in the Uliidlidation efforts. If the CPUC concurs
with the CPSD, the Utility believes that the propdsompliance plan should be revised based on aloeger-term strategy for pressure
testing and pipeline replacement.

Under the proposed stipulation the Utility would/gapenalty of $3 million. If there is an unexcugaiure by the Utility to meet any
of the milestones, the Utility would be requiredpty additional penalties, up to $3 million, as @RUC determines. The penalties would not
be recoverable through rates. The proposed stipaldbes not constitute an admission by the Utditany fact alleged in the OSC or of any
non-compliance or other violation of any ordergrukegulation or law. PG&E Corporation and the itytiare unable to predict whether the
CPUC will approve the proposed stipulation.

By the end of June 2011, the Utility plans to suliteiPipeline 2020 program of initiatives, firstreounced in October 2010, to the
CPUC for consideration in the rulemaking proceediffgough the program, the Utility intends to waevith regulators and industry experts to
strengthen the natural gas system over the nexidéed he program would focus on the modernizatfaritical pipeline infrastructure, the use
of automatic or remotely operated shut-off valihe,development of industry-leading best practiaes, enhancing public safety. On
December 1, 2010, the Utility requested the CPUgetmnit the Utility to establish a memorandum aet@o the Utility can track costs
incurred under the program for possible future vecyp through rates. On April 4, 2011, a draft resioh was issued which, if adopted by the
CPUC, would deny the Utility’s request to establise memorandum account. Instead, the resolutiopgses to allow the Utility to seek
approval of the memorandum account in the rulengagitoceeding. The CPUC has indicated that the ralkémg process will be the vehicle for
addressing ratemaking and cost recovery for this¢osurred by all the California gas utilitiesdcomply with and meet the new standards.

The CPUC will hold public hearings and conduct e-pearing conference by the end of the secondequafr011. After the pre-
hearing conference, a ruling will be issued tormethe scope of the proceeding and set a procestthratule.

Pending Lawsuits and Other Claims

In addition to the pending investigations and peatiegs discussed above, as of March 31, 2011, r7{atesuits on behalf of
approximately 224 plaintiffs, including two clasgian lawsuits, have been filed against PG&E Caoafion and the Utility. Five of the lawsuits
on behalf of 11 plaintiffs were filed in the SaraRcisco County Superior Court; the rest were file8an Mateo County Superior Court. These
tort lawsuits seek compensation for personal inaurgt property damage and seek other relief. Thes @ation lawsuits allege causes of action
for strict liability, negligence, public nuisanqajvate nuisance, and declaratory relief. Sevettadoresidents of San Bruno also have submitted
damage claims to the Utility. Another lawsuit wéed in San Mateo Superior Court as a purportedettadder derivative lawsuit to seek
recovery on behalf of PG&E Corporation and theitytflor alleged breaches of fiduciary duty by offis and directors, among other claims.
of these cases have been coordinated and assigoed fudge in the San Mateo County Superior Court.

The Utility recorded a provision of $220 million 2010 for estimated third-party claims relatedh® an Bruno accident, including
personal injury and property damage claims, danag&rastructure, and other damage claims. Thétygurrently estimates that it may incur
as much as $400 million for third-party claims. 3¢ote 10 of the Notes to the Condensed Consotidateancial Statements.) As more
information becomes known, including informatiosuking from the NTSB and CPUC investigations, nggamaent’s estimates and
assumptions regarding the amount of third-partyiliig incurred in connection with the San Bruna@ent may change. Although PG&E
Corporation and the Utility currently considerikdly that a significant portion of the costs thelity incurs for third-party claims will
ultimately be covered by its liability insurance, amounts for insurance recoveries have been redas of March 31, 2011.

On February 23, 2011, PG&E Corporation rejectebiaaesholder demand that had been made followin&#meBruno accident
demanding that the PG&E Corporation Board of Des{(1) institute an independent investigationhef $an Bruno accident and related
alleged safety issues; (2) seek recovery of aliscassociated with such issues through legal pdicge against those determined to be
responsible, including board members, officersepmployees, and third parties; and (3) adoptarate governance initiatives and safety
programs. The PG&E Corporation Board of Directartharized PG&E Corporation to reject the demantasbeen recommended by the
Evaluation Committee, a committee composed of datBioard members that had been appointed to eealiademand and recommend how
the Board should respond. In rejecting the demtreBoard reserved the right to commence furtheestigation or litigation regarding the <
Bruno accident if the Board deems such investigatiolitigation appropriate. In April 2011, the seholder’s counsel wrote to the Evaluation
Committee’s counsel requesting materials that wewldence the Board’s action. The Evaluation Congeits currently considering the
request.

52



Table of Contents

Impact on Operations

The Utility currently estimates that it will incimcremental costs associated with its natural gasstnission business, ranging from
$350 million to $550 million in 2011, increasedrfrahe $200 million to $300 million estimated rardigclosed in the 2010 Annual Report.
These costs are expected to include costs to ceenple Utility’s review and validation of pipelimecords, to perform pressure tests and other
tests on portions of its natural gas transmissytesn, to respond to regulatory proceedings, aqettorm other activities related to the San
Bruno accident.

These cost estimates could change depending ombearwf factors, including the outcome of the rataily proceedings and pending
investigations discussed above, the outcome dfsthfety phase” of the Utility’s 2011 GT&S rate cqsee “2011 Gas Transmission and
Storage Rate Casétlow), and the outcome of future rulemaking, ratkimg, or other investigatory proceedings that fd@yommenced at t|
CPUC. If state or federal legislation is enactedddress natural gas transmission operations aimdenance, the Utility may incur additional
costs to comply with such new statutory requiremestich legislation may establish operating practandards for natural gas transmission
operations and safety, which may require the usigéin types of inspection methods and equipnaerd to require the installations of certain
types of valves.

PG&E Corporation and the Utility are uncertain whattion of the costs, if any, the Utility may imdo respond to orders,
recommendations, or new legislative requirementajlvbe recoverable through rates and the timirgngfsuch recovery. The CPUC is
expected to decide in the future whether the Ytlitatepayers or shareholders, or both, will paytifie Utility’s costs incurred in testing, pipe
replacement, or other costs. As the Utility incilnsse costs, the amount of equity needed by thHigydt maintain its capital structure is
anticipated to increase. (See “Liquidity and CdgReasources” above.)

Future operating and maintenance expenses alsd®enaffected by the amount of third party liabilitye Utility incurs as a result of t
San Bruno accident. The Utility estimates thatatyrincur as much as $180 million for third-partginis related to the San Bruno accident, in
addition to the $220 million provision recorded2dl10. (See Note 10 of the Notes to the Condenseddlidated Financial Statements.)
Finally, if the CPUC determines in the pending shigations discussed above that the Utility vialdeews, rules, regulations or orders, the
CPUC may impose fines or penalties on the Utilitjch may be material.

REGULATORY MATTERS

The Utility is subject to substantial regulationtbe CPUC, the FERC, the NRC and other federaktaté regulatory agencies.
Significant regulatory developments that have ommisince the 2010 Annual Report was filed with$l#C are discussed below.

2011 General Rate Case Application

On February 22, 2011, a proposed decision (“PDd) @m alternate proposed decision (“APD”) were idsnehe Utility’'s 2011 GRC at
the CPUC. In the GRC, the CPUC will authorize th#ity’'s revenue requirements for 2011 through 2@d8its costs to own and operate its
electric and natural gas distribution and eledgaoeration operations. The PD and the APD wouldagpthe unopposed October 15, 2010
settlement agreement among the Utility, the CPUlNgsion of Ratepayer Advocates (“DRA"), The UtjiReform Network (“TURN"), Aglet
Consumer Alliance, and nearly all other interverpagties. The 2011 revenue requirement increaseiassd with the settlement agreement is
$395 million. In addition, the PD and the APD woudgolve the one issue not covered in the settleagreement, which is the Utility’s
request for additional revenues to recover finamciosts and the return of capital related to thtyJts unrecovered investment in conventic
meters that have been replaced by SmartMé&ter  device

As shown in the table below, the Utility originaliyad requested an additional $44 million in revenne2011 to recover the financing
costs associated with its remaining $341 milliovestment in conventional electric meters, basethenweighted average after-tax cost of
capital of 8.79% (12.93% on a pre-tax basis) antig&agear average remaining life for these meteng. FD would authorize an additional $53
million in revenues in 2011, while the APD wouldué in an additional $59 million in revenues.

The settlement agreement’s proposed $395 millisamee requirement increase for 2011, combined thighUtility’s original request of
$44 million in revenues for the recovery of finamgicosts associated with conventional meters, woale: resulted in an increase of $439
million for 2011. In comparison, the PD would régolan increase of $448 million for 2011. The ARDuld provide an increase of $454
million. If either the PD or the APD is adoptede tbtility’s related 2011 revenues are projectede@mpproximately $3.2 billion for electric
distribution, $1.1 billion for natural gas distriimn, and $1.7 billion for electric generation ogtEons.
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Alternate

Proposec Proposec

(in millions) Settlemen Decision Decision
Settlement Revenue Requirement Incre $ 395 $ 395 $ 395
Return on Undepreciated Mete 44 25 35
Impact of Change in Amortization Peri - 38 38
Levelization Adjustmen - (10) (14)
Total Revenue Requirement Increase Incrementadtibehent 44 53 59
Total Revenue Requirement Increas: $439 $ 448 $ 454

Both the PD and the APD authorize the attritioréases proposed in the settlement agreement: @oadtincrease of $180 million
to the authorized 2011 revenues in 2012 and arieddli increase of $185 million in 2013. In additjavhile the Utility originally had
requested recovery of $113 million for meter regdiosts in 2011, both the PD and the APD authagzevery of these costs via a new
balancing account as proposed in the settlemeptagent. After a final decision is issued, futunereies will be adjusted to allow the Utility
to recover the authorized revenue requirement$ damuary 1, 2011.

Additionally, on April 5, 2011, the CPUC issued Ibat PD and an APD in the residential rate desigtigroof the Utility's 2011 GRC
proceeding. If either the PD or APD are adopteerdhwould be less disparity between tiers whigkxsected to result in less volatility for
customers in higher tiers.

PG&E Corporation and the Utility are unable to fced/hether the CPUC will approve either the PD&BDSs, or an alternative.
Electric Transmission Owner Rate Cases

On April 28, 2011, the Utility filed with the FER&request to approve an uncontested settlemehedftility’s electric TO rate case.
The settlement, if approved, will increase the ahmetail revenue requirement from $875 millior5&34 million with rates effective as of
March 1, 2011. The Utility has held adequate re=efor refund for the difference between revenedlected at the higher dded rates and tt
rates included in the settlement since March 112@1s expected that FERC will act on the setdatbefore the end of 2011.

2011 Gas Transmission and Storage Rate Case

On April 14, 2011, the CPUC issued a final decigiwat approves the settlement agreement, knowimea&as Accord V Settlement
Agreement (“Gas Accord V"), entered into among lthiity and other parties to determine the rated temms and conditions of the Utility’s
gas transmission and storage services for a foaryyeriod beginning January 1, 2011. The decidiem r@solves several objections raised by
the other two California gas utilities.

The CPUC authorized a 2011 natural gas transmissidrstorage revenue requirement of $514 milliorinarease of $52 million ov:
the 2010 adopted revenue requirement. With attritiereases, the Utility’s revenue requirement2fat2, 2013, and 2014 will be $541
million, $565 million, and $582 million, respectlyeThe Utility also has been authorized to recailerough natural gas transmission and
storage rates) revenue requirements for other,casth as the cost of electricity used to operataral gas compressor stations and other costs
that are determined in the Utility’'s 2011 GeneratdrCase or other Utility regulatory proceedingsst6mer rates for the remainder of 2011
will be adjusted to allow the Utility to recoveretlauthorized revenue requirements from Januar@1.2

The decision also requires the Utility to file arseannual safety report, beginning October 1, 2@ifh) the CPUC’s Energy Division
and the CPSD to provide details about the Utilityse of funds budgeted for pipeline safety, relighand integrity projects and activities,
including an explanation of whether the Utility hasder-spent or over-spent funds. The reportspriVide CPUC staff with the necessary
details to: (1) monitor what storage and pipeliakted safety, reliability, and integrity capitabjects and maintenance activities are being
undertaken by the Utility and the amounts sperdwarh activities, (2) determine whether projects tizave been identified by the Utility with
high risk assessments are being carried out orheghether higher risk projects have been undertai@rad, (3) determine the Utility’s
rationale for reprioritization of projects, and @pnitor the status of the Utility’s compliance kvfederal regulations.
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The CPUC also established a “safety phase” of fh@$5case to address safety-related concerns imglactions that can be taken
during the rate cycle period covered by the GT&i8 mse. PG&E Corporation and the Utility anticgptitat the CPUC will issue a final
decision in the “safety phase” before the end efgacond quarter of 2011.

Energy Efficiency Programs and Incentive Ratemaking

On November 15, 2010, a proposed decision wasdshae if, adopted by the CPUC, would modify theeintive mechanism that
would apply to the 2010 through 2012 program cy&laong other changes, the proposed modificationlavbmit the total amount of the
incentive award or penalty that could be awardedtamposed on, all the investor-owned utilitieshtL89 million. If the proposed decision is
adopted, the Utility’s opportunity to earn incemrtirevenues would be limited compared to the meshathat was in place for the 2006-2008
program cycle. The proposed decision notes thaC#ldC may establish a new rule-making proceedirdgetermine what mechanism, if any,
will apply to programs beginning in 2013 and later.

Additionally, on March 17, 2011, the California lisigture adopted Senate Bill 69 (“SB 69") which poses the transfer of up to $155
million from the gas-consumption surcharge funthi® California General State Fund to help closesthte’s fiscal-year 2012012 budget ga
The surcharge is collected to help fund gas puyhlipose programs, including energy efficiency paogs. If the methodology adopted by the
CPUC for allocating the split amongst the |IOUsasdd on energy efficiency programs, the Utilitfisi® is estimated to be up to $64 million.
The Utility's two year 20112012 budget for gas energy efficiency program®32$million, of which approximately $160 million waxpecte:
to be funded by the gas surcharge funds. If SBs&%gined by the Governor and becomes effective, PG&rporation’s and the Utilitg' result
of operations could be adversely affected if th&JCRIoes not permit the Utility to curtail spendimg some of the programs or to recover the
shortfall in program funding through rates. In i, it is unclear how SB 69 would affect the pwsgl to modify the incentive mechanism for
the 2010 through 2012 program cycle.

CPUC Resolution Regarding the Tax Relief Act

On April 14, 2011, the CPUC adopted a resolutidatdshing a one-way memorandum account for ceratierregulated utilities,
including the Utility, to record the net changetie cost of providing utility service associatedhathe Tax Relief Act. For qualified property
placed into service after September 8, 2010 angréefanuary 1, 2012, the Tax Relief Act allowslihigity to take a tax deduction for the
entire cost of its investment in the same yeartt@property was placed into service. For qualifieoperty placed into service in 2012 (as\
as a portion of the investment on certain propeldged into service in 2013 if construction hadibepefore January 1, 2013) the Utility may
take a deduction for one-half of the cost of theestment in the same year that the property waeglato service with the remaining
investment cost recovered over a normal deprecigtiziod. As a result of the accelerated deprexiatie Utility’s federal tax payments are
expected to be lower allowing the Utility to use thcreased cash for additional capital investmértte memorandum account will track:

(1) the reduction in revenue requirements thaties th lower rate base resulting from deferred i@hilities related to the accelerated federal tax
depreciation, (2) the increase in revenue requirgsn@ssociated with incremental capital investm#rasare made on behalf of Utility
customers, and (3) other applicable reductionsiseréases in revenue requirements.

The memorandum account will be applicable to CPUIGqlictional assets only; however, it is expedtedxclude investments that
have separate ratemaking treatment such as thig/9tgrogram to install an advanced metering syst€he net benefits of the Tax Relief Act
related to those excluded investments will autocadlyi flow to customers under existing balancingamt mechanisms. The memorandum
account will be in effect for capital investmentshier than those related to natural gas transnmnisgierations) until 2014, the test year of the
Utility’s next general rate case. The memoranduooant will be in effect for capital investmentsateld to natural gas transmission operations
until 2015, the test year for the Utility’s nextsgmansmission and storage rate case. In eachasge the CPUC will determine the disposition
of the memorandum account.
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Deployment of SmartMeter™ Technology

The CPUC has authorized the Utility’s program tstafl approximately 10 million advanced electridayas meters throughout the
Utility’s service territory by the end of 2012. Aalvced electric meters, which record energy usageunly or quartefourly increments, allo\
customers to track energy usage throughout thiadpithonth and thus enable greater customer coote electricity costs. Usage data is
collected through a wireless communication netward transmitted to the Utility’s information systevhere the data is stored and used for
billing and other Utility business purposes. Advathelectric meters enable the implementation ohédlyic pricing” rates for customers that
reflect the higher cost of electricity during peisoof high demand. As of March 31, 2011, the Wtitias installed 7.8 million meters. The CF
has authorized the Utility to recover a maximun$213 billion in estimated project costs. Costs thateed $2.3 billion will not be recoverable
through rates. As of March 31, 2011, the Utilityshiacurred costs of $2.1 billion. The Utility hdsarecorded a provision of $36 million as of
March 31, 2011 and December 31, 2010, represetitengurrent forecast of capital-related costs #natexpected to exceed the CPUC-
authorized cost cap and therefore will not be recable through rates. The Utility will update itsdcasts as the project continues and may
incur additional non-recoverable costs.

On March 24, 2011, the Utility filed an applicatiaith the CPUC to seek approval of the Utility’®posal to provide residential
customers the option to turn off the radios intigais and electric SmartMeter™ devices to disdi#eadio frequency (“RF”) communications
used in the wireless meters. The Utility requesited the CPUC authorize electric and gas reveny@nements totaling $84.4 million through
2013 to recover the Utility’s estimated costs toyile the “radio-off” option which would be collett through fees charged to customers who
choose the radio-off option. PG&E Corporation amel Wtility are unable to predict whether the CPUIC approve the Utility’s proposal.

Additionally, on April 11, 2011, the Kern County rior Court in Bakersfield, California dismissée tpending class action
complaint that had alleged that the SmartMeter ™esygyenerated inaccurate bills and led to overg@wrgmong other allegations.

Diablo Canyon Relicensing Application

The NRC operating license for Diablo Canyon Unéxpires in November 2024 and the NRC operatinghiedor Diablo Canyon Ur
2 expires in August 2025. On November 24, 2009 tildy filed an application to request the NRCrenew each of the operating licenses for
Diablo Canyon for 20 years, until November 2044Umit 1 and August 2045 for Unit 2. The licenseawal process is expected to take se»
years as the NRC holds public hearings and condaféty and environmental analyses and site audits Utility's application has been
challenged by local environmental and anti-nucpeawer organizations and the NRC is considering éretto admit their contentions for
further review in the renewal process. Furtherggponse to the significant damage to the nuckasdlitfes in Japan caused by the recent
earthquake and tsunami, there has been increabéid poncern expressed about the seismic safeBjaiflo Canyon. On April 11, 2011, the
Utility requested that the NRC delay final actiantbe Utility’s renewal application until after théility completes additional seismic studies
and submits a report to the NRC addressing thdtsesithose studies. The Utility also announceat this seeking to obtain required permits
from various local regulatory agencies on an expedbasis to accelerate the completion of the seistudies. Finally, on April 14, 2011,
petitions were filed with the NRC requesting the NRC immediately suspend all nuclear licensind) r@alicensing activities until it
completes a thorough investigation into the adegoédederal safety and environmental standardsthedNRC determines whether new
regulations are required. Additionally, on April,22D11, a motion was filed with the CPUC requesthgdismissal of the Utility’s application
to recover the costs associated with renewal obiablo Canyon operating licenses. The Utility esties that these costs will total $85 milli

PG&E Corporation and the Utility are unable to pecetlow long the NRC process will be delayed, wiketihhe NRC will approve the
license renewal application, or whether the NRQ svispend the license renewal process. (See ItenRiBk Factors, below.)
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ENVIRONMENTAL MATTERS

The Utility’s operations are subject to extensigddral, state, and local laws and permits reldbrtge protection of the environment
and the safety and health of the Utility’s persdramal the public. (See “Risk Factois’the 2010 Annual Report.) These laws and requeres
relate to a broad range of the Utility’s activiti@gcluding the discharge of pollutants into the aiater, and soil; the transportation, handling,
storage, and disposal of spent nuclear fuel; reatiedi of hazardous wastes; and the reporting ashactn of carbon dioxide and other GHG
emissions. Significant developments that have sedusince the 2010 Annual Report was filed with$leeurities and Exchange Commission
are discussed below.

Climate Change

The California Global Warming Solutions Act of 20@8so known as Assembly Bill 32 or “AB 32”) reged the gradual reduction of
GHG emissions in California to the 1990 levels B2@ on a schedule beginning in 2012. In Decemb@8 2he California Air Resources
Board (“CARB") adopted a scoping plan that contaexommendations for achieving the maximum tectgioldly feasible and cost-effective
GHG reductions to meet the 2020 reduction targetuding a proposed cap-and-trade program. On M&8¢l2011, the San Francisco County
Superior Court ruled that the CARB had failed tonpty with the California Environmental Quality ACCEQA”) because the CARB did not
adequately review and analyze alternatives to thasures identified in its scoping plan. The cowhibited the CARB from implementing a
of the measures contained in the scoping plan imiimplies with the CEQA requirements. As a rgdhke implementation of the CARB'’s
proposed cap-and-trade system may be delayed beyemdanned effective date of January 1, 2012.

Renewable Energy Resources

On April 12, 2011, the California Governor signeshnlegislation establishing a new renewable pddfstandard (“RPS”) that increases
the amount of renewable energy that retail sebéedectricity, such as the Utility, must delivertheir customers from at least 20% of their
total retail sales by the end of 2010, as requinethe prior law, to 33% of their total retail ssilgy the end of 2020. The new legislation will
become effective 90 days after the current spseisdion of the California Legislature ends. In oasge to the enactment of the new RPS law,
the CARB is expected to abandon its regulatoryrefftm establish a 33% renewable energy standard.

Under the new RPS law the amount of electricityvéeed from renewable energy resources must equavarage of 20% of total
retail sales in 2011, 2012 and 2013, at least 2b#4tal retail sales by December 31, 2016, anéadtl 33% of total retail sales by Decembe
2020. The CPUC is authorized to set interim procwnet targets for all other intervening years téeifreasonable progress toward the
statutory goals. The CPUC must determine by no tan January 1, 2012, the total procurement rement (expressed as a percentage of
total retail sales) for each retail seller, inchglthe Utility, in each future compliance periog (i 2011-2013, 2014-2016, 2017-2020, and each
year thereafter). The Utility expects that the CI's rulemaking in response to the new legislatioh mbre definitively establish the Utility’s
RPS compliance obligations, including a cap onUtikity’s total mandated RPS compliance expendisure

The new RPS legislation creates three distinctyoates of renewable energy products and imposesmim or maximum procurement
targets for each of these product categories thiat be met in each future compliance period. Withiain exceptions, these categorical
requirements will only apply to contracts that antered into after June 1, 2010. The new law impdisgts on the types of tradable renewable
energy credits (“REC”s) that can be used to satlsycategorical requirements and contains newictshs on the Utility’s ability to carry
forward (or “bank”) RPS volumes from contracts wighms of less than ten years. The new legislatgnires that the CPUC approve
applications for utility-owned renewable generatignto a certain energy-based cap, provided tlea€CfUC finds that the cost of the
application is reasonable and meets other conditibhe costs of utility-owned renewable generatimjects will be subject to traditional cost-
of-service ratemaking treatment.

Under the new RPS law, the CPUC must waive enfoeceof the RPS requirements as to any particutail ieller if it finds that certain
specified circumstances beyond the control of ¢tailrseller will prevent compliance and the resailler has met certain other conditions,
including demonstrating that the retail seller ted®n all reasonable actions under its controttoesse full compliance.

Until the CPUC adopts regulations to implementribes law, it is uncertain how the CPUC’s regulatiansl decisions issued pursuant to
the former 20% RPS statute will apply to the newSR&quirements.
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Water Quality

Section 316(b) of the federal Clean Water Act reggithat cooling water intake structures at elegtower plants, such as the nuclear
generation facilities at Diablo Canyon, reflect best technology available to minimize adverse remvhental impacts. On March 28, 2011,
U.S. Environmental Protection Agency (“EPA”) issurdft regulations that propose specific reductifmnsmpingement (which occurs when
larger organisms are caught on water filter screand provide a case-by-case site specific assessmestablish compliance requirements for
entrainment (which occurs when organisms are dtawough the cooling water system). The proposedsgiecific assessment allows for the
consideration of a variety of factors including isbcosts and benefits, energy reliability, lancitability, and non-water quality adverse
impacts. The draft regulations are subject to puidimment and final regulations are not expecteii duly 2012.

The California Water Resources Control Board (“W#&eard”) also has adopted a policy on once-throeaybling. The policy, effective
October 1, 2010, generally requires the instalfatibcooling towers or other significant measuressduce the impact on marine life from
existing power generation facilities by at leas¥B%owever, with respect to the state’s nucleargrogeneration facilities, the policy allows
other compliance measures to be taken if the ¢oststall cooling towers are “wholly out of propion” to the costs considered by the Water
Board in developing its policy or if the installati of cooling towers would be “wholly unreasonakddter considering non-cost factors such as
engineering and permitting constraints and advens@onmental impacts. The Utility believes that tiosts to install cooling towers at Diablo
Canyon, which could be as much as $4.5 billion| m#et the “wholly out of proportion” test. The litif also believes that the installation of
cooling towers at Diablo Canyon would be “whollyreasonable.” If the Water Board disagreed anddfiistallation of cooling towers at
Diablo Canyon were not technically or economicédlgsible, the Utility may be forced to cease openatat Diablo Canyon and may incur a
material charge. Assuming the Water Board doesetptire the installation of cooling towers at Dmklanyon, the Utility could incur
significant costs to comply with alternative conapice measures or to make payments to support gagisdironmental mitigation projects. T
Utility would seek to recover such costs in rafidse Utility’s Diablo Canyon operations must be ampliance with the Water Board'’s policy
by December 31, 2024.

Remediation

The Utility has been, and may be, required to payefivironmental remediation costs at sites whdeeidentified as a potentially
responsible party under federal and state envirotehéaws. These sites include former manufactgesiplant (“MGP”) sites, current and
former power plant sites, former gas gathering gaslstorage sites, sites where natural gas congpr&ssions are located, current and former
substations, service center and general construgticd sites, and sites currently and formerly usethe Utility for the storage, recycling, or
disposal of hazardous substances. Under federaCalidrnia laws, the Utility may be responsible femediation of hazardous substances
even if it did not deposit those substances orsitiee (See Note 10 of the Notes to the Condenseddidated Financial Statements, for a
discussion of estimated environmental remediaiailities and Legal Proceedings of Part I, Iterffoddiscussion of related legal
proceedings.)

LEGAL MATTERS

In addition to the provision made for claims rethte the San Bruno accident, PG&E Corporation’s thedUtility’s Condensed
Consolidated Financial Statements also includeipians for claims and lawsuits that have arisethéordinary course of business, regulatory
proceedings, and other legal matters. See “Legéiev&d in Note 10 of the Notes to the CondensedsBlidated Financial Statements.

RISK MANAGEMENT ACTIVITIES

The Utility and PG&E Corporation, mainly through wnership of the Utility, are exposed to marlkst,rwhich is the risk that
changes in market conditions will adversely affeetincome or cash flows. PG&E Corporation andUltity face market risk associated with
their operations; their financing arrangements;niaeketplace for electricity, natural gas, eledyiransmission, natural gas transportation,
storage; other goods and services; and other aspkttteir businesses. PG&E Corporation and thktyJtategorize market risks as “price risk”
and “interest rate risk.” The Utility is also exgasto “credit risk,” the risk that counterpartiedl to perform their contractual obligations.

The Utility actively manages market risks througtk management programs designed to support bissaigsctives, discourage
unauthorized risk-taking, reduce commaodity cosgttility, and manage cash flows. The Utility uses\dgive instruments only for non-trading
purposes (i.e., risk mitigation) and not for spativke purposes. The Utility’s risk management at&s include the use of energy and financial
instruments such as forward contracts, futurespsywaptions, and other instruments and agreemmotst, of which are accounted for as
derivative instruments. Some contracts are accdubteas leases.
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On July 21, 2010, President Obama signed into kew federal financial reform legislation, the Dodidiitk Wall Street Reform and
Consumer Protection Act. PG&E Corporation and ttiétyare evaluating the new legislation, and wéliew future regulations to assess
compliance requirements as well as potential imgpantthe Utility’s procurement activities and rislanagement programs.

Price Risk

The Utility is exposed to commodity price risk aseault of its electricity and natural gas procueatractivities, including the
procurement of natural gas and nuclear fuel necg$saelectricity generation and natural gas preawent for core customers. As long as the
Utility can conclude that it is probable that igasonably incurred wholesale electricity procurengests and natural gas costs are recoverable,
fluctuations in electricity and natural gas prieéh not affect earnings but may impact cash flowke Utility’s natural gas transportation and
storage costs for core customers are also fullpwe@ble through a ratemaking mechanism.

The Utility’s natural gas transportation and steragsts for non-core customers may not be fullpverable. The Ultility is subject to
price and volumetric risk for the portion of intrate natural gas transportation and storage capheit has not been sold under long-term
contracts providing for the recovery of all fixeglsts through the collection of fixed reservatioarges. The Utility sells most of its capacity
based on the volume of gas that the Utility’s costos actually ship, which exposes the Utility tduwwoetric risk.

The Utility uses value-at-risk to measure the shalgers’ exposure to price and volumetric risksitsg from variability in the price
of, and demand for, natural gas transportationstimichge services that could impact revenues dakanges in market prices and customer
demand. Value-at-risk measures this exposure oxalig 12-month forward period and assumes thatdontract positions are held through
expiration. This calculation is based on a 95% ictamfce level, which means that there is a 5% pritibatihat the impact to revenues on a pre-
tax basis, over the rolling 12-month forward peyinill be at least as large as the reported vaterisk. Value-at-risk uses market data to
qguantify the Utility’s price exposure. When marklata is not available, the Utility uses historidata or market proxies to extrapolate the
required market data. Value-at-risk as a 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 adéquately capture portfolio risk.

The Utility’s value-at-risk calculated under thetmedology described above was $9 million at Marth2)11. The Utilitys high, low
and average values-at-risk during the 12 montheéhrch 31, 2011 were $20 million, $8 million, e®tB million, respectively. (See Note 7
of the Notes to the Condensed Consolidated FinbStiéements for further discussion of price riskmagement activities.)

Interest Rate Risk

Interest rate risk sensitivity analysis is usedthasure interest rate risk by computing estimaleaiges in cash flows as a result of
assumed changes in market interest rates. At MakcR011, if interest rates changed by 1% for alfent PG&E Corporation and the Utility
variable rate and short-term debt and investmémschange would affect net income for the nexintidths by $11.8 million, based on net
variable rate debt and other interest rate-semsitistruments outstanding.

Credit Risk

The Utility conducts business with counterpartiesinty in the energy industry, including other Caitiiia investor-owned electric
utilities, municipal utilities, energy trading comes, financial institutions, and oil and natwas$ production companies located in the United
States and Canada. If a counterparty fails to perfan its contractual obligation to deliver elecitsi or gas, then the Utility may find it
necessary to procure electricity or gas at cumearket prices, which may be higher than the cohpsces.

The Utility manages credit risk associated withcitsinterparties by assigning credit limits base@waluations of their financial
conditions, net worth, credit ratings, and otheddrcriteria as deemed appropriate. Credit liraitd credit quality are monitored periodically.
The Utility ties many energy contracts to mastenowdity enabling agreements that may require sgcfreferred to as “Credit Collateral” in
the table below). Credit Collateral may be in thenf of cash or letters of credit. The Utility magcapt other forms of performance assuran
the form of corporate guarantees of acceptabldtajedlity or other eligible securities (as deenapgropriate by the Utility). Credit Collateral
or performance assurance may be required from equarties when current net receivables and replacenost exposure exceed contractually
specified limits.
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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%restit exposure, as of March 31, 2011 and Dece®be?010:

Gross
Credit Number of Net Exposure tc
Exposure Wholesale Wholesale
Before Customers or Customers or
Credit Credit Net Credit Counterparties Counterparties
(in millions) Collateral @ Collateral Exposure ) >10% >10%
March 31, 201: $ 307 $17 $29( 2 $ 192
December 31,
2010 $ 26¢ $17 $ 252 2 $ 18i

() Gross credit exposure equals mark-to-market vafuehysically and financially settled contracts,amteceivable, and net receivables (payables) where
netting is contractually allowed. Gross and netlitrexposure amounts reported above do not inchaijigstments for time value or liquidit

(2) Net credit exposure is the Gross Credit ExposuferBeCredit Collateral minus Credit Collateral (cateposits and letters of credit). For purposethisf
table, parental guarantees are not included aop#ré calculation

CRITICAL ACCOUNTING POLICIES

The preparation of Condensed Consolidated FinaStéements in accordance with U.S. generally dedegccounting principles
involves the use of estimates and assumptionsaffedt the recorded amounts of assets and liasiliis 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 the@mplexity and because their application is refg\and material to the financial position and
results of operations of PG&E Corporation and thiéity) and because these policies require theafiseaterial judgments and estimates. In
addition, management has made significant estinatdsassumptions about accruals related to thé8&aro accident as well as accruals for
various legal matters. Actual results may diffeostantially from these estimates. These policiesthair key characteristics are discussed in
detail in the 2010 Annual Report. They include:

» regulatory assets and liabilitie
» loss contingencies associated with legal mattedseawironmental remediation liabilitie
 retirement obligations; ar

» pension and other postretirement plé

For the three months ended March 31, 2011, there m@ changes in the methodology for computingcatiaiccounting estimates and
no material changes to the important assumptiodenlying 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 markétk results from changes in energy prices. PG&EpOration and the Utility
engage in price risk management activities for trading purposes only. Both PG&E Corporation arellthility may engage in these price 1
management activities using forward contracts,ragpoptions, and swaps to hedge the impact ofehfiictuations on energy commodity
prices and interest rates (see “Risk Managemenvifies” above under Item 2: Management’s Discussiad Analysis of Financial Condition
and Results of Operations).

ITEM 4. CONTROLS AND PROCEDURES

Based on an evaluation of PG&E Corporation’s amrdUtility’s disclosure controls and procedures islarch 31, 2011, PG&E
Corporation’s and the Utility’s respective prindigxecutive officers and principal financial offrsehave concluded that such controls and
procedures were effective to ensure that informatémuired to be disclosed by PG&E Corporation lwedUtility in reports that the companies
file or submit under the Securities Exchange Act@34 (1934 Act”) is recorded, processed, sumneakiand reported within the time periods
specified in the SEC rules and forms. In additP6G&E Corporation’s and the Utility’s respectivergripal executive officers and principal
financial officers have concluded that such costeoid procedures were effective in ensuring tHatrmation required to be disclosed by
PG&E Corporation and the Utility in the reportsttR&&E Corporation and the Utility file or submibder the 1934 Act is accumulated and
communicated to PG&E Corporation’s and the Utiityhanagement, including PG&E Corporation’s andtilty’s respective principal
executive officers and principal financial officess persons performing similar functions, as appede to allow timely decisions regarding
required disclosure.

There were no changes in internal control ovemfonea reporting that occurred during the quartedeshMarch 31, 2011 that have
materially affected, or are reasonably likely totenilly affect, PG&E Corporation’s or the Utility'internal control over financial reporting.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In addition to the following legal proceedings, PE&orporation and the Utility are involved in var®legal proceedings in the
ordinary course of their business. For more infdiomeregarding PG&E Corporation’s and the Utilityiability for legal matters, see Note 10
of the Notes to the Consolidated Financial Statémevhich discussion is incorporated into this Itefoy reference.

Diablo Canyon Power Plan

In April 2011, the United States Environmental Bobibn Agency (“EPA”)ssued revised proposed regulations under Secti6(b} of
the Clean Water Act, which requires that coolinderéntake structures at electric power plantseafthe best technology available to
minimize adverse environmental impacts. Final ragjohs are expected to be issued in mid-2012, antti@ffect future negotiations between
the state Water Board and the Utility regardinggtagus of the 2003 settlement agreement conceenprgposed draft Cease and Desist Order
issued by the Water Board against the Utility. fare information about the settlement agreemenfesheral and state water quality
regulations affecting Diablo Canyon, see PG&E Caoafion’s and the Utility’s joint Annual Report orofm 10-K for the year ended
December 31, 2010.

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

Hinkley Natural Gas Compressor Static

As previously disclosed, groundwater at the UtHitiinkley natural gas compressor station conthesavalent chromium as a result
of the Utility’s past operating practices. At thenkley site, the Utility is cooperating with the glenal Water Quality Control Board
(“RWQCB?”) to evaluate and remediate the chromiumugidwater plume. Measures have been implementeshtool movement of the plume,
while full-scale in-situ treatment systems opetateeduce the mass of the plume. An evaluatiohefgerformance of these interim remedy
measures, as well as possible future measuresderway as part of the development of a final raateh plan. In March 2011, the RWQCB
advised the Utility that it is considering assegsidministrative penalties of up to $5,000 per dag to the Utility’s alleged violation of an
administrative order issued in 2008 requiring th#ity) to control the spread of the chromium growrader plume beyond boundaries described
in the order. The Utility does not believe it isviolation of the order and is working with the RWE® to resolve its concerns. PG&E
Corporation and the Utility believe that the ulttm@utcome of this matter will not have a mateaidverse impact on the Utility’s financial
condition or results of operations.

Litigation Related to the San Bruno Accide!

As of March 31, 2011, 74 tort lawsuits on behalapproximately 224 plaintiffs, including two classtion lawsuits, have been filed
against PG&E Corporation and the Utility. Five bé&tlawsuits were filed in San Francisco County Sop€ourt; the rest were filed in San
Mateo County Superior Court. These lawsuits seekpemsation for personal injury and property dansagkseek other relief. The class action
lawsuits allege causes of action for strict liapilnegligence, public nuisance, private nuisaaog, declaratory relief. Several other residents of
San Bruno also have submitted damage claims toltitisy. The Utility’s petition to coordinate thedawsuits in San Mateo County Superior
Court has been granted.

Another lawsuit was filed in San Mateo County Sigre€ourt as a purported shareholder derivativeslato seek recovery on behalf of
PG&E Corporation and the Utility for alleged breastof fiduciary duty by officers and directors, argather claims. This case has been
included in the coordinated proceedings descrilbedey

The Utility maintains liability insurance for damegin the approximate amount of $992 million inesscof a $10 million deductible.
Although PG&E Corporation and the Utility currentignsider it likely that a significant portion dfet costs the Utility incurs for third-party
claims relating to the San Bruno accident willmbitely be covered by this insurance, no amountsfurance recoveries have been recorded
as of March 31, 2011. PG&E Corporation and theitytédre unable to predict the amount and timingnefirance recoveries.

For more information regarding the San Bruno actiéad the related NTSB and CPUC investigatiorns, Si&anagemens Discussio
and Analysis of Financial Condition and Result©gplerations — Natural Gas Pipeline Matters” and N@®ef the Notes to the Condensed
Consolidated Financial Statements.
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ITEM 1A. RISK FACTORS
The risk factors appearing in the 2010 Annual Repoder the headings set forth below are suppleedesudd updated as follows:

The ultimate amount of loss the Utility bears in moection with the San Bruno accident could have atarial adverse impact on PG&E
Corporation’s and the Utility’s financial conditiorand results of operations.

On February 24, 2011, the CPUC initiated a formaéstigation pertaining to safety recordkeepingtfier Utility’s gas transmission
pipeline that ruptured in San Bruno on Septemb@030, as well as for its entire gas transmissjatesn. If the CPUC determines that the
Utility violated safety law standards with respezits gas system recordkeeping, the CPUC may impesalties on the Utility. If supported
the evidence, the CPUC stated that it will consiteering daily fines for a significant period ahe. (See the section of this report entitled
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Natural Gpelfre Matters” above for more
information.)

PG&E Corporation and the Utility are unable to pced/hether the outcome of the investigation wdlvle a material adverse effect on
PG&E Corporation’s and the Utility’s financial catidn, results of operations, or cash flows.

If the Utility cannot timely meet the applicable seurce adequacy or renewable energy requiremenis,Wtility may be subject to penaltie
Further, the CPUC may disallow costs incurred byethtility under power purchase agreements it entar® to meet applicable resource
adequacy and renewable energy requirements if tHeUT finds that the costs are unreasonably above-kediin the future.

On April 12, 2011, the California Governor signesiwnlegislation that increases the amount of renéevahergy that retail sellers of
electricity, such as the Utility, must deliver teetr customers from at least 20% of their totahitedales by the end of 2010, as required by the
prior law, to 33% of their total retail sales by ténd of 2020. (See the section of this reportledttManagement’s Discussion and Analysis of
Financial Condition and Results of Operations —iEemmental Matters — Renewable Energy ResourcesVap PG&E Corporation and the
Utility are unable to predict how or when the CP@y fully implement the requirements in the new.l&lmtil the CPUC adopts regulations
implement the new law, it is uncertain how the CPiU@gulations and decisions issued pursuant tdotmeer 20% RPS statute will apply to
the new RPS requirements. In particular, it is utade whether the CPUC will continue to limit petied for noncompliance to $25 million per
year as had applied under the prior RPS regulgargram.

The operation and decommissioning of the Utility'siclear power plants expose it to potentially sificént liabilities and capital
expenditures that it may not be able to recovemfrits insurance or other sources, adversely affagtits financial condition, results of
operations, and cash flow.

As a result of the earthquake and tsunami thatroedun Japan that seriously damaged nuclear gemeffacilities there has been
increased legislative, regulatory, and public sogudf the safety of nuclear power plants in thattlh States. The NRC has begun to review
industry’s preparedness for events similar to trenés that occurred in Japan and has establiskediar level agency task force to conduct a
systematic review of NRC processes and regulatondsevaluate whether enhancements or new regudaienneeded. There has been
increased public concern expressed about the safféitye Utility’s Diablo Canyon nuclear generati@eilities located along the coastline in
San Luis Obispo, California, which is in close groity to active earthquake fault lines. On April, D11, the Utility requested that the NRC
delay final action on the Utility’s application tenew the operating licenses for Diablo Canyon $Jhiaind 2 that are scheduled to expire in
2024 and 2025 until after the Utility completes nesismic studies and submits a report to the NRZesding the results of those studies.

The Utility may be required to incur additional @apexpenditures and other expenses to addrese@myseismic safety requirements,
backup power requirements, or other requiremertistiie NRC may impose following its regulatory ewior following the submission of the
completed seismic studies for Diablo Canyon. TheCNRay order the Utility to cease its nuclear operet until any such safety concerns are
addressed or the NRC may determine that the sedetyerns cannot be addressed and order the Wtilitgase operating Diablo Canyon.
Alternatively, the Utility may determine that thafety concerns cannot be remedied in a feasibleeaadomic manner and voluntarily cease
operations at Diablo Canyon. Further, dependintherresults of the license renewal process, the B&®@ deny the license renewal
applications requiring nuclear operations to ceelsen the current licenses expire.

In addition the Utility may incur significant aditihal expense to comply with more stringent lawd segulations that may be adopted
by the NRC regarding the storage, handling, sequaitd disposal of radioactive materials, includspgnt nuclear fuel. If the Utility determir
that it cannot comply with such new laws or regolad in a feasible and economic manner it may Jaltly cease operations at Diablo
Canyon.
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If the Utility is unable to recover costs it incucsrespond to safety concerns or if the Utilitased its nuclear operations, PG&E
Corporation’s and the Utility’s financial conditipresults of operations and cash flows could beerradly and adversely affected.

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

During the quarter ended March 31, 2011, PG&E Ceafan made equity contributions totaling $65 roiflito the Utility in order to
maintain the 52% common equity component of its CRuithorized capital structure and to ensure tiatlhtility has adequate capital to fund
its capital expenditures. Neither PG&E Corporatian the Utility made any sales of unregistered gogecurities during the quarter ended
March 31, 2011.

Issuer Purchases of Equity Securities

During the quarter ended March 31, 2011, PG&E Ceafpon did not redeem or repurchase any sharesmifron stock outstanding.
During the quarter ended March 31, 2011, the Ytdid not redeem or repurchase any shares of itsusseries of preferred stock outstand

ITEM 5. OTHER INFORMATION
Ratio of Earnings to Fixed Charges and Ratio of Earings to Combined Fixed Charges and Preferred StocRividends

The Utility’s earnings to fixed charges ratio faetthree months ended March 31, 2011 was 2.56Utiliy’s earnings to combined
fixed charges and preferred stock dividends ratidte three months ended March 31, 2011 was Zd statement of the foregoing ratios,
together with the statements of the computatiohefforegoing ratios filed as Exhibits 12.1 and?1l2ereto, are included herein for the purpose
of incorporating such information and Exhibits itihe Utility’s Registration Statement Nos. 33-6248&1 333172394 relating to various ser
of the Utility’s first preferred stock and its seninotes, respectively.

PG&E Corporation’s earnings to fixed charges ré&iothe three months ended March 31, 2011 was ZHd statement of the
foregoing ratio, together with the statement of¢hmputation of the foregoing ratio filed as Exhit2.3 hereto, is included herein for the
purpose of incorporating such information and Eithitio PG&E Corporation’s Registration Statemert [833-172393 relating to its senior
notes.
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ITEM 6. EXHIBITS
Bylaws of PG&E Corporation amended as of May 1,12
Bylaws of Pacific Gas and Electric Company ameratedf May 1, 201.
Form of Restricted Stock Unit Agreement for 201amgs under the PG&E Corporation 2006 L-Term Incentive Pla
Form of Performance Share Agreement for 2011 gramdger the PG&E Corporation 2006 L-Term Incentive Pla
Computation of Ratios of Earnings to Fixed Charfge$acific Gas and Electric Compa

Computation of Ratios of Earnings to Combined Figdtarges and Preferred Stock Dividends for PaGifis and Electric
Company

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

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

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

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

Certifications of the Chief Executive Officer arrebtChief Financial Officer of Pacific Gas and Etec€ompany required b
Section 906 of the Sarbal-Oxley Act of 200z

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docun

XBRL Taxonomy Extension Labels Linkbase Documnr

**+101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

Management contract or compensatory agreer

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

Pursuant to Rule 406T of SEC Regulatic-T, these interactive data files are deemed nal filepart of a registration statement
prospectus for purposes of Sections 11 or 12 oS#wirities Act of 1933 or Section 18 of the SemgiExchange 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 &xga Act of 1934, the registrants have duly catisiedQuarterly Report on Form
10-Q to be signed on their behalf by the undergighereunto duly authorized.

Dated: May 4, 2011

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)
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Exhibit 3.1
Bylaws
of

PG&E Corporation
amended as of May 1, 2011

Avrticle I.
SHAREHOLDERS.

1. Place of Meeting. All meetings of the shareholders shall be helthatoffice of the Corporation in the
City and County of San Francisco, State of Califror at such other place, within or without that8& of California, €
may be designated by the Board of Directors.

2. Annual Meetings. The annual meeting of shareholders shall be éedth year on a date and at a time
designated by the Board of Directors.

Written notice of the annual meeting shall be gimenless than ten (or, if sent by third-class pthitty) nor
more than sixty days prior to the date of the nmgeto each shareholder entitled to vote theread.nidtice shall state
the place, day, and hour of such meeting, and timagters which the Board, at the time of mailingends to present
for action by the shareholders.

Notice of any meeting of the shareholders shafjisen by mail or telegraphic or other written commuation,
postage prepaid, to each holder of record of thekstntitled to vote thereat, at his address, agpears on the books
the Corporation.

At an annual meeting of shareholders, only suclnless shall be conducted as shall have been pyoperl
brought before the annual meeting. To be propedydght before an annual meeting, business musj bpdcified in
the notice of the annual meeting (or any supplertiezreto) given by or at the direction of the Boand(ii) otherwise
properly brought before the annual meeting by aedtwder. For business to be properly brought leefor annual
meeting by a shareholder, including the nominatibany person (other than a person nominated lay tire direction
of the Board) for election to the Board, the shaléér must have given timely and proper writtenceto the
Corporate Secretary of the Corporation. To be tjtble shareholder’s written notice must be reakaethe principal
executive office of the Corporation not less thamyf-five days before the date corresponding tontlading date of the
notice and proxy materials for the prior year’'s @armeeting of shareholders; provided, howevet,itlthe annual
meeting to which the shareholderiritten notice relates is to be held on a daae differs by more than thirty days fri
the date of the last annual meeting of sharehgltleesshareholder’s written notice to be timely trhesso received not
later than the close of business on the tentr



following the date on which public disclosure o tiiate of the annual meeting is made or givendoe$iolders. Any
shareholder’s written notice that is delivered ratite close of business (5:00 p.m. local time) blconsidered
received on the following business day. To be prape shareholder’s written notice must set faghio each matter
the shareholder proposes to bring before the anmeating (a) a brief description of the businessrdd to be brought
before the annual meeting, (b) the name and addféke shareholder as they appear on the Corpatatbooks,

(c) the class and number of shares of the Corpordtiat are beneficially owned by the shareholded, (d) any
material interest of the shareholder in such bsing addition, if the shareholder’s written netrelates to the
nomination at the annual meeting of any persorlection to the Board, such notice to be propertralse set forth
(a) the name, age, business address, and residédieess of each person to be so nominated, (lprithapal
occupation or employment of each such personh&htmber of shares of capital stock of the Cotpmrdeneficially
owned by each such person, and (d) such othemmafttwn concerning each such person as would beregqunder the
rules of the Securities and Exchange Commissi@groxy statement soliciting proxies for the electof such person
as a Director, and must be accompanied by a cqregned by each such person, to serve as a Direfctbe
Corporation if elected. Notwithstanding anythinghe Bylaws to the contrary, no business shalldrelacted at an
annual meeting except in accordance with the pruoresdset forth in this Section.

3. Special Meetings. Special meetings of the shareholders shall Hecchl the Corporate Secretary or an
Assistant Corporate Secretary at any time on asfifre Board of Directors, the Chairman of the Biodine Vice
Chairman of the Board, the Chairman of the Exeeu@ommittee, the Chief Executive Officer, or thedtdent. Speci.
meetings of the shareholders shall also be caljdtidoCorporate Secretary or an Assistant Corp@ateetary upon tl
written request of holders of shares entitled &t cat less than ten percent of the votes at treginge Such request
shall state the purposes of the meeting, and bbalkelivered to the Chairman of the Board, the \@bairman of the
Board, the Chairman of the Executive Committee Ghef Executive Officer, the President, or the i2oate Secretar

A special meeting so requested shall be held odaterequested, but not less than thirty-fivemore than
sixty days after the date of the original requeégtiten notice of each special meeting of sharedi@dstating the place,
day, and hour of such meeting and the busines®peajto be transacted thereat, shall be givereimdmner stipulate
in Article I, Section 2, Paragraph 3 of these Bydamithin twenty days after receipt of the writteguest.

4. Voting at Meetings. At any meeting of the shareholders, each holflezanrd of stock shall be entitl:
to vote in person or by proxy. The authority ofypes must be evidenced by a written document sidpyeithe
shareholder and must be delivered to the Corp&ateetary of the Corporation prior to the commerer@of the
meeting.



5. Shareholder Action by Written Consent.Subject to Section 603 of the California Corponagi€ode,
any action which, under any provision of the Catifa Corporations Code, may be taken at any aroruspecial
meeting of shareholders may be taken without aingeand without prior notice if a consent in wrdirsetting forth th
action so taken, shall be signed by the holdemutdtanding shares having not less than the minimumber of votes
that would be necessary to authorize or take satbreat a meeting at which all shares entitleddt® thereon were
present and voted.

Any party seeking to solicit written consent frohaseholders to take corporate action must delivestee to
the Corporate Secretary of the Corporation whicfuests the Board of Directors to set a record fdateetermining
shareholders entitled to give such consent. Sudtewrequest must set forth as to each mattepanty proposes for
shareholder action by written consents (a) a lol@stcription of the matter and (b) the class andbarrof shares of the
Corporation that are beneficially owned by the esjung party. Within ten days of receiving the resfun the proper
form, the Board shall set a record date for thentakf such action by written consent in accordanith California
Corporations Code Section 701 and Article 1V, Sect of these Bylaws. If the Board fails to seeeord date within
such ten-day period, the record date for deterrgishmareholders entitled to give the written con$enthe matters
specified in the notice shall be the day on whighfirst written consent is given in accordancénv@alifornia
Corporations Code Section 701.

Each written consent delivered to the Corporatiastnset forth (a) the action sought to be takenthgy name
and address of the shareholder as they appeaed@attporation’s books, (c) the class and numbshafes of the
Corporation that are beneficially owned by the shatder, (d) the name and address of the proxyhalatdorized by
the shareholder to give such written consent, pliagble, and (d) any material interest of the shalder or
proxyholder in the action sought to be taken.

Consents to corporate action shall be valid foraximum of sixty days after the date of the earldeged
consent delivered to the Corporation. Consents lmeaevoked by written notice (i) to the Corporatii) to the
shareholder or shareholders soliciting conseng®liciting revocations in opposition to action lynsent proposed by
the Corporation (the “Soliciting Shareholders”) (i) to a proxy solicitor or other agent desigedtoy the Corporation
or the Soliciting Shareholders.

Within three business days after receipt of théestrdated consent solicited by the Soliciting f8halders an
delivered to the Corporation in the manner provigle@alifornia Corporations Code Section 603 ordeéermination
by the Board of Directors of the Corporation ttreg Corporation should seek corporate action bytewitonsent, as ti
case may be, the Corporate Secretary shall engdigmally recognized independent inspectors ofteles for the
purpose of performing a ministerial review of tredidity of the consents and revocations. The cbsttaining
inspectors of election shall be borne by the Caton.



Consents and revocations shall be delivered tondpectors upon receipt by the Corporation, théciiolg
Shareholders or their proxy solicitors, or othesigeated agents. As soon as consents and revceeatiemeceived, the
inspectors shall review the consents and revocaton shall maintain a count of the number of vafid unrevoked
consents. The inspectors shall keep such counidesnial and shall not reveal the count to the Goxpion, the
Soliciting Shareholder or their representativesaroy other entity. As soon as practicable afteretwdier of (i) sixty
days after the date of the earliest dated consdivieded to the Corporation in the manner provige@alifornia
Corporations Code Section 603, or (ii) a writteguest therefor by the Corporation or the SolicitBitareholders
(whichever is soliciting consents), notice of whrelguest shall be given to the party opposing deitation of
consents, if any, which request shall state treQrporation or Soliciting Shareholders, as tte2caay be, have a
good faith belief that the requisite number of dand unrevoked consents to authorize or takedtenaspecified in
the consents has been received in accordanceheitle Bylaws, the inspectors shall issue a prelipireport to the
Corporation and the Soliciting Shareholders statfagthe number of valid consents, (b) the nunadbesalid
revocations, (c) the number of valid and unrevoéaaksents, (d) the number of invalid consents,Henumber of
invalid revocations, and (f) whether, based onrtheliminary count, the requisite number of valitd unrevoked
consents has been obtained to authorize or takactien specified in the consents.

Unless the Corporation and the Soliciting Sharedsldhall agree to a shorter or longer periodCihygoratior
and the Soliciting Shareholders shall have forghthours to review the consents and revocatiodd@advise the
inspectors and the opposing party in writing awhether they intend to challenge the preliminaporée of the
inspectors. If no written notice of an intentioncteallenge the preliminary report is received witfarty-eight hours
after the inspectors’ issuance of the preliminaport, the inspectors shall issue to the Corpanatind the Soliciting
Shareholders their final report containing the infation from the inspectors’ determination withpest to whether the
requisite number of valid and unrevoked consentsatdained to authorize and take the action sjgekifi the
consents. If the Corporation or the Soliciting &maiders issue written notice of an intention tallédmge the
inspectors’ preliminary report within forty-eighotirs after the issuance of that report, a challeegsion shall be
scheduled by the inspectors as promptly as prdéicA transcript of the challenge session shalideerded by a
certified court reporter. Following completion bktchallenge session, the inspectors shall as glpagppracticable
issue their final report to the Soliciting Sharetesk and the Corporation, which report shall contiaé information
included in the preliminary report, plus all chasgethe vote totals as a result of the challengkaacertification of
whether the requisite number of valid and unrevat@usents was obtained to authorize or take theraspecified in
the consents. A copy of the final report of theperors shall be included in the book in whichgheceedings of
meetings of shareholders are recorded.

Unless the consent of all shareholders entitlatte have been solicited in writing, the Corponatihall give
prompt notice to the shareholders in accordande @atlifornia Corporations Code Section 603 of #mutts of any
consent solicitation or the taking of the corpomatgon without a meeting and by less than unangswautten consent.
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Article 1I.
DIRECTORS.

1. Number . As stated in paragraph | of Article Third of ti@srporation’s Articles of Incorporation, the
Board of Directors of this Corporation shall cohsiksuch number of directors, not less than s¢¥gnor more than
thirteen (13). The exact number of directors shalten (10) until changed, within the limits spedfabove, by an
amendment to this Bylaw duly adopted by the Bodrdigectors or the shareholders.

2. Powers. The Board of Directors shall exercise all the poswof the Corporation except those which are
by law, or by the Articles of Incorporation of th@orporation, or by the Bylaws conferred upon serged to the
shareholders.

3. Committees. The Board of Directors may, by resolution adogige majority of the authorized
number of directors, designate and appoint oneayermmommittees as the Board deems appropriate ,cemdisting of
two or more directors, to serve at the pleasutb@Board; provided, however, that, as requirethisyCorporation’s
Articles of Incorporation, the members of the Exe@Committee (should the Board of Directors deatg an
Executive Committee) must be appointed by theraHiive vote of two-thirds of the authorized numbgdirectors.
Any such committee, including the Executive Comeditshall have the authority to act in the manndrta the extent
provided in the resolution of the Board of Direstdesignating such committee and may have allutteadty of the
Board of Directors, except with respect to the eratset forth in California Corporations Code Sst811.

4, Time and Place of Directors’ Meetings Regular meetings of the Board of Directors shalheld on
such days and at such times and at such locatsosisadl be fixed by resolution of the Board, origeated by the
Chairman of the Board or, in his absence, the @hairman of the Board, the Chief Executive Officarthe President
of the Corporation and contained in the noticergf such meeting. Notice of meetings shall be dediggersonally or
sent by mail or telegram at least seven days ARk

5. Special Meetings. The Chairman of the Board, the Vice ChairmarhefBoard, the Chairman of the
Executive Committee, the Chief Executive Offickie President, or any five directors may call a sp@&ceeting of the
Board of Directors at any time. Notice of the tiare place of special meetings shall be given tb &aector by the
Corporate Secretary. Such notice shall be delivpezdonally or by telephone (or other system durietogy designed
to record and communicate messages, includingnfélesielectronic mail, or other such means) to daichctor at least
four hours in advance of such meeting, or senirsy-élass mail or telegram, postage prepaid,astlavo days in
advance of such meeting.



6. Quorum . A quorum for the transaction of business at aegtng of the Board of Directors or any
committee thereof shall consist of one-third of éluéhorized number of directors or committee membartwo,
whichever is larger.

7. Action by Consent. Any action required or permitted to be taken sy Board of Directors may be
taken without a meeting if all Directors individlyabr collectively consent in writing to such actidSuch written
consent or consents shall be filed with the minofebe proceedings of the Board of Directors.

8. Meetings by Conference TelephoneAny meeting, regular or special, of the Boardakctors or of
any committee of the Board of Directors, may belhml conference telephone or similar communicagignipment,
provided that all Directors participating in theetiag can hear one another.

9. Majority Voting. In any uncontested election, nominees receivingtfienative vote of a majority of
the shares represented and voting at a duly heddimgeat which a quorum is present (which sharémgaffirmatively
also constitute at least a majority of the requagadrum) shall be elected. In any election thatotsan uncontested
election, the nominees receiving the highest nurobaffirmative votes of the shares entitled tovbéed for them, up i
the number of directors to be elected by thoseeshahall be elected; votes against a directovates withheld shall
have no legal effect.

For purposes of these Bylaws, “uncontested elettimans an election of directors of the Corporation
which, at the expiration of the times fixed undetide |, Section 2 of these Bylaws requiring adsamotification of
director nominees, or for special meetings, atithe notice is given of the meeting at which thecibn is to occur, tr
number of nominees for election does not exceeduhgber of directors to be elected by the sharehsldt that
election.

If an incumbent director fails, in an uncontestégt&on, to receive the vote required to be eleateatcordanc
with this Article 1l, Section 9, then, unless timeumbent director has earlier resigned, the tersuoh incumbent
director shall end on the date that is the eanli€a) ninety (90) days after the date on whichwbtng results are
determined pursuant to Section 707 of the Calitof@orporations Code, or (b) the date on which tbard of Directors
selects a person to fill the office held by thakedior in accordance with the procedures set farthese Bylaws and
Section 305 of the California Corporations Code.



Article IlI.
OFFICERS.

1. Officers . The officers of the Corporation shall be eledtgdhe Board of Directors and include a
President, a Corporate Secretary, a Treasurether such officers as required by law. The BoarBiogctors also may
elect one or more Vice Presidents, Assistant Satest Assistant Treasurers, and other such offiaemay be
appropriate, including the offices described beldwy number of offices may be held by the samegers

2. Chairman of the Board . The Chairman of the Board shall be a membereBtbard of Directors and
preside at all meetings of the shareholders, obihectors, and of the Executive Committee in theemce of the
Chairman of that Committee. The Chairman of therBahall have such duties and responsibilities ag Ipe
prescribed by the Board of Directors or the BylaWse Chairman of the Board shall have authoritgigm on behalf of
the Corporation agreements and instruments of eslayacter, and, in the absence or disability efGhief Executive
Officer, shall exercise the Chief Executive Offisattuties and responsibilities.

3. Vice Chairman of the Board. The Vice Chairman of the Board shall be a menolbéne Board of
Directors and have such duties and responsibikisamay be prescribed by the Board of DirectoesQhairman of the
Board, or the Bylaws. In the absence of the Chairofahe Board, the Vice Chairman of the Board Isra@side at all
meetings of the Board of Directors and of the ghalers; and, in the absence of the Chairman oEx#seutive
Committee and the Chairman of the Board, the Vibai@han of the Board shall preside at all meetofghe
Executive Committee. The Vice Chairman of the Baardll have authority to sign on behalf of the @ogpion
agreements and instruments of every character.

4. Chairman of the Executive Committee. The Chairman of the Executive Committee shak lmeembe
of the Board of Directors and preside at all megtiaf the Executive Committee. The Chairman ofkecutive
Committee shall aid and assist the other officethié performance of their duties and shall hawh sher duties as
may be prescribed by the Board of Directors orBiiaws.

5. Chief Executive Officer. The Chief Executive Officer shall have such du#ied responsibilities as m
be prescribed by the Board of Directors, the Chairmof the Board, or the Bylaws. If there be no @han of the
Board, the Chief Executive Officer shall also ex@dhe duties and responsibilities of that offitke Chief Executive
Officer shall have authority to sign on behalflo¢ tCorporation agreements and instruments of esresacter. In the
absence or disability of the President, the Chiefdative Officer shall exercise the President’seduand
responsibilities.



6. President. The President shall have such duties and redpbiiss as may be prescribed by the Board
of Directors, the Chairman of the Board, the Chigécutive Officer, or the Bylaws. If there be noi€lExecutive
Officer, the President shall also exercise theedudind responsibilities of that office. The Presiddall have authority
to sign on behalf of the Corporation agreementsiastduments of every character.

7. Chief Financial Officer . The Chief Financial Officer shall be responsiiolethe overall management
of the financial affairs of the Corporation. Thei€ftFinancial Officer shall render a statementraf Corporation’s
financial condition and an account of all transatsi whenever requested by the Board of DirectbesChairman of th
Board, the Vice Chairman of the Board, the Chieéé&txrive Officer, or the President.

The Chief Financial Officer shall have such othaties as may from time to time be prescribed byBbard of
Directors, the Chairman of the Board, the Vice @han of the Board, the Chief Executive Officer, Bresident, or th
Bylaws.

8. General Counsel. The General Counsel shall be responsible for liendn behalf of the Corporation
all proceedings and matters of a legal nature.Géeeral Counsel shall render advice and legal @uoshe Board of
Directors, officers, and employees of the Corporgtas necessary to the proper conduct of the &éssiihe General
Counsel shall keep the management of the Corparatformed of all significant developments of adegature
affecting the interests of the Corporation.

The General Counsel shall have such other dutiesagdrom time to time be prescribed by the Bodrd o
Directors, the Chairman of the Board, the Vice @han of the Board, the Chief Executive Officer, Bresident, or th
Bylaws.

9. Vice Presidents. Each Vice President shall have such duties aspbresibilities as may be prescribed
by the Board of Directors, the Chairman of the Bio#ne Vice Chairman of the Board, the Chief ExeeuOfficer, the
President, or the Bylaws. Each Vice President’batly to sign agreements and instruments on betfdkfe
Corporation shall be as prescribed by the Boaididctors. The Board of Directors, the Chairmanhaf Board, the
Vice Chairman of the Board, the Chief Executivei€if, or the President may confer a special tigeruany Vice
President.

10. Corporate Secretary. The Corporate Secretary shall attend all meetfdlse Board of Directors and
the Executive Committee, and all meetings of theediolders, and the Corporate Secretary shalladegberminutes of
all proceedings in books to be kept for that puepd$ie Corporate Secretary shall be responsiblemé&antaining a
proper share register and stock transfer bookalfatasses of shares issued by the Corporatioa.Gdrporate
Secretary shall give, or cause to be given, altestrequired either by law or the Bylaws. The @oape Secretary shi
keep the seal of the Corporation in safe custoulg,shall affix the seal of the Corporation to amgtiument requiring it
and shall attest the same by the Corporate Segetagnature.
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The Corporate Secretary shall have such otherslasenay be prescribed by the Board of Directbes, t
Chairman of the Board, the Vice Chairman of therBpthe Chief Executive Officer, the Presidentthe Bylaws.

The Assistant Corporate Secretaries shall perfach sluties as may be assigned from time to timeéy
Board of Directors, the Chairman of the Board, Wiee Chairman of the Board, the Chief Executivei€f, the
President, or the Corporate Secretary. In the a@lesendisability of the Corporate Secretary, thepOoate Secretary’s
duties shall be performed by an Assistant Corpdsateretary.

11. Treasurer . The Treasurer shall have custody of all moneysfands of the Corporation, and shall
cause to be kept full and accurate records of pexand disbursements of the Corporation. The Treashall deposit
all moneys and other valuables of the Corporatiothé name and to the credit of the Corporatiosuich depositaries
as may be designated by the Board of Directorsaipreaployee of the Corporation designated by thar@of
Directors. The Treasurer shall disburse such fafidise Corporation as have been duly approvedisinulsement.

The Treasurer shall perform such other duties gsfroa time to time be prescribed by the Board aEbtors,
the Chairman of the Board, the Vice Chairman ofBbard, the Chief Executive Officer, the Presidéms, Chief
Financial Officer, or the Bylaws.

The Assistant Treasurers shall perform such dasemay be assigned from time to time by the Boérd o
Directors, the Chairman of the Board, the Vice @han of the Board, the Chief Executive Officer, Bresident, the
Chief Financial Officer, or the Treasurer. In thes@nce or disability of the Treasurer, the Treagudeities shall be
performed by an Assistant Treasurer.

12. Controller . The Controller shall be responsible for maintagnihe accounting records of the
Corporation and for preparing necessary finanepbrts and statements, and the Controller shatiguhp account for
all moneys and obligations due the Corporationahgroperties, assets, and liabilities of the @oation. The
Controller shall render to the officers such peidaeéports covering the result of operations of @wgporation as may
be required by them or any one of them.

The Controller shall have such other duties as fraay time to time be prescribed by the Board ofebiors,
the Chairman of the Board, the Vice Chairman ofBbard, the Chief Executive Officer, the Presidém, Chief
Financial Officer, or the Bylaws. The Controlleaditbe the principal accounting officer of the Caoration, unless
another individual shall be so designated by tharBof Directors.
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Article V.
MISCELLANEOUS.

1. Record Date. The Board of Directors may fix a time in the fig@as a record date for the determination
of the shareholders entitled to notice of and te\ai any meeting of shareholders, or entitlectteive any dividend or
distribution, or allotment of rights, or to exereigghts in respect to any change, conversionxdnange of shares. The
record date so fixed shall be not more than sigtyless than ten days prior to the date of suchingeaor more than
sixty days prior to any other action for the pugm$or which it is so fixed. When a record dateddixed, only
shareholders of record on that date are entitlesbtice of and to vote at the meeting, or entittedeceive any dividend
or distribution, or allotment of rights, or to egise the rights, as the case may be.

2. Certificates; Direct Registration System. Shares of the Corporatiantapital stock may be certifical
or uncertificated, as provided under California.l&vay certificates that are issued shall be signgtie name of the
Corporation by the Chairman of the Board, the \@t®irman of the Board, the President, or a VicsiBemt and by
the Chief Financial Officer, an Assistant Treasutiee Corporate Secretary, or an Assistant Segratartifying the
number of shares and the class or series of sheugsd by the shareholder. Any or all of the sigregwon the
certificate may be a facsimile. In case any offid@ansfer Agent, or Registrar who has signed avsgthfacsimile
signature has been placed upon a certificate ha# ceased to be such officer, Transfer AgerRegistrar before
such certificate is issued, it may be issued byQbmoration with the same effect as if such persere an officer,
Transfer Agent, or Registrar at the date of isSirares of the Corporation’s capital stock may bhisevidenced by
registration in the holder’s name in uncertificatedokentry form on the books of the Corporation in adenice with
direct registration system approved by the Seesriind Exchange Commission and by the New YorkkSachange
or any securities exchange on which the stockefQbrporation may from time to time be traded.

Transfers of shares of stock of the Corporatiorl stleamade by the Transfer Agent and Registratherbboks
of the Corporation after receipt of a request \pitbper evidence of succession, assignment, or atytho transfer by
the record holder of such stock, or by an attotaesully constituted in writing, and in the casesbbck represented by
a certificate, upon surrender of the certificatgbj8ct to the foregoing, the Board of Directorslishave power and
authority to make such rules and regulations slsatl deem necessary or appropriate concerningshe, transfer, and
registration of shares of stock of the Corporateng to appoint and remove Transfer Agents andsieags of transfer
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3. Lost Certificates . Any person claiming a certificate of stock tolbst, stolen, mislaid, or destroyed
shall make an affidavit or affirmation of that faatd verify the same in such manner as the BoaBdrettors may
require, and shall, if the Board of Directors squiees, give the Corporation, its Transfer AgeRisgistrars, and/or
other agents a bond of indemnity in form approveddunsel, and in amount and with such suretiesasbe
satisfactory to the Corporate Secretary of the @@ron, before a new certificate (or uncertifichghares in lieu of a
new certificate) may be issued of the same tendrfanthe same number of shares as the one altedeai/e been lost,
stolen, mislaid, or destroyed.

Article V.
AMENDMENTS.

1. Amendment by Shareholders Except as otherwise provided by law, these Bylawsny of them,
may be amended or repealed or new Bylaws adoptéoebgffirmative vote of a majority of the outstargishares
entitled to vote at any regular or special meetihthe shareholders.

2. Amendment by Directors. To the extent provided by law, these Bylaws,or af them, may be
amended or repealed or new Bylaws adopted by resoladopted by a majority of the members of thar@af
Directors; provided, however, that amendments tckrll, Section 9 of these Bylaws, and any otBglaw provision
that implements a majority voting standard for cioe elections (excepting any amendments intenoednform those
Bylaw provisions to changes in applicable laws)idbmamended by the shareholders of the Corparatsoprovided in
Section 1 of this Article V.

11



Exhibit 3.2

Bylaws
of
Pacific Gas and Electric Company
amended as of May 1, 2011

Article I.
SHAREHOLDERS.

1. Place of Meeting. All meetings of the shareholders shall be heldhataffice of the Corporation in the C
and County of San Francisco, State of Californiagtsuch other place, within or without the Stt€alifornia, as ma
be designated by the Board of Directors.

2. Annual Meetings.The annual meeting of shareholders shall be held y@ar on a date and at a time
designated by the Board of Directors.

Written notice of the annual meeting shall be gimenless than ten (or, if sent by third-class pthitty) nor
more than sixty days prior to the date of the nmgeto each shareholder entitled to vote thereat.nidtice shall state
the place, day, and hour of such meeting, and tinagters which the Board, at the time of mailimgends to present
for action by the shareholders.

Notice of any meeting of the shareholders shafjisen by mail or telegraphic or other written commumation,
postage prepaid, to each holder of record of thekstntitled to vote thereat, at his address, agpears on the books
the Corporation.

At an annual meeting of shareholders, only suclnless shall be conducted as shall have been pyoperl
brought before the annual meeting. To be propedudght before an annual meeting, business musj bpdcified in
the notice of the annual meeting (or any supplertieeto) given by or at the direction of the Boand(ii) otherwise
properly brought before the annual meeting by aedtwder. For business to be properly brought leefor annual
meeting by a shareholder, including the nominatibany person (other than a person nominated lay tire direction
of the Board) for election to the Board, the shaléér must have given timely and proper writtengeto the
Corporate Secretary of the Corporation. To be tjtble shareholder’s written notice must be reakaethe principal
executive office of the Corporation not less thamyf-five days before the date corresponding tontlading date of the
notice and proxy materials for the prior year’'s @gameeting of shareholders; provided, howevet,itlthe annual
meeting to which the shareholderiritten notice relates is to be held on a daae differs by more than thirty days fri
the date of the last annual meeting of sharehgltleesshareholder’s written notice to be timely trhesso received not
later than the close of business on the tentt



following the date on which public disclosure o tiiate of the annual meeting is made or givendoe$iolders. Any
shareholder’s written notice that is delivered ratite close of business (5:00 p.m. local time) blconsidered
received on the following business day. To be prape shareholder’s written notice must set faghio each matter
the shareholder proposes to bring before the anmeating (a) a brief description of the businessrdd to be brought
before the annual meeting, (b) the name and addféke shareholder as they appear on the Corpatatbooks,

(c) the class and number of shares of the Corpordtiat are beneficially owned by the shareholded, (d) any
material interest of the shareholder in such bsing addition, if the shareholder’s written netrelates to the
nomination at the annual meeting of any persorlection to the Board, such notice to be propertralse set forth
(a) the name, age, business address, and residédieess of each person to be so nominated, (lprithapal
occupation or employment of each such personh&htmber of shares of capital stock of the Cotpmrdeneficially
owned by each such person, and (d) such othemmafttwn concerning each such person as would beregqunder the
rules of the Securities and Exchange Commissi@groxy statement soliciting proxies for the electof such person
as a Director, and must be accompanied by a cqregned by each such person, to serve as a Direfctbe
Corporation if elected. Notwithstanding anythinghe Bylaws to the contrary, no business shalldrelacted at an
annual meeting except in accordance with the pruoresdset forth in this Section.

3. Special Meetings Special meetings of the shareholders shall becchlfghe Corporate Secretary or an
Assistant Corporate Secretary at any time on asfifre Board of Directors, the Chairman of the Biodéine Vice
Chairman of the Board, the Chairman of the Exeeu@ommittee, the Chief Executive Officer, or thedtdent. Speci.
meetings of the shareholders shall also be caljdtidoCorporate Secretary or an Assistant Corp@ateetary upon tl
written request of holders of shares entitled &t cat less than ten percent of the votes at treginge Such request
shall state the purposes of the meeting, and bbalkelivered to the Chairman of the Board, the \@bairman of the
Board, the Chairman of the Executive Committee Ghef Executive Officer, the President or the Qogte Secretary.

A special meeting so requested shall be held odaterequested, but not less than thirty-fivemore than
sixty days after the date of the original requeégtiten notice of each special meeting of sharedi@dstating the place,
day, and hour of such meeting and the busines®peajto be transacted thereat, shall be givereimdmner stipulate
in Article I, Section 2, Paragraph 3 of these Bydamithin twenty days after receipt of the writteguest.

4. Voting at Meetings.At any meeting of the shareholders, each holdeeadrd of stock shall be entitled to
vote in person or by proxy. The authority of prexmaust be evidenced by a written document signatidoghareholder
and must be delivered to the Corporate Secretattyeo€orporation prior to the commencement of tleeting.
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5.  No Cumulative Voting. No shareholder of the Corporation shall be entittedumulate his or her voting
power.

Article II.
DIRECTORS.

1. Number. The Board of Directors of this Corporation shalhsist of such number of directors, not less
than nine (9) nor more than seventeen (17). Thetewxanber of directors shall be eleven (11) urtdrmged, within the
limits specified above, by an amendment to thisaBytiuly adopted by the Board of Directors or tharsholders.

2. Powers.The Board of Directors shall exercise all the p@aadrthe Corporation except those which are by
law, or by the Articles of Incorporation of this poration, or by the Bylaws conferred upon or resdrto the
shareholders.

3. Committees.The Board of Directors may, by resolution adopted mmajority of the authorized numbel
directors, designate and appoint one or more com@esitas the Board deems appropriate, each cogsutiwo or mort
directors, to serve at the pleasure of the Boaxkjiged, however, that, as required by this Corponé Articles of
Incorporation, the members of the Executive Congrif{should the Board of Directors designate an likex
Committee) must be appointed by the affirmativeevafttwo-thirds of the authorized number of direstdny such
committee, including the Executive Committee, shalle the authority to act in the manner and tettent provided
in the resolution of the Board of Directors desigmasuch committee and may have all the authofitye Board of
Directors, except with respect to the matters@ghfin California Corporations Code Section 311.

4. Time and Place of Directors’ MeetingsRegular meetings of the Board of Directors shalhékl on sucl
days and at such times and at such locations #ddshfaxed by resolution of the Board, or desigrthby the Chairman
of the Board or, in his absence, the Vice Chairofathe Board, the Chief Executive Officer, or the$ident of the
Corporation and contained in the notice of any sueleting. Notice of meetings shall be delivere¢peally or sent by
mail or telegram at least seven days in advance.

5. Special MeetingsThe Chairman of the Board, the Vice Chairman ofBbard, the Chairman of the
Executive Committee, the Chief Executive Offickie President, or any five directors may call a gpp@ceeting of the
Board of Directors at any time. Notice of the tiare place of special meetings shall be given tb &aector by the
Corporate Secretary. Such notice shall be delivpezdonally or by telephone (or other system durietogy designed
to record and communicate messages, includingnfélesielectronic mail, or other such means) to daichctor at least
four hours in advance of such meeting, or senirsy-élass mail or telegram, postage prepaid,astlavo days in
advance of such meeting.



6. Quorum. A quorum for the transaction of business at anytimg®f the Board of Directors or any
committee thereof shall consist of one-third of éliéhorized number of directors or committee mebartwo,
whichever is larger.

7. Action by Consent.Any action required or permitted to be taken byBloard of Directors may be taken
without a meeting if all Directors individually @pllectively consent in writing to such action. Sweritten consent or
consents shall be filed with the minutes of thecpedlings of the Board of Directors.

8. Meetings by Conference TelephoneAny meeting, regular or special, of the Board afedtors or of any
committee of the Board of Directors, may be helctbgference telephone or similar communication ggeint,
provided that all Directors participating in theetiag can hear one another.

9. Majority Voting. In any uncontested election, nominees receivingthiemative vote of a majority of the
shares represented and voting at a duly held ngeatiwhich a quorum is present (which shares vatffignatively
also constitute at least a majority of the requigadrum) shall be elected. In any election thatosan uncontested
election, the nominees receiving the highest nurobaffirmative votes of the shares entitled tovbéed for them, up i
the number of directors to be elected by thoseeshahall be elected; votes against a directovates withheld shall
have no legal effect.

For purposes of these Bylaws, “uncontested elettimans an election of directors of the Corporation
which, at the expiration of the times fixed undetide |, Section 2 of these Bylaws requiring adsamotification of
director nominees, or for special meetings, atithe notice is given of the meeting at which thecibn is to occur, tr
number of nominees for election does not exceeduhgber of directors to be elected by the sharehsldt that
election.

If an incumbent director fails, in an uncontestégt&on, to receive the vote required to be eleateatcordanc
with this Article 1l, Section 9, then, unless timeumbent director has earlier resigned, the tersuoh incumbent
director shall end on the date that is the eanli€a) ninety (90) days after the date on whichwbtng results are
determined pursuant to Section 707 of the Calitof@orporations Code, or (b) the date on which tbard of Directors
selects a person to fill the office held by thakedior in accordance with the procedures set farthese Bylaws and
Section 305 of the California Corporations Code.

10. Certain Powers Reserved to the ShareholderSo long as PG&E Corporation shall hold the majouit
the outstanding shares of the Corporation, PG&Ep@ation may require the written consent of the E33orporation
Chairman of the Board or the PG&E Corporation CEieécutive Officer to enter into and execute any
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transaction or type of transaction identified by Board of Directors of PG&E Corporation as a “[Desited
Transaction.” For purposes of this Section 10, sifpeated Transaction shall be any transactionpe of transaction
identified in a duly adopted resolution of the Bbaf Directors of PG&E Corporation as requiring thetten consent
of the PG&E Corporation Chairman of the Board & BRG&E Corporation Chief Executive Officer pursutmthis
Section 10. Notwithstanding the foregoing, nothimghis Section 10 shall limit the power of the Goration to enter
into or execute any transaction or type of transagtrior to the receipt by the Corporate Secretdrhe Corporation «
the resolution designating such transaction or tfgeansaction as a Designated Transaction put$adhis

Section 10.

Article IlI.
OFFICERS.

1. Officers. The officers of the Corporation shall be electedh®/Board of Directors and include a
President, a Corporate Secretary, a Treasureher stich officers as required by law. The BoarDioéctors also may
elect one or more Vice Presidents, Assistant Satest Assistant Treasurers, and such other offiaemay be
appropriate, including the offices described beldwy number of offices may be held by the samegers

2. Chairman of the Board. The Chairman of the Board shall be a member oBtheard of Directors and
preside at all meetings of the shareholders, obihectors, and of the Executive Committee in theemce of the
Chairman of that Committee. The Chairman of therBahall have such duties and responsibilities ag loe
prescribed by the Board of Directors or the BylaWse Chairman of the Board shall have authoritgigm on behalf of
the Corporation agreements and instruments of estegacter, and in the absence or disability ofGhief Executive
Officer, shall exercise the Chief Executive Offisaituties and responsibilities.

3. Vice Chairman of the Board.The Vice Chairman of the Board shall be a membén®Board of
Directors and have such duties and responsibikisamay be prescribed by the Board of DirectoesQhairman of the
Board, or the Bylaws. In the absence of the Chairofahe Board, the Vice Chairman of the Board Israside at all
meetings of the Board of Directors and of the shalders; and, in the absence of the Chairman oExszutive
Committee and the Chairman of the Board, The Vikaithan of the Board shall preside at all meetofgbe
Executive Committee. The Vice Chairman of the Bagrdll have authority to sign on behalf of the @ogpion
agreements and instruments of every character.

4. Chairman of the Executive Committee.The Chairman of the Executive Committee shall beeanber of
the Board of Directors and preside at all meetofghe Executive Committee. The Chairman of thedtxge
Committee shall aid and assist the other officethié performance of their duties and shall hawh sher duties as
may be prescribed by the Board of Directors orBiiaws.
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5. Chief Executive Officer. The Chief Executive Officer shall have such duéied responsibilities as may
be prescribed by the Board of Directors, the Chairmof the Board, or the Bylaws. If there be no @han of the
Board, the Chief Executive Officer shall also ex@dhe duties and responsibilities of that offitke Chief Executive
Officer shall have authority to sign on behalflo¢ tCorporation agreements and instruments of esresacter. In the
absence or disability of the President, the Chiefdative Officer shall exercise the President’seduand
responsibilities.

6. President.The President shall have such duties and respbtisgas may be prescribed by the Board of
Directors, the Chairman of the Board, the Chiefdttwe Officer, or the Bylaws. If there be no Chiefecutive Officel
the President shall also exercise the duties apbresibilities of that office. The President shll/e authority to sign
on behalf of the Corporation agreements and insgnisnof every character.

7. Vice PresidentsEach Vice President shall have such duties andnsdplities as may be prescribed by
the Board of Directors, the Chairman of the Bo#nd,Vice Chairman of the Board, the Chief Execu@fécer, the
President, or the Bylaws. Each Vice President’batly to sign agreements and instruments on betfdkfe
Corporation shall be as prescribed by the Boaididctors. The Board of Directors of this compatig Chairman of
the Board of this company, the Vice Chairman ofBloard of this company, or the Chief Executive €Hfiof PG&E
Corporation may confer a special title upon anyeizesident.

8. Corporate Secretary.The Corporate Secretary shall attend all meetifgiseoBoard of Directors and the
Executive Committee, and all meetings of the shadehis, and the Corporate Secretary shall recadniinutes of all
proceedings in books to be kept for that purpobke. Torporate Secretary shall be responsible fontaiaing a proper
share register and stock transfer books for aflsela of shares issued by the Corporation. The Gagp8ecretary shall
give, or cause to be given, all notices requirdideeiby law or the Bylaws. The Corporate Secreshall keep the seal
of the Corporation in safe custody, and shall affix seal of the Corporation to any instrument irgrgiit and shall
attest the same by the Corporate Secretary’s signat

The Corporate Secretary shall have such otherslasenay be prescribed by the Board of Directbes, t
Chairman of the Board, the Vice Chairman of therBpthe Chief Executive Officer, the Presidentthe Bylaws.

The Assistant Corporate Secretaries shall perfach sluties as may be assigned from time to timinéy
Board of Directors, the Chairman of the Board, Wi Chairman of the Board, the Chief Executivei€f, the
President, or the Corporate Secretary. In the a@lesendisability of the Corporate Secretary, thepOoate Secretary’s
duties shall be performed by an Assistant Corpdsateetary.
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9. Treasurer. The Treasurer shall have custody of all moneysfands of the Corporation, and shall cause
to be kept full and accurate records of receiptsdisbursements of the Corporation. The Treasunat deposit all
moneys and other valuables of the Corporationemtime and to the credit of the Corporation in siegositaries as
may be designated by the Board of Directors oreangloyee of the Corporation designated by the Bo&mirectors.
The Treasurer shall disburse such funds of the @atjon as have been duly approved for disbursement

The Treasurer shall perform such other duties asfroen time to time be prescribed by the Board akbtors,
the Chairman of the Board, the Vice Chairman ofBbard, the Chief Executive Officer, the Presidenthe Bylaws.

The Assistant Treasurer shall perform such dusasay be assigned from time to time by the Board of
Directors, the Chairman of the Board, the Vice @han of the Board, the Chief Executive Officer, Bresident, or th
Treasurer. In the absence or disability of the Juear, the Treasurer’s duties shall be performedrbgssistant
Treasurer.

10. General Counsel.The General Counsel shall be responsible for hagdin behalf of the Corporation all
proceedings and matters of a legal nature. The iGe@eunsel shall render advice and legal coumstild Board of
Directors, officers, and employees of the Corporatas necessary to the proper conduct of the &éssiihe General
Counsel shall keep the management of the Corparatformed of all significant developments of adegature
affecting the interests of the Corporation.

The General Counsel shall have such other dutiesagdrom time to time be prescribed by the Bodrd o
Directors, the Chairman of the Board, the Vice @han of the Board, the Chief Executive Officer, Bresident, or th
Bylaws.

11. Controller. The Controller shall be responsible for maintainimg accounting records of the Corpora
and for preparing necessary financial reports éagments, and the Controller shall properly actémmall moneys
and obligations due the Corporation and all pragerassets, and liabilities of the Corporatione Tontroller shall
render to the officers such periodic reports cawgethe result of operations of the Corporation ay tve required by
them or any one of them.

The Controller shall have such other duties as fraay time to time be prescribed by the Board ofebiors,
the Chairman of the Board, the Vice Chairman ofBbard, the Chief Executive Officer, the Presidenthe Bylaws.
The Controller shall be the principal accountinficefr of the Corporation, unless another individsiagdll be so
designated by the Board of Directors.



Article V.
MISCELLANEOUS.

1. Record Date.The Board of Directors may fix a time in the fut@®a record date for the determination of
the shareholders entitled to notice of and to @bt@ny meeting of shareholders, or entitled toivecany dividend or
distribution, or allotment of rights, or to exereigghts in respect to any change, conversionxdnange of shares. The
record date so fixed shall be not more than sigtyless than ten days prior to the date of suchingeaor more than
sixty days prior to any other action for the pugmor which it is so fixed. When a record datedadixed, only
shareholders of record on that date are entitlewbtice of and to vote at the meeting, or entittedeceive any dividend
or distribution, or allotment of rights, or to egise the rights, as the case may be.

2. Certificates; Direct Registration System.Shares of the Corporation’s stock may be certédair
uncertificated, as provided under California lamy/Acertificates that are issued shall be signeademame of the
Corporation by the Chairman of the Board, the \@twirman of the Board, the President, or a VicsiBemt and by
the Chief Financial Officer, an Assistant Treasutiee Corporate Secretary, or an Assistant Segratartifying the
number of shares and the class or series of sheugsd by the shareholder. Any or all of the sigregwon the
certificate may be a facsimile. In case any offid@ansfer Agent, or Registrar who has signed avsgthfacsimile
signature has been placed upon a certificate ha# ceased to be such officer, Transfer AgerRegistrar before
such certificate is issued, it may be issued byQbmoration with the same effect as if such persere an officer,
Transfer Agent, or Registrar at the date of isSirares of the Corporation’s capital stock may bhisevidenced by
registration in the holder’s name in uncertificatedokentry form on the books of the Corporation in ademice with
direct registration system approved by the Seesriind Exchange Commission and by the Americark &Eochange
or any securities exchange on which the stockefQbrporation may from time to time be traded.

Transfers of shares of stock of the Corporatiorl stleamade by the Transfer Agent and Registratherbboks
of the Corporation only after receipt of a requeish proper evidence of succession, assignmerguthority to transfer
by the record holder of such stock, or by an aggrdawfully constituted in writing, and in the casfestock represented
by a certificate, upon surrender of the certific&ebject to the foregoing, the Board of Directsall have power and
authority to make such rules and regulations slsatl deem necessary or appropriate concerningshe, transfer, and
registration of certificates for shares of stockhs Corporation, and to appoint and remove Trasfents and
Registrars of transfers.

3. Lost Certificates. Any person claiming a certificate of stock to bst)stolen, mislaid, or destroyed shall
make an affidavit or affirmation of that fact anekiy the same in such manner as the Board of Riregnay require,
and shall, if the Board



of Directors so requires, give the CorporationTitansfer Agents, Registrars, and/or other agebhtsnd of indemnity i
form approved by counsel, and in amount and witthswreties as may be satisfactory to the Corp&ateetary of the
Corporation, before a new certificate (or unceséifed shares in lieu of a new certificate) maysiseed of the same
tenor and for the same number of shares as thalleyed to have been lost, stolen, mislaid, orrdget.

Article V.
AMENDMENTS.

1. Amendment by ShareholdersExcept as otherwise provided by law, these Bylawgny of them, may
be amended or repealed or new Bylaws adopted bgftinemative vote of a majority of the outstandisigares entitled
vote at any regular or special meeting of the di@ders.

2.  Amendment by Directors.To the extent provided by law, these Bylaws, or ahthem, may be amended
or repealed or new Bylaws adopted by resolutiorptatbby a majority of the members of the Board wé€iors;
provided, however, that amendments to Article d¢t®ns 9 and 10 of these Bylaws, and any otheawyrovision
that implements a majority voting standard for clioe elections (excepting any amendments intendedform those
Bylaw provisions to changes in applicable laws)Iidb@amended by the shareholders of the Corparatsoprovided in
Section 1 of this Article V.



Exhibit 10.1

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

RESTRICTED STOCK UNIT GRANT

PG&E CORPORATION , a California corporation, hereby grants Restdc&ock Units to tr
Recipient named below. The Restricted Stock Uratgehbeen granted under the PG&E Corporation 200@{Iermn
Incentive Plan, as amended (the “LTIPThe terms and conditions of the Restricted StockdUare set forth in th
cover sheet and in the attached Restricted StogkAdmeement (the “Agreement”).

Date of Grant: March 1, 20

Name of Recipient

Recipien’s Participant ID:

Number of Restricted Stock Unit:

By accepting this award, you agree to all of thene and conditions described in
the attached Agreement. You and PG&E Corporatiornreg to execute such further
instruments and to take such further action as magasonably be necessary to
carry out the intent of the attached Agreement. Yare also acknowledging receipt
of this Grant, the attached Agreement, and a cogtlee prospectus describing the
LTIP and the Restricted Stock Units dated March2011.

Attachment



The LTIP and
Other
Agreements

Grant of
Restricted Stock
Units

Vesting of
Restricted Stock
Units

Dividends

Settlement

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

RESTRICTED STOCK UNIT AGREEMENT

This Agreement constitutes the entire understantieigveen you and PG&E Corporal
regarding the Restricted Stock Units, subject eotdrms of the LTIP. Any prior agreeme
commitments, or negotiations are superseded. Iretleat of any conflict or inconsister
between the provisions of this Agreement and th&L.The LTIP shall govern. Capitaliz
terms that are not defined in this Agreement arfenee in the LTIP. In the event of a
conflict between the provisions of this Agreememid ahe PG&E Corporation Offic
Severance Policy, this Agreement shall govern.gtmposes of this Agreement, employn
with PG&E Corporation shall mean employment withy anember of the Participati
Company Groug

PG&E Corporation grants you the number of Restli@eock Units shown on the cover sl
of this Agreement. The Restricted Stock Units argext to the terms and conditions of
Agreement and the LTII

As long as you remain employed with PG&E Corporgtid0 percent of the total numbe
Restricted Stock Units originally subject to thigrAement, as shown above on the ¢
sheet, will vest on the first business day of Mas€leach of the first, second and third y:
following the Date of Grant, and the additional g€rcent of the total number of share
Restricted Stock Units will vest on the on thetfibsisiness day of March of the fourth y
following the Date of Grant (collectively, the “Noal Vesting Schedule”)The amouni
payable upon each vesting date are hereby desthsaparate payments for purposes of (
Section 409A. Except as described below, all Rsestti Stock Units subject to t
Agreement which have not vested upon terminationyair employment shall then

automatically cancelled. As set forth below, thestReted Stock Units may vest earlier u
the occurrence of certain ever

Restricted Stock Units will accrue Dividend Equesatls in the event cash dividends are
with respect to PG&E Corporation common stock hgwanrecord date prior to the date
which the Restricted Stock Units are settled. SDehdend Equivalents will be convert
into cash and paid, if at all, upon settlementefunderlying Restricted Stock Uni

Vested Restricted Stock Units will be settled in @gual number of shares of PG
Corporation common stock, subject to the satisfactf Withholding Taxes, as descril
below. PG&E Corporation shall issue shares as ssqgoracticable after the Restricted S
Units vest in accordance with the Normal Vestingetule (but not later than sixty (60) d
after the applicable vesting date); provided, hasvethat such issuance shall, if earlier
made with respect to all of your outstanding vefedtricted Stock Units (after giving eff
to the vesting provisior



Voluntary
Termination

Retirement

Termination for
Cause

Termination
other than for
Cause

Death/Disability

described below) as soon as practicable afternbulater than sixty (60) days after) the ear
to occur of your (1) Disability (as defined undepde Section 409A), (2) death or
“separation from servicewithin the meaning of Code Section 409A within Zggefollowing
Change in Contro

In the event of your voluntary termination (othlean Retirement), all unvested Restricted S
Units will be cancelled on the date of terminati

In the event of your Retirement, unvested Restli@eck Units will continue to vest and
settled pursuant to the Normal Vesting Scheduléhgut regard to the requirement that yol
employed), subject to the earlier settlement proms of this Agreement; provided, howe
that in the event of your Retirement within 2 yefokowing a Change in Control, all of yc
Restricted Stock Units shall vest and be settledoas as practicable after (but not later
sixty (60) days after) the date of such event. imluntary termination of employment will
considered to be a Retirement if you are both &gerolder on the date of termination ar
you were employed by PG&E Corporation for at |dast consecutive years ending on the
of termination of your employmer

If your employment with PG&E Corporation is termied at any time by PG&E Corporat
for cause, all unvested Restricted Stock Units blcancelled on the date of terminatior
general, termination for “causefieans termination of employment because of dishpne
criminal offense or violation of a work rule, andlivike determined by and in the sole discre
of PG&E Corporation

If your employment with PG&E Corporation is termied by PG&E Corporation other than
cause and you are an officer in Bands, Bny unvested Restricted Stock Units that woahz
vested during the period of the “Severance Multiplader the Officer Severance Policy °
continue to vest and be settled pursuant to thenldb¥esting Schedule (without regard to
requirement that you be employed), subject to thdies settlement provisions of t
Agreement. In the event of your involuntary terntim@a other than for cause, if you are no
officer in Bands 15, any unvested Restricted Stock Units that woaldehvested within the .
months following such termination had your employmeontinued will continue to vest and
settled pursuant to the Normal Vesting Scheduléh@wit regard to the requirement that yol
employed), subject to the earlier settlement proms of this Agreement. All other unves
Restricted Stock Units will be cancelled unless ry¢ermination of employment was
connection with a Change in Control as provideawe

In the event of your death or Disability while yare employed, all of your Restricted St
Units shall vest and be settled as soon as pra@dticter (but not later than sixty (60) d
after) the date of such event. If yc
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death or Disability occurs following the terminatiof your employment and your Restric
Stock Units are then outstanding under the termasdfiethen all of your vested Restricted S
Units plus any Restricted Stock Units that wouldéhatherwise vested during any contin
vesting period hereunder shall be settled as se@mnagcticable after (but not later than sixty
days after) the date of your death or Disabi

Termination Due to (1) If your employment is terminated (other thamntmation for cause, your volunt:
Disposition of termination, or your Retirement) by reason of aedtiture or change in control of a subsid
Subsidiary of PG&E Corporation, which divestiture or changeciontrol results in such subsidiary
longer qualifying as a subsidiary corporation un8ection 424(f) of the Internal Revenue C
of 1986, as amended (the “CodeQr (2) if your employment is terminated (other t
termination for cause, your voluntary termination,your Retirement) coincident with the ¢
of all or substantially all of the assets of a sdiasy of PG&E Corporation, the Restricted St
Units shall vest and be settled in the same maasidor a “Termination other than for Cause”
described above

Change in In the event of a Change in Control, the survivimgntinuing, successor, or purchas

Control corporation or other business entity or parentabkgras the case may be (the “Acquitoy,
may, without your consent, either assume or costiRG&E Corporatiors rights an
obligations under this Agreement or provide a sutislly equivalent award in substitution
the Restricted Stock Units subject to this Agreeimen

If the Restricted Stock Units are neither assumed gontinued by the Acquiror or if t
Acquiror does not provide a substantially equivalaward in substitution for the Restric
Stock Units, all of your unvested Restricted Stabkts shall automatically vest immediat
preceding and contingent on, the Change in Corgnal be settled in accordance with
Normal Vesting Schedule, subject to the earlietesaent provisions of this Agreeme

Termination In If you separate from service (other than termimafiar cause, your voluntary termination
Connection witha  your Retirement) in connection with a Change in @adrwithin three months before the Cha
Change in in Control occurs, all of your outstanding Res#&wctStock Units (including Restricted St
Control Units that you would have otherwise forfeited aftee end of the continued vesting per

shall automatically vest on the date of the Chang@ontrol and will be settled in accorda
with the Normal Vesting Schedule (without regardthie requirement that you be employ
subject to the earlier settlement provisions o thgreement. In the event of such a separ
in connection with a Change in Control within tweays following the Change in Control, y
Restricted Stock Units (to the extent they did pi@viously vest upon, for example, failure
the Acquiror to assume or continue this Award) lshatomatically vest on the date of s
separation and will be settled as soon as pradticter (but not later than sixty (60) days a
the date of such separation. PG&E Corporation shalle the sole discretion to detern
whether termination of your employment was madeoinnection with a Change in Cont
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Delay PG&E Corporation shall delay the issuance of argresh of common stock to the extent
necessary to comply with Section 409A(a)(2)(B)fittee Code (relating to payments mad
certain “key employees” of certain publidsaded companies); in such event, any shar
common stock to which you would otherwise be editduring the six (6) month peri
following the date of your “separation from serviaender Section 409A (or shorter pel
ending on the date of your death following suchasatpon) will instead be issued on the -
business day following the expiration of the apgihie delay perioc

Withholding The number of shares of PG&E Corporation commougkstbat you are otherwise entitlec

Taxes receive upon settlement of Restricted Stock Unitsb& reduced by a number of shares ha
an aggregate Fair Market Value, as determined b&HEGorporation, equal to the amoun
any Federal, state, or local taxes of any kind irequby law to be withheld by PGé
Corporation in connection with the Restricted Stddkits determined using the applice
minimum statutory withholding rates, including sadcsecurity and Medicare taxes due ul
the Federal Insurance Contributions Act and theif@ala State Disability Insurance 1
(“Withholding Taxes”).If the withheld shares were not sufficient to dgtigour minimun
Withholding Taxes, you will be required to pay, sson as practicable, including throi
additional payroll withholding, any amount of thati¥olding Taxes that is not satisfied by
withholding of shares described abo

Leaves of For purposes of this Agreement, if you are on apraped leave of absence from PC

Absence Corporation, or a recipient of PG&E Corporation sgpared disability benefits, you w
continue to be considered as employed. If you doreturn to active employment upon
expiration of your leave of absence or the exmratf your PG&E Corporation sponso
disability benefits, you will be considered to haxgtuntarily terminated your employment. !
above under “Voluntary Termination.”

Notwithstanding the foregoing, if the leave of aixse exceeds six (6) months, and a retu
service upon expiration of such leave is not guaexh by statute or contract, then you she
deemed to have had a “separation from seriicepurposes of any Restricted Stock Units
are settled hereunder upon such separation. Textieat an authorized leave of absence i¢

to a medically determinable physical or mental impant that can be expected to resu
death or to last for a continuous period of attless (6) months and such impairment ca
you to be unable to perform the duties of your fomsiof employment or any substanti
similar position of employment, the six (6) montéripd in the prior sentence shall be twenty
nine (29) months
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Voting and Other
Rights

No Retention Rights

Applicable Law

PG&E Corporation reserves the right to determinectvkeaves of absence will be considere
continuing employment and when your employment teabes for all purposes under i
Agreement

You shall not have voting rights with respect te fRestricted Stock Units until the date
underlying shares are issued (as evidenced by ppat® entry on the books of PG
Corporation or its duly authorized transfer age

This Agreement is not an employment agreement aed dot give you the right to be retai
by PG&E Corporation. Except as otherwise provideém applicable employment agreernr
PG&E Corporation reserves the right to terminataryemployment at any time and for
reason

This Agreement will be interpreted and enforcedairttie laws of the State of Californ
A-5



Exhibit 10.2

PG&E CORPORATION
2006 LONG-TERM INCENTIVE PLAN

PERFORMANCE SHARE GRANT

PG&E CORPORATION , a California corporation, hereby grants Perforogarshares to tl
Recipient named below. The Performance Shares bese granted under the PG&E Corporation 2006 Lbergr
Incentive Plan, as amended (the “LTIPThe terms and conditions of the Performance Stareset forth in this cov
sheet and the attached Performance Share AgreétherifAgreement”).

Date of Grant: March 1, 20

Name of Recipient.

Recipient’s Participant ID:

Number of Performance Share

By accepting this award, you agree to all of thenes and conditions described in
the attached Agreement. You and PG&E Corporatiornreg to execute such further
instruments and to take such further action as magasonably be necessary to
carry out the intent of the attached Agreement. Yare also acknowledging receipt
of this Grant, the attached Agreement, and a cogtlee prospectus describing the
LTIP and the Performance Shares dated March 1, 2011

Attachment



The LTIP and
Other
Agreements

Grant of
Performance
Shares

Vesting of
Performance
Shares

Settlement in
Shares

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

This Agreement constitutes the entire understandietyveen you and PG&E Corporat
regarding the Performance Shares, subject to ttmestef the LTIP. Any prior agreemer
commitments or negotiations are superseded. Inetrent of any conflict or inconsister
between the provisions of this Agreement and théPLThe LTIP shall govern. Capitaliz
terms that are not defined in this Agreement afmeél@ in the LTIP. In the event of any conf
between the provisions of this Agreement and th&PGorporation Officer Severance Poli
this Agreement shall govern. The LTIP provides @@mmittee with discretion to adjust
performance award formula.

For purposes of this Agreement, employment with EG8orporation shall mean employm
with any member of the Participating Company Gr

PG&E Corporation grants you the number of PerforteaBhares shown on the cover she
this Agreement. The Performance Shares are subgjethe terms and conditions of t
Agreement and the LTII

As long as you remain employed with PG&E Corporatihe Performance Shares will ves
the first business day of March (the “Vesting Datf’the third year following the date of gr
specified in the cover sheet. Except as descrileéaly all Performance Shares subject to
Agreement that have not vested shall be forfeifmhuermination of your employmel

Vested performance shares will be settled in shafeBG&E Corporation common sto
subject to the satisfaction of Withholding Taxes dascribed below. The number of shares
are entitled to receive will be calculated by npilting the number of vested Performa
Shares by th“settlement percenta” determined as follows

Upon the Vesting Date, PG&E Corporation’s totalrehalder return (“TSR”will be compare
to the TSR of the twelve other companies in PG&EpGmtion’s comparator grougfor the
prior three calendar years (the “Performance P&rid8ubject to rounding considerations
PG&E Corporation’s TSR falls below the 2percentile of the comparator group the settlel
percentage will be 0%; if PG&E Corporation’s TSRaisthe 25 percentile, the settleme
percentage will be 25%; if PG&E Corporation’s TSRait the 75 percentile, the settleme
percentage will be 100%; and if PG&E Corporat®il'SR is in the top rank, the settlen
percentage will be 200%. The following table setshf the settlement percentages for the «
TSR rankings that could be achie\based ot

1 The current Performance Comparator Group consisthe following companies: American Electric Powé&pnsolidated Edison, D1
Energy, Duke Energy, NiSource, Inc., Northeastitif, Pinnacle West Capital, Progress Energy, [8aat Company, SCANA Cor|
Wisconsin Energy Corp., and Xcel Energy. PG&E Coafion reserves the right to change the compariegpasing the comparator groug

any time.



Dividends

Voluntary
Termination

Termination for
Cause

PG&E Corporatio’s TSR rank within the comparator groi

Number of Companies in
Total (Including PG&E Corporation) - 13

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

The final settlement percentage, if any, will béedmined as soon as practicable following
date that the Compensation Committee of the PG&Ep@ation Board of Directors certifi
the TSR percentile rank over the Performance Peyioduant to Section 10.5(a) of the L1
PG&E Corporation will issue shares as soon as igedile after such determination, but
earlier than the Vesting Date, and not later thaty $60) days after the Vesting Da

Each time that PG&E Corporation declares a dividendits shares of common stock,
amount equal to the dividend multiplied by the nemdf Performance Shares granted to yc
this Agreement shall be accrued on your behaljolf receive a Performance Share settle
in accordance with the preceding paragraph, atghate time you also shall receive a
payment equal to the amount of any dividends accwith respect to your Performance Sh
over the Performance Period multiplied by the saetdement percentage used to determin
number of shares you are entitled to receive,yt

If you terminate your employment with PG&E Corpavatvoluntarily before the Vesting D:
(other than for Retirement), all of the Performasteres shall be cancelled as of the de
such termination and any dividends accrued witlpeesto your Performance Shares sha
forfeited.

If your employment with PG&E Corporation is termied at any time by PG&E Corporat
for cause before the Vesting Date, all of the Rerénce Shares shall be cancelled as of the
of such termination and any dividends accrued vadpect to your Performance Shares shi
forfeited. In general, termination for “causeieans termination of employment becaus
dishonesty, a criminal offense or violation of arlwoule, and will be determined by and in
sole discretion of PG&E Corporatic



Termination
other than for
Cause

Retirement

Death/Disability

Termination
Due to
Disposition of
Subsidiary

If your employment with PG&E Corporation is termied by PG&E Corporation other than
cause before the Vesting Date, your unvested Redioce Shares will vest proportionally be
on the number of months during the PerformanceoBatat you were employed (roun:
down) divided by the number of months in the Penfmance Period (36 months). All otl
outstanding Performance Shares (and any assocaiedied dividends) shall be cance
unless your termination of employment was in cotinacvith a Change in Control as provit
below. Your vested Performance Shares will beesktif at all, as soon as practicable afte
Vesting Date based on the same settlement pereeatggied to active employees and in
event within sixty (60) days of the Vesting Datel that time you also shall receive a
payment, if any, equal to the amount of dividendsraed over the Performance Period
respect to your vested Performance Shares mudlipjethe same settlement percentage us
determine the number of shares you are entitleddeive, if any

If you retire before the Vesting Date, your outstiag Performance Shares will continue to
as though your employment had continued and wilsétled, if at all, as soon as practic:
following the Vesting Date and in any event witlsinty (60) days of the Vesting Date. At
same time you also shall also receive a cash paynfiemy, equal to the amount of divide
accrued over the Performance Period with respepbiio Performance Shares multiplied by
same settlement percentage used to determine thieemwf shares you are entitled to recein
any. You will be considered to have retired if yamg age 55 or older on the date of termin:
and if you were employed by PG&E Corporation foteast five consecutive years ending
the date of termination of your employme

If your employment terminates due to your deatldisability before the Vesting Date, all
your Performance Shares shall immediately vest aildbe settled, if at all, as soon
practicable after the Vesting Date and in any ewetitin sixty (60) days of the Vesting D:
based on the same settlement percentage appliadtit®@ employees. At that same time
also shall receive a cash payment, if any, equdah@éoamount of dividends accrued over
Performance Period with respect to your Perform&iwaes multiplied by the same settler
percentage used to determine the number of shatearg entitled to receive, if ar

If your employment is terminated (other than foug@ or your voluntary termination) by rea
of a divestiture or change in control of a subsidief PG&E Corporation, which divestiture
change in control results in such subsidiary n@ésnqualifying as a subsidiary corpora
under Section 424(f) of the Internal Revenue Coll€l@86, as amended, or (2) if y
employment is terminated (other than for causeonr yoluntary termination) coincident w
the sale of all or substantially all of the assetsa subsidiary of PG&E Corporation,

Performance Shares shall vest proportionally basedhe number of months during

Performance Period that you were employed (rounltieeh) divided by the number of mon
in the Performance Period (36 months). All othetstanding Performance Shares (and
associated accrued dividends) shall automaticatlycéncelled upon such termination. Y
vested Performance Shares will be settled, iflagglsoon as practicable after the Vesting I



and in any event within sixty (60) days of the VWegtDate, based on the same settlel
percentage applied to active employees. At thateséime you also shall receive a c
payment, if any, equal to the amount of dividendsraed over the Performance Period
respect to your vested Performance Shares multipjethe same settlement percentage us
determine the number of shares you are entitleddeive, if any

Change in In the event of a Change in Control, the survivigntinuing, successor, or purchas

Control corporation or other business entity or parentabkgras the case may be (the “Acquito},
may, without your consent, either assume or costiRG&E Corporatiors rights an
obligations under this Agreement or provide a satislly equivalent award in substitution
the Performance Shares subject to this Agreemietite IAcquiror assumes or continues PC
Corporations rights and obligations under this Agreement obsstutes a substantia
equivalent award, TSR shall be calculated by aggieg (a) the TSR of PG&E Corporation
the period from January 1 of the year of granth® date of the Change in Control, and (b
TSR of the Acquiror from the date of the Chang€antrol to the last calendar day of the »
preceding the Vesting Date. The settlement pergenteflected in the table set forth above
the highest percentile TSR performance met or elestevhen calculated on that basis,
considering any adjustments to the comparator grailpbe used to determine the numbe
shares, if any, you are entitled to receive upottleseent of the assumed, continuec
substituted award, which settlement shall occisoas as practicable after the Vesting Date
in any event within sixty (60) days of the VestiDgte. At that time you also shall receiv
cash payment, if any, equal to the amount of dmide accrued with respect to y
Performance Shares over the Performance Periodpiredtby the same settlement percen
used to determine the number of shares you areeelntio receive, if any.

If the Change in Control of PG&E Corporation occhefore the original Vesting Date, an
this Award is neither assumed nor continued byAbguiror or if the Acquiror does not provi
a substantially equivalent award in substitution fiee Performance Shares subject to
Agreement, all of your outstanding Performance &hahall automatically vest and bec
nonforfeitable on the date of the Change in Contgaich vested Performance Shares wi
settled, if at all, as soon as practicable follgyvihe original Vesting Date and in any e\
within sixty (60) days of the original Vesting DafEhe settlement percentage, if any, wil
based on PG&E CorporatiecnTSR for the period from January 1 of the yeggraht to the da
of the Change in Control compared to the TSR ofdier companies in PG&E Corporatien’
comparator groupfor the same period. At the same time you alsd see¢ive a cash payme
if any, equal to the amount of dividends accruethwespect to your Performance Shares t
date of the Change in Control multiplied by the easettlement percentage used to deter
the number of shareyou are entitled to receive, if ar

2 The current Performance Comparator Group consisthe following companies: American Electric Pow€&onsolidated Edison, D1
Energy, Duke Energy, NiSource, Inc., Northeast ifiif, Pinnacle West Capital, Progress Energy, I8sat Company, SCANA Cor|
Wisconsin Energy Corp., and Xcel Energy. PG&E Caafion reserves the right to change the compariagpdsing the comparator groug
any time.



Termination In
Connection with
a Change in
Control

Withholding
Taxes

Leaves of
Absence

If your employment is terminated by PG&E Corporat@ther than for cause in connection \
a Change in Control within within two years followi the Change in Control, all of y¢
outstanding Performance Shares (to the extentditeyot previously vest upon failure of
Acquiror to assume or continue this Award) shatbauatically vest and become nonforfeite
on the date of termination of your employment. duy employment is terminated by PG
Corporation other than for cause in connection withhange in control within three mor
before the change in control occurs, all of yourtstanding performance shares
automatically vest in full and become nonforfeifihcluding the portion that you would hi
otherwise forfeited based on the proration of @gierformance shares through the da
termination of your employment) as of the date bé tchange in control. Your ves
Performance Shares will be settled, if at all,@msas practicable following the original Ves'
Date and in any event within sixty (60) days of Westing Date and will be based on the s
settlement percentage applied to active employées.shall also at that time receive a ¢
payment, if any, equal to the amount of dividendsraed over the Performance Period
respect to your vested Performance Shares multipjethe same settlement percentage us
determine the number of shares you are entitleddeive, if any. PG&E Corporation shall h
the sole discretion to determine whether termimatad your employment was made
connection with a Change in Contr

The number of shares of PG&E Corporation commougkstbat you are otherwise entitlec
receive upon settlement of Performance Sharedbwiteduced by a number of shares havir
aggregate Fair Market Value, as determined by PG&Eporation, equal to the amount of
Federal, state, or local taxes of any kind requingthw to be withheld by PG&E Corporatior
connection with the Performance Shares determirsuguhe applicable minimum statut
withholding rates, including social security anddvare taxes due under the Federal Insul
Contributions Act and the California State Disabilinsurance tax (“Withholding Taxes”)
the withheld shares were not sufficient to satisfyr minimum Withholding Taxes, you will
required to pay, as soon as practicable, includimgugh additional payroll withholding, a
amount of the Withholding Taxes that is not saigfby the withholding of shares descri
above.

For purposes of this Agreement, if you are on apraped leave of absence from PC
Corporation, or a recipient of PG&E Corporation sgpared disability benefits, you w
continue to be considered as employed. If you doreturn to active employment upon
expiration of your leave of absence or the exmratf your PG&E Corporation sponso
disability benefits, you will be considered to haxgduntarily terminated your employment. .
above under “Voluntary Termination.”

PG&E Corporation reserves the right to determinectvkeaves of absence will be considere
continuing employment and when your employment teates for all purposes under f
Agreement



No Retention This Agreement is not an employment agreement aed dot give you the right to be retai
Rights by PG&E Corporation. Except as otherwise provideém applicable employment agreernr

PG&E Corporation reserves the right to terminataryemployment at any time and for
reason

Applicable Law This Agreement will be interpreted and enforcedairttie laws of the State of Californ



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

Three Months

Ended
March 31, Year Ended December 31

2011 2010 2009 2008 2007 2006
Earnings:
Net income $201 $1,127 $1,25( $1,19¢ $1,02¢ $985
Income taxes provisio 131 574 482 48¢ 571 602
Fixed charge 213 79¢ 817 86C 88¢ 801
Total Earnings $54F $2,49¢  $2,54¢ $2,547 $2,48¢ $2,388
Fixed Charges:
Interest on sho-term borrowings and loi-term debt, ne $19¢ $731 $75¢4 $79¢4 $83¢ $770
Interest on capital leas 4 18 19 22 23 11
AFUDC debt 10 50 44 44 32 20
Total Fixed Charges $213 $79¢ $817 $86( $88¢ $801
Ratios of Earnings to Fixed Charge: 2.5€ 3.12 3.12 2.9¢ 2.7¢ 2.98

Note: For the purpose of computing Pacific Gas Bledtric Compan's ratios of earnings to fixed charges, “earninggiresent net income adjusted for the income arflmsn equity
investees of less than 100% owned affiliates, gdmitindistributed income or losses of less thath %@vned affiliates, income taxes and fixed chafgesluding capitalized interest). “Fixed
charges” include interest on long-term debt andtsieom borrowings (including a representative jworiof rental expense), amortization of bond premidiscount and expense, interest on
capital leases, AFUDC debt, and earnings requoexbver the preferred stock dividend requirementseferred security distribution requirementsnafiority-owned trust. Fixed charges
exclude 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

Three Months

Ended
March 31, Year Ended December 31
2011 2010 2009 2008 2007 2006

Earnings:
Net income $ 201 $1,121 $1,25C $1,19¢ $1,02¢ $ 985
Income taxes provisio 131 574 482 48¢ 571 602
Fixed charge 213 79¢ 817 86C 88¢ 801
Total Earnings $ b4t  $2,49¢  $2,54¢  $2547 $2,48¢  $2,388
Fixed Charges:
Interest on sha-term borrowings and loi-term debt, ne  $ 19¢ $ 731 $ 754 $ 794 $ 834 $ 770
Interest on capital leas 4 18 19 22 23 11
AFUDC debt 10 50 44 44 32 20
Total Fixed Charges $ 21 $ 79¢ $ 817 $ 8C $ 83 $ 801
Preferred Stock Dividends:
Tax deductible dividend 2 9 9 9 9 12
Pre-tax earnings required to cover non-tax dedigctib

preferred stock dividend requireme 2 7 7 7 8 3
Total Preferred Stock Dividends 4 16 16 16 17 15
Total Combined Fixed Charges and Preferred Stoc

Dividends $ 217 $ 81E $ 83 $ 87€ $ 90€ $ 816
Ratios of Earnings to Combined Fixed Charges an

Preferred Stock Dividends 2.51 3.0€ 3.0€ 2.91 2.7 2.93

Note: For the purpose of computing Pacific GasBledtric Compan’s ratios of earnings to combined fixed charges edlerred stock dividends, “earnings” represemnimsome adjusted
for the income or loss from equity investees of ldsn 100% owned affiliates, equity in undistréguiincome or losses of less than 50% owned aé#idhcome taxes and fixed charges
(excluding capitalized interest). “Fixed charge®lude interest on long-term debt and short-termdyaings (including a representative portion ofteéexpense), amortization of bond
premium, discount and expense, interest on cdpiaaks, AFUDC debt, and earnings required to citveepreferred stock dividend requirements and prediesecurity distribution
requirements of majority-owned trust. “Preferreacktdividends” represent tax deductible dividendd pre-tax earnings that are required to pay thieleinds on outstanding preferred
securities. Fixed charges exclude interest onislities.



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

Three Months

Ended
March 31, Year Ended December 31
2011 2010 2009 2008 2007 2006

Earnings:
Income from continuing operatiol $202 $1,11: $1,23¢ $1,19¢ $1,02( $1,005
Income taxes provisio 124 547 46C 42F 53¢ 554
Fixed charge 222 85C 877 907 937 845
Pre-tax earnings required to cover the preferred s

dividend of consolidated subsidiari (4) (16) (16) (16) (17) (15)
Total Earnings $54¢ $2,49: $2,55¢ $2,51« $2,47¢ $2,389
Fixed Charges:
Interest and amortization of premiums, discounts

capitalized expenses related to stterth borrowings ar

long-term debt, ne $20E $76¢€ $79¢ $82¢ $86E $799
Interest on capital leas 4 18 19 22 23 11
AFUDC debt 10 50 44 44 32 20
Pre-tax earnings required to cover the preferred s

dividend of consolidated subsidiari 4 16 16 16 17 15
Total Fixed Charges $22: $85( $871 $901 $93i $845
Ratios of Earnings to Fixed Charge: 2.44 2.92 2.91 2.71 2.6t 2.83

Note: For the purpose of computing PG&E Corporé's ratios of earnings to fixed charges, “earninggiresent income from continuing operations adjuiieincome taxes, fixed charges
(excluding capitalized interest), and pre-tax ezgairequired to cover the preferred stock divideihconsolidated subsidiaries. “Fixed charges” idelinterest on long-term debt and short-
term borrowings (including a representative portddmental expense), amortization of bond premidiscount and expense, interest on capital leadeldXC debt, and earnings required to
cover preferred stock dividends of consolidatedsiliaries. Fixed charges exclude interest on &hillties.



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

[, C. Lee Cox, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q for the quarter ended March 31, 2011 of PG&E Gmation;

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistate a material fact necessar
make the statements made, in light of the circuntets. under which such statements were made, ntgauisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

The registrar's other certifying officer and | are responsible stablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as definin Exchange Act Rules 13&(f)
and 15-15(f)) for the registrant and hay

a. Designed such disclosure controls and procedumesaosed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

b. Designed such internal control over financial réipgr; or caused such internal control over finahéporting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting anle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c.  Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbis report our conclusions about
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in the regi’s internal control over financial reporting thattomed during the registré' <
most recent fiscal quarter (the registrarfdurth quarter in the case of an annual repb&) has materially affected, or is reason
likely to materially affect, the registré s internal control over financial reporting; &

The registrans other certifying officer and | have disclosedséxon our most recent evaluation of internal abmiver financial reportini

to the registrar’s auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)

a. All significant deficiencies and material weaknesgethe design or operation of internal controéwofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refmahcial information; ant

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrarst’
internal control over financial reportin

Date: May 4, 201 C.LEE COX

C. Lee Cox
Interim Chairman, Chief Executive Officer, and Rdesat



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

[, Kent M. Harvey, certify that:

1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended March 31, 2011 of PG&E Gmation;
2. Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistete a material fact necessar
make the statements made, in light of the circuntets. under which such statements were made, ntgauisg with respect to the per
covered by this repor
3. Based on my knowledge, the financial statementd, @ther financial information included in this repdfairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep
4. The registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as definin Exchange Act Rules 13&(f)
and 15-15(f)) for the registrant and hay
a. Designed such disclosure controls and procedunmesaoesed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

b. Designed such internal control over financial réipgr, or caused such internal control over finahé@orting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting antle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c. Evaluated the effectiveness of the regis’s disclosure controls and procedures and pres@nte report our conclusions about
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in the regi’s internal control over financial reporting thattomed during the registré' <
most recent fiscal quarter (the registrarfdurth quarter in the case of an annual repbet) has materially affected, or is reason
likely to materially affect, the registré s internal control over financial reporting; &

5. The registrar's other certifying officer and | have disclosedsdxon our most recent evaluation of internal @dmiver financial reportin
to the registrar’s auditors and the audit committee of regis’s board of directors (or persons performing theedgnt functions)

a. All significant deficiencies and material weaknesgethe design or operation of internal controémwofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

b. Any fraud, whether or not material, that involveamagement or other employees who have a significaatin the registra’s
internal control over financial reportin

Date: May 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)

[, Christopher P. Johns, certify that:

1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended March 31, 2011 of Pacifis @nd Electric Compan
2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistete a material fact necessar
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this repor
3. Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep
4. The registrang other certifying officer and | are responsible dstablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateinal control over financial reporting (as definin Exchange Act Rules 13&(f)
and 15-15(f)) for the registrant and hay
a. Designed such disclosure controls and procedumresaonsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidaubsidiaries, is made known tc
by others within those entities, particularly dgrite period in which this report is being prepa
b. Designed such internal control over financial réipgr, or caused such internal control over finahg@orting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting anle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip
c. Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbi report our conclusions about
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation;
d. Disclosed in this report any change in the regi’s internal control over financial reporting thattomred during the registré' <
most recent fiscal quarter (the registrarfdurth quarter in the case of an annual repb&) has materially affected, or is reason
likely to materially affect, the registré s internal control over financial reporting; &
5. The registrar's other certifying officer and | have disclosedsdxon our most recent evaluation of internal @dmiver financial reportin
to the registrar’s auditors and the audit committee of regis’s board of directors (or persons performing thewedent functions)
a. All significant deficiencies and material weaknesgethe design or operation of internal controémwofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ant
b. Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registra’s
internal control over financial reportin
Date: May 4, 201 CHRISTOPHER P. JOHN

Christopher P. Johr
Presiden



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

I, Sara A. Cherry, certify that:

1.
2.

| have reviewed this Quarterly Report on Forn-Q for the quarter ended March 31, 2011 of Pacifis @nd Electric Compan

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistete a material fact necessar
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

The registrar's other certifying officer and | are responsible stablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as definin Exchange Act Rules 13&(f)
and 15-15(f)) for the registrant and hay

a.

Designed such disclosure controls and procedunesaosed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidaubsidiaries, is made known tc
by others within those entities, particularly dgyithe period in which this report is being prepa

Designed such internal control over financial réjpgr, or caused such internal control over finahé@orting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting antle preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantéd report our conclusions about
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation;

Disclosed in this report any change in the regi¢’s internal control over financial reporting thatcorred during the registre's
most recent fiscal quarter (the registrarfdurth quarter in the case of an annual repb&) has materially affected, or is reason
likely to materially affect, the registré s internal control over financial reporting; &

The registrang other certifying officer and | have disclosedsdihon our most recent evaluation of internal @dmtver financial reportin
to the registrar’s auditors and the audit committee of regis’s board of directors (or persons performing theedent functions)

a.

b.

All significant deficiencies and material weaknesgethe design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrarst’
internal control over financial reportin

Date: May 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 ReparForm 10-Q of PG&E Corporation for the quarter
ended March 31, 2011 (“Form 10-Q"), I, C. Lee Cimnterim Chairman, Chief Executive Officer, and Rdest of
PG&E Corporation, hereby certify pursuant to 18.8.SSection 1350, as adopted pursuant to Secti6robthe
Sarbanes-Oxley Act of 2002, to the best of my kmralgke and belief, that:

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

(2) the information contained in the Form 10-Qlfapresents, in all material
respects, the financial condition and results @rapons of PG&E
Corporation

C. LEE COX

C. LEE COX

Interim Chairman, Chief Executive Officer, a
Presiden

May 4, 2011



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 quarter
ended March 31, 2011 (“Form 10-Q"), |, Kent M. Hayy Senior Vice President and Chief Financial @ffiof PG&E
Corporation, hereby certify pursuant to 18 U.S.€ctlon 1350, as adopted pursuant to Section 9@tedbarbanes-
Oxley Act of 2002, to the best of my knowledge &edlef, that:

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

(2) the information contained in the Form 10-Qlfapresents, in all material
respects, the financial condition and results @rapons of PG&E

Corporation

KENT M. HARVEY

KENT M. HARVEY
Senior Vice President and
Chief Financial Office

May 4, 2011



Exhibit 32.2

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

In connection with the accompanying Quarterly ReparForm 10-Q of Pacific Gas and Electric Comptmy
the quarter ended March 31, 2011 (“Form 10-Q"¢Hristopher P. Johns, President of Pacific Gas=actric
Company, hereby certify pursuant to 18 U.S.C. 8acti350, as adopted pursuant to Section 906 dbdneanes-Oxley
Act of 2002, to the best of my knowledge and betieht:

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

(2) the information contained in the Form 10-Qlfapresents, in all material
respects, the financial condition and results @rapons of Pacific Gas
and Electric Compan)

CHRISTOPHER P. JOHNS
CHRISTOPHER P. JOHN
Presiden

May 4, 2011



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

In connection with the accompanying Quarterly ReparForm 10-Q of Pacific Gas and Electric Comptony
the quarter ended March 31, 2011 (“Form 10-Q"gara A. Cherry, Vice President, Finance and {Jhigancial Office
of Pacific Gas and Electric Company, hereby cegifysuant to 18 U.S.C. Section 1350, as adoptezupuat to
Section 906 of the Sarbanes-Oxley Act of 2002h#ltest of my knowledge and belief, that:

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

(2) the information contained in the Form 10-Qlfapresents, in all material
respects, the financial condition and results @rapons of Pacific Gas
and Electric Compan)

SARA A. CHERRY

SARA A. CHERRY

Vice President, Finance and Chief Financial
Officer

May 4, 2011



