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1 Kilowatt (kW)

1 Kilowatt-Hour (kWh)
1 Megawatt (MW,

1 Megawai-Hour (MWh)
1 Gigawatt (GW'

1 Gigawat-Hour (GWh)
1 Kilovolt (kV)

1 MVA

1 Mcf

1 MMcf

1 Bcf

1 MDth

UNI TS OF MEASUREMENT

One thousand wat

One kilowatt continuously for one ho
One thousand kilowat

One megawatt continuously for one h
One million kilowatts

One gigawatt continuously for one hc
One thousand vol

One megavolt ampe

One thousand cubic fe

One million cubic fee

One billion cubic fee

One thousand decather




GLOSSARY

The following terms and abbreviations appearinthantext of this report have the meanings indicéidw.
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AB 32
CAISO
CARB
CCA
CEC

Central Coast Boar

CERCLA
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COz-e
CPUC
Csl
DOE
EPA
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ESC
Exchange Ac
FERC
GHG
GRC
GTN
GT&S
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MGP
NERC
NOXx
NRC
NTSB
ORA
osC
PHMSA
PSEF
PV
QF(s)
ROE
RPS
SEC
SED

SEIU
So2
TO
TURN
Utility
WECC

PG&E Corporation's and Pa&fis and Electric Company's combined Annual RepoRarm 10-K for
the year ended December 31, 2013, including thermdtion incorporated by reference into the re
California Global Warming Solutions Act of 201
California Independent System Opere
California Air Resources Boal
Community choice aggregat
California Energy Commissic
Central Coast Regional Water Quality Control Bc
Comprehensive Environmental Response, Compensatidhiability Act of 1980, as amend
carbon dioxide
COzZ-equivalent
California Public Utilities Commissio
California Solar Initiative
U.S. Department of Ener
Environmental Protection Ageni
Energy Resource Recovery Accol
Engineers and Scientists of Califori
Securities Exchange Act of 1934, as amer
Federal Energy Regulatory Commiss
greenhouse g:¢
general rate cas
Gas Transmission Northwest Corporat
gas transmission and store
International Brotherhood of Electrical Work
PG&E Corporation lon-term incentive plai
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
manufactured gas pla
North American Electric Reliability Corporatic
nitrogen oxide
Nuclear Regulatory Commissic
National Transportation Safety Boe
Office of Ratepayer Advocatt
CPUC Order to Show Cau
Pipeline and Hazardous Materials Safety Adminigire
pipeline safety enhancement p
photovoltaic
qualified facilities
return on equity
renewable portfolio standa
U.S. Securities and Exchange Commis:

Safety and Enforcement Division of the CPUC, forljm&nown as the Consumer Protection and Se
Division or the CPSI

Service Employees International Union, United SarwiVorkers Wes

sulfur dioxide

transmission owne

The Utility Reform Network

Pacific Gas and Electric Compa

Western Interconnection to the Western Electri€ibordinating Counci




PART |
ITEM 1. Bus iness
General

PG&E Corporation, incorporated in Califiarin 1995, is a holding company whose primary afieg subsidiary is Pacific Gas and
Electric Company, a public utility operating in tteern and central California. The Utility was imporated in California in 1905. PG&E Corporal
became the holding company of the Utility and itbssdiaries on January 1, 1997. The Utility's mraves are generated mainly through the sale and
delivery of electricity and natural gas to custosner

The principal executive offices of PG&E Corporatamd the Utility are located at 77 Beale Stredd.BBox 770000, San Francisco,
California 94177. PG&E Corporation’s telephone temis (415) 973-1000 and the Utility’s telephomentoer is (415) 973-7000. PG&E
Corporation and the Utility file or furnish varioosports with the SEC. These reports, includingdal Reports on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K, and anyratmeents to those reports filed or furnished purst@aBections 13(a) or 15(d) of the Exchange
Act, are available free of charge on both PG&E @oaion's website, www.pgecorp.com , and the Yiitvebsite, www.pge.com , as promptly as
practicable after they are filed with, or furnishedthe SEC. The information contained on thesbsites is not incorporated by reference into this
Annual Report on Form 10-K and should not be careid part of this report.

This is a combined Annual Report on Form 10-K oREE3Corporation and the Utility and includes infortioa incorporated by reference
from the joint Annual Report to Shareholders fa ykear ended December 31, 2013, which is attach#dst report as Exhibit 13 and the Joint Proxy
Statement relating to the 2014 Annual Meetingshadr8holders. The 2013 Annual Report contains faiv@oking statements that are necessarily
subject to various risks and uncertainties. Faisaussion of the significant risks that could efféne outcome of these forward-looking statements
and PG&E Corporation’s and the Utilis/future financial condition and results of opemasi, see the information in the 2013 Annual Repoder the
headings “Cautionary Language Regarding ForwardklmmpStatements” and “Risk Factors” which appeatairthe heading “Management’s
Discussion and Analysis of Financial Condition &w®kults of Operations.”

Natural Gas Operation:

During 2013, the Utility continued to make signifit progress on efforts to improve the safety a@fidbility of its natural gas operations,
including performing extensive pipeline testing andnitoring, and replacing and upgrading equipméntch of this work is part of the Utility’s
PSEP, approved by the CPUC in December 2012, temimt and upgrade its natural gas transmissidesy® meet new, industry-wide safety
standards. In July 2013, the Utility completedsiégsirch and review of records relating to pipetiressure validation for all approximately 6,750
miles of its natural gas transmission system. Matese improvement efforts satisfy recommendatimade to the Utility by the NTSB and the
CPUC in 2010 and 2011 following their investigasanto the rupture of one of the Utility’s natuggls transmission pipelines in San Bruno,
California on September 9, 2010 (the “San Brunadset”). (For more information, see “Natural Gatility Operations” below.)

During 2013, the Utility settled the majority oftleivil lawsuits that were filed after the San Bolatcident. The CPUC investigations and
the criminal investigation that were commencedrdfte San Bruno accident are still unresolved. CR&C’s SED also may take enforcement ac
with respect to numerous reports the Utility héedfito report noncompliance with various natura gegulations. See information under the hea
within MD&A entitled “Natural Gas Matters” and Nofiel; Commitments and Contingencies of the Notebe¢dConsolidated Financial Statements in
the 2013 Annual Report which information is incargted herein by reference.




Electricity Operations

During 2013, the Utility made significant capitalestments to improve and modernize its electrigitgrations by repairing, replacing, or
upgrading equipment to improve safety and religbiliThe Utility has substantially completed thetailation of advanced electric and gas meters
throughout its service territory and continued taksteps to lay the foundation for the developnoémt “smart grid” to enable customers to have
better control over their energy usage and castistegrate new sources of energy, and to enabledhtinued safe and reliable operation of the
grid. In 2013, the Utility received regulatory apypal to pilot and test new “smart griééchnologies that have the potential to supporptigision o
safe, reliable and affordable electric servicer (Rore information, see “Electric Utility Operat&hbelow.)

Employees

At December 31, 2013, PG&E Corporation and its sliéases had 21,166 regular employees, includind 23 regular employees of the
Utility. Of the Utility’s regular employees, 13,Q%re covered by collective bargaining agreemeittstree labor unions: the IBEW; the ESC; and
the SEIU. There are two collective bargaining egrents with IBEW. Both bargaining agreements expir December 31, 2014. The ESC
collective bargaining agreement also expires orebdser 31, 2014. The SEIU collective bargainingeagrent expires on July 31, 2015.

Regu latory Environment

The Utility's business is subject to a complexadetnergy, environmental and other laws, regulati@md regulatory proceedings at the
federal, state, and local levels. This sectionthed'Ratemaking Mechanisms” section below sumneasizme of the more significant laws,
regulations, and regulatory proceedings affectimglitility. For discussion of specific pending uégory matters that are expected to affect the
Utility, see the information under the headingshimtMD&A entitled “Regulatory Matters” and “Natur@as Matters” in the 2013 Annual Report,
which information is incorporated herein by referen

PG&E Corporation is a “public utility holding compg’ as defined under the Public Utility Holding Cpemy Act of 2005 and is subject to
regulatory oversight of the FERC. PG&E Corporatimd its subsidiaries are exempt from all requireief the Public Utility Holding Company
Act of 2005 other than the obligation to provideess to their books and records to the FERC an@®téC for ratemaking purposes.

Federal Regulation
The Federal Energy Regulatory Commission

The FERC regulates the transmission of electriitgt wholesale sales of electricity in interstateceerce and the transmission and sale of
natural gas for resale in interstate commerce. FERC also regulates interconnections of transprissystems with other electric systems and
generation facilities, tariffs and conditions of\dee of regional transmission organizations, idahg the CAISO, and the terms and rates of
wholesale electricity sales. The FERC has authtwiimpose fines of up to $1 million per day faolation of certain federal statutes and
regulations. The FERC has jurisdiction over thiditys electricity transmission revenue requirertseand rates, the licensing of substantially all of
the Ultility's hydroelectric generation facilitieend the interstate sale and transportation of abfas.

The FERC has the responsibility to approve andreafmandatory standards governing the reliabilitthe nation’s electricity transmission
grid, including standards to protect the nationitkkpower system against potential disruptions fieyiner and physical security breaches, to prevent
market manipulation, and to supplement state tré&ssom siting efforts in certain electric transnsscorridors that are determined to be of national
interest. The FERC certified the NERC as the m&i&lectric Reliability Organization. The NERCri&sponsible for developing and enforcing
electric reliability standards, subject to FERCrappl. The FERC also has approved a delegatiomeagent under which the NERC has delegated
enforcement authority for the geographic area knasithe Western Interconnection to the Westerntfidég Coordinating Council. The Utility
must self-certify compliance to the WECC on an ahiasis and the compliance program encouragesegmifting of violations. WECC staff, with
participation by the NERC and the FERC, also penfoa compliance audit of the Utility every threarge The FERC also has authorized the WI
and the NERC to impose fines up to $1 million pay,der violation.

The FERC also has adopted policies and rules tmg@@investment in energy infrastructure and logasts for consumers through incen
ratemaking for transmission projects. In additibe, FERC’s Order No. 1000 establishes electritstrassion planning and cost allocation
requirements for public utility transmission proeid. Order No. 1000 requires public utility trafssion providers to improve transmission planning
processes and allocate costs for new transmisaailities to the beneficiaries of those facilities.

The CAISO is responsible for providing open acedsstricity transmission service on a non-discriaamy basis, planning transmission
system additions, and ensuring the maintenancdegflate reserves of generation capacity.




The Nuclear Regulatory Commission

The NRC oversees the licensing, construction, digerand decommissioning of nuclear facilities liring the Utility’s two nuclear
generating units at Diablo Canyon and the Utilingsred nuclear generating unit at Humboldt BAJRC regulations require extensive monitoring
and review of the safety, radiological, seismicjimnmental, and security aspects of these faeditiln the event of notempliance, the NRC has |
authority to impose fines or to force a shutdowsa ofuclear plant, or both. NRC safety and secueigpiirements have, in the past, necessitated
substantial capital expenditures at Diablo Cangma, additional significant capital expenditureslddie required in the future. For information
about NRC matters affecting Diablo Canyon, inclgdine status of the Utility’s relicensing applicatisee the information under the heading within
MD&A entitled “Regulatory Matters—Diablo Canyon Naar Power Plant” in the 2013 Annual Report, whitflormation is incorporated herein by
reference.

The Pipeline and Hazardous Materials Safety Admitmégion

The Utility also is subject to regulations adopbgtthe federal PHMSA that is within the United 8&@bDepartment of Transportation. The
PHMSA develops and enforces regulations for the,safiable, and environmentally sound operatiothefnation's pipeline transportation system
and the shipment of hazardous materials. The PHBIS&has authorized the CPUC to enforce the fedgreline safety standards over intrastate
natural gas pipelines, as well as any state pipaéiety requirements that do not conflict with féeral requirements, through fines and/or
injunctive relief.

The National Transportation Safety Board

The NTSB is an independent federal agency thaitisoaized to investigate pipeline accidents antbgetransportation accidents that
involve fatalities, substantial property damagesignificant environmental damage. The NTSB inigegéd the San Bruno accident and in August
2011 announced that it had determined the prolizhise of the San Bruno accident placing the blaingaply on the Utility. The NTSB report
recommended that the Utility take certain actiansrprove the safety of its gas transmission syst&he status of the Utility’s implementation of
the NTSB’s recommendations is discussed under ‘idhias Utility Operations” below.

State Regulatior
The California Public Utilities Commission

The CPUC consists of five members appointed byabeernor of California and confirmed by the Califiar State Senate for staggered six-
year terms. The CPUC has jurisdiction over thesrated terms and conditions of service for the tytielectricity and natural gas distributi
operations, electricity generation, and naturaltgassportation and storage services. The CPUthals jurisdiction over the Utility's issuances of
securities, dispositions of utility assets andlites, energy purchases on behalf of the Utiliglsctricity and natural gas retail customers,safe
return, rates of depreciation, oversight of nuctesrommissioning, and aspects of the siting ofifees used in providing electric and natural gas
utility service.

The CPUC enforces state laws that set forth saéefyirements pertaining to the design, constructiesting, operation, and maintenance of
utility gas gathering, transmission, and distribatpipeline systems, and for the safe operatisuoh pipelines and equipment. The CPUC has
adopted many rules and regulations to implemeti &ws and policies, such as the laws relatirtheadevelopment of renewable energy resources,
demand response and public purpose programs, redwitGHG emissions, and development of energsagm capacity. As discussed above, the
CPUC also has been delegated authority to enfancglkiance with certain federal regulations relatethe safety of natural gas facilities. The
CPUC has authority to impose fines for violatinggé state and federal laws, orders, or regulatibop to $50,000 per violation, per day. (See the
discussion under the heading within MD&A entitleddtural Gas Matters” in the 2013 Annual Reportifdormation about the CPUC’s pending
enforcement proceedings against the Utility retatmthe Utility’s gas operations, which discussiincorporated herein by reference.)

In addition, California law enacted in 2013 regaitke CPUC to develop a safety enforcement proginatrauthorizes CPUC staff to issue
citations for safety violations and assess findgesii to a CPUC-approved limit. The CPUC is requiiceimplement the safety enforcement program
for gas corporations by July 1, 2014 and for electorporations by January 1, 2015. (See the dson under the heading within MD&A entitled
“Natural Gas Matters” in the 2013 Annual Reportiftformation about the reports the Utility has dil® notify the CPUC staff of noncompliance
with certain gas safety regulations.)




Ratemaking for retail sales from the Utility'sngeation facilities is under the jurisdiction oEt@PUC. To the extent that this electricity
is sold for resale into wholesale markets, howevés,under the ratemaking jurisdiction of the RERIn addition, the CPUC has general jurisdiction
over most of the Utility’s operations, and regulai¢views the Utility’s performance, using measuwsesh as the frequency and duration of
outages. The CPUC also conducts investigationsviatious matters, such as deregulation, competitind the environment, in order to determine
its future policies.

The CPUC has imposed conditions that govern ttatioslship between the Utility and PG&E Corporatéond other affiliates. These
conditions relate to finance, human resources rdscand bookkeeping, and the transfer of custonfermation. Among other conditions, the
financial conditions provide that the capital requients of the Utility, as determined to be neagssad prudent to meet the Utility's obligation to
serve or to operate the Utility in a prudent arficieht manner, must be given first priority by PG&&orporation’s Board of Directors (known as the
“first priority” condition). In addition, the Utity must maintain on average its CPUC-authorizdlityutapital structure, although it can request a
waiver of this condition if an adverse financiakatreduces the Utility’s common equity compongni® or more. The CPUC also has adopted
rules governing transactions between Californi@t)C+regulated electricity and gas utilities and certa#itheir affiliates that are not regulated by
CPUC primarily to prevent these affiliates frommag an unfair advantage over their unaffiliatedhpetitors.

The California Energy Resources Conservation andel@ment Commission

The California Energy Resources Conservation ance@ement Commission, commonly called the CEChésstate's primary energy
policy and planning agency. The CEC is respongidicensing all thermal power plants over 50 MWVerseeing funding programs that support
public interest energy research, advancing enarigynee and technology through research, developarehtdemonstration, and providing market
support to existing, new, and emerging renewaldertelogies. The CEC also is responsible for fostcaf future energy needs used by the CPL
determining the adequacy of the utilities' eledyiprocurement plans.

The California Air Resources Board

The CARB is the state agency charged with settiyraonitoring GHG and other emission limits. Th&RB also is responsible for
adopting and enforcing regulations to meet the 2Bv@hich requires the gradual reduction of GHG sipiss in California to 1990 levels by 2020 on
a schedule beginning in 2013. (For more infororgtsee “Environmental Matters — Air Quality andn@ite Change” below.)

Other Regulation

The Utility obtains permits, authorizations, aregkhises in connection with the construction andaifmer of the Utility's generation facilitie
electricity transmission lines, natural gas tramsgimn pipelines, and gas compressor stationifi@sii These permits include discharge permits,
various Air Pollution Control District permits, U.Bepartment of Agriculture-Forest Service permiSRC hydroelectric generation facility and
transmission line licenses, and NRC licenses. (fane information, see “Environmental Matters — @faduality” below.)

The Utility has franchise agreements with approx@tya300 cities and counties that permit the Uit install, operate, and maintain the
Utility's electric and natural gas facilities iretbublic streets and roads. In exchange for tite to use public streets and roads, the Utilityspa
annual fees to the cities and counties. In mastgahe Utility’s franchise agreements are fomdeterminate term, with no expiration date. The
Utility has several franchise agreements that fzaspecified term of years, including an agreemettit avlarge charter city.

The Utility also periodically obtains permits, aotizations, and licenses in connection with disttiin of electricity and natural gas that
grant the Utility rights to occupy and/or use palgroperty for the operation of the Utility's busiis and to conduct certain related operations.

Competition in the Electricity Industry

At the federal level, the FERC is charged with depmg rules to encourage fair and efficient contpet wholesale electric markets by
employing best practices in market rules and redubarriers to trade between markets and amongnegi(See “Regulatory Environment-Federal
Regulation” above for a description of some of éhedes.) The FERC also has authority to preveotimulation and exercise of market power by
assuring that proposed mergers and acquisitiopsiafc utility companies and their holding companée in the public interest and by addressing
market power in jurisdictional wholesale market®tigh its new powers to establish and enforce qiekibiting market manipulation. The FERC
also has issued rules on the interconnection ofrgeors to require regulated transmission provijdersh as the Utility or the CAISO, to use standard
interconnection procedures and a standard agredoreggnerator interconnections. These rulesrgenied to limit opportunities for electric
transmission providers to favor their own genergtfacilitate market entry for generation compesitoy streamlining and standardizing
interconnection procedures, and encourage investimgeneration and transmission.




In 1998, California became one of the first stade@) allow customers of the California investavied electric utilities to purchase
electricity from energy service providers othenthiae regulated utilities (referred to as “directess”) and (2) establish a competitive market for
electricity generation in which generators and ptiectricity providers were permitted to chargeke&based prices for wholesale electricity. The
wholesale electricity market failed to functionaagicipated leading to the 2000-2001 Californiargperisis, the suspension of direct access, amd th
Utility’s reorganization under Chapter 11 of theSUBankruptcy Code. (For information about theegptved disputed claims made by power
suppliers in the Utility’s Chapter 11 proceedingge Note 12: Resolution of Remaining Chapter 11 @iegh Claims, of the Notes to the Consolidated
Financial Statements in the 2013 Annual Reportctviniformation is incorporated herein by referehce.

Current California law allows for the gradual phasef direct access subject to annual and ovénails (measured in GWh) that have been
specified for each utility based roughly on eadlityis highest level of direct access before thHelWZ suspended direct access. A four-year phase-in
period began in April 2010 to allow qualifying noesidential customers of the three California ineeswned electric utilities to purchase electyicit
from alternate service providers, subject to thet. The Utility’s maximum, 9,520 GWh, was reacliedovember 2013. Although the Utility’s
total amount of direct access load may increaseauatural load growth for existing direct accesstomers, further legislative action is required
before new customers can be enrolled in excedsesétlimits.

In addition, the Utility’s customers may, underte@r circumstances, obtain power from a CCA insigfadom the Utility. California law
permits cities and counties and certain other puddiencies to purchase and sell electricity foir fbeal residents and businesses after they have
registered as CCAs. Under these arrangementsltility continues to provide distribution, meterirand billing services to the customers of the
CCAs and remains the electricity provider of lastart for those customers. The law provides tt&EA can procure electricity for all of its resids
who do not affirmatively elect to continue to reeeelectricity from the Utility. Under the CPUQ'sles, a surcharge is imposed on retail asers ¢
the CCA to prevent a shifting of costs to customns continue to receive electricity from a utiliithe law also authorizes the Utility to recover
from each CCA any costs of implementing the progtiaat are reasonably attributable to the CCA, arm@¢over from all customers any costs of
implementing the program not reasonably attribetabla CCA. Approximately 125,000 customers amg rexeiving commodity service from the
Marin Energy Authority, a CCA. Sonoma Clean Povaeigther CCA, is expected to begin service to aetubf customers in Sonoma County in
2014.

In some circumstances, governmental entities saditias and irrigation districts, which have auityounder the state constitution or state
statute to provide retail electric service, seeidquire the Utility’s distribution facilities. Fexample, South San Joaquin Irrigation District ha
indicated that, if it receives the requested altyr¢w provide electric distribution service in aatbund certain cities (Manteca, Ripon, and Esdalt
will seek to acquire the Utility’s distribution féities, either under a consensual transactiowjaeminent domain.

It is also possible that technological developmentdd pose challenges for traditional utilitids. particular, technology-related cost
declines and sustained federal or state subsididd enake the combination of “distributed genenaitiand storage a viable, cost-effective alternative
to the Utility’s bundled electric service. In atidn, the levels of self-generation of electridity customers (primarily solar installations) and tise
of customer net energy metering, which allows gelfierating customers to receive bill credits afftiieetail rate, are increasing.

Although the CPUC has established ratemaking mestmarthat allow the Utility to collect some nbgpassable or fixed charges from th
who procure electricity from alternate sourcessdor the Utility’s remaining customers could ie&@se as alternative energy providers (CCAs or
local government agencies) and alternative enavgyces (self-generation and storage, distributeeigeion, electric vehicles) become more
prevalent. Increasing rate pressure on remainistpmers could, in turn, cause more customerseio aéernative energy providers or sources,
further exacerbating the Utility’s rate challeng@¢ew state legislation that became effective orudey 1, 2014 (Assembly Bill 327) gave the CPUC
new authority to reduce the cost shift associatitd @ustomers installing renewable distributed gatien under the net energy metering rules.

In addition, the Utility competes with third padieo make various capital investments such as nidity-owned generation facilities, elect
transmission projects, SmartGrid electric relidpifirojects, and distributed generation technokgi€he Utility generally participates through a
competitive requests-for-offers process that igetttio the oversight of the CPUC or the FERCthéf Utility is selected as the winning bidder, the
Utility submits the executed contract for regulgtapproval and cost recovery authorization.




Competition in the Natural Gas Industry

Under the FERC's rules, interstate natural gaslippeompanies are required to divide their seiwioéo separate gas commodity sales,
transportation, and storage services and mustgedvansportation service whether or not the custquoften a local gas distribution company) buys
the natural gas from these companies. The USlibdtural gas pipelines are located within theeSt&California and are exempt from most of the
FERC's rules and regulations applicable to intéespépelines; the Utility’s pipeline operations @mstead subject to the jurisdiction of the CPUC.

The Utility’s gas transmission and storage systesidperated under the CPUC-approved “Gas Accordkehatructure since 1998 which
largely mimics the regulatory framework requiredtbg FERC for interstate gas pipelines. (See “Ralkémg Mechanisms” below.) The CPUC
divides the Utility's natural gas customers into wategories: “core” customers, who are primaniha commercial and residential customers, and
“non-core” customers, who are primarily industriatge commercial, and electric generation custsm@though most of the Utility’s core
customers purchase natural gas directly from tliléy@along with transportation and distributioarsices as bundled services), core customers have
the option to purchase natural gas from independenegulated natural gas marketers. Most of ttiléys noncore customers make natural gas
supply arrangements directly with producers or pase natural gas from marketers.

Non-core customers have access to capacity righfirfn service on the Ultility’s natural gas pip®i as well as interruptible (or “as-
available”)services. All services are offered on a nondisicrattory basis to any creditworthy customer. Tharket structure has resulted in a rol
wholesale gas commodity market at the Utility’sty@iate,” which refers to the non-physical intercectipn between the big “backbone” gas
transmission system and the smaller downstreant tigeemission systems.

The Utility competes with other naturabgipeline companies for customers transportitgrabgas into the southern California market
on the basis of transportation rates, access tettively priced supplies of natural gas, anddhality and reliability of transportation servicdhe
most important competitive factor affecting thelitis market share for transportation of naturas ¢o the southern California market is the total
delivered cost of western Canadian and U.S. Rockyr¢hins natural gas delivered to northern Califgrrelative to the total delivered cost of
natural gas from the southwestern United Stategieheral, when the total cost of western CanaaliahU.S. Rocky Mountains natural gas delivered
to northern California increases relative to ott@mnpeting natural gas sources, the Utility's masketre of transportation services into southern
California decreases. The Utility also competessforage services with other third-party storageiders, primarily in northern California.

In addition, the Utility competes with third pagiéo make various capital investmenssich as new natural gas storage facilities. TlhilgyJ
generally participates through a competitive retpifr-offers process that is subject to the oghisof the CPUC or the FERC. If the Utility is
selected as the winning bidder, the Utility subrtties executed contract for regulatory approval @st recovery authorization.




Ra temaking Mechanisms

The Utility’s rates for electricity and natural gatslity services are based on its costs of praxgdiervice (“cost-of-service
ratemaking”). Before setting rates, the CPUC dedRERC conduct proceedings to determine the ammoalnt of revenue (“revenue
requirements”) that the Utility is authorized tdleot from its customers to recover its reasonalplerating and capital costs (depreciation, tax, and
financing expenses) of providing utility serviceBhe Utility’s revenue requirements are set basetbrecasted costs. Differences in the amount or
timing between forecast costs and actual costslavegatively affect the Utility’s ability to eartsiauthorized return.

To develop retail rates, the revenue requirememrtsiliocated among customer classes which are ynasidential, commercial, industrial,
and agricultural. Rate changes become effectigspgarctively on or after the date of CPUC or FEREldlens. Most rate changes approved by the
CPUC throughout the year are consolidated to téfketeon the first day of the following year.

California Assembly Bill 327, effective on Janudry2014, repealed prior law that restricted the CRUAbility to change residential electric
rates and to reduce the level of rate assistamageftain low-income customers. AB 327 also au#igal the CPUC to approve fixed charges to be
collected from residential customers. The CPUCdndsred the California investor-owned utilities;lirding the Utility, to file proposals for
changing residential rates that are consistent thigmew law. The current procedural schedule d¢atla final decision in the first half of 2014 to
approve changes to the Utility’s residential elieatates for summer 2014, and a final decision égryend 2014 to approve broader changes in
residential electric rates.

While the CPUC generally uses cost-of-service raténg to develop revenue requirements and ratss|dttively uses incentive
ratemaking, which bases rates on the extent tohthie utilities meet objective or fixed standardgaals, such as energy efficiency goals, instéad o
on the cost of providing service. See “Public Pgmand Customer Programs” below.

Electricity and Natural Gas Distribution and Elecizity Generation Operation
General Rate Cases

The GRC is the primary proceeding in which the CRl¢&rmines the amount of revenue requirementghbditility is authorized to
collect from customers to recover the Utility’s iaifated costs related to its electricity and naltgas distribution and electricity generation
operations and to provide the Utility an opportynd earn its authorized rate of return. The CRjé@erally conducts a GRC every three years. The
CPUC approves the annual revenue requirementbhddirst year (or “test year”) of the GRC periodiagpically authorizes the Utility to receive
annual increases (known as “attrition adjustmeritsigvenue requirements for the subsequent yealedbRC period. Attrition rate adjustments
provided to avoid a reduction in earnings due togmg other things, inflation and increases in ite@<apital. Intervenors in the Utility's GRC
include the CPUC’s ORA and TURN, who generally esgnt the overall interests of customers, as wdll myriad of other intervenors who
represent more limited interests.

In November 2012, the Utility filed its 2014 GRCgéipation with the CPUC for rates effective from120through 2016. The CPUC has
concluded evidentiary hearings and briefing in2B&4 GRC and the Utility is now waiting for the C®ltb issue a proposed decision. For more
information see the heading within MD&A entitled éRulatory Matters — 2014 General Rate Case” ir2@#3 Annual Report, which information is
incorporated herein by reference.

In November 2013, the CPUC opened a proceedingrisider modifications to the processing and cont#BRCs (and for the Utility’s
GT&S rate cases) to better integrate and priorgefety, reliability, and security issues by depéig a risk-based decisianaking framework for th
CPUC to use in evaluating the utilities’ requestenue requirements. The CPUC also will considether to change the current three-year rate
case cycle and whether to retain the requiremexttiie ORA review a draft of the utilities’ GRC dipptions prior to filing. A decision is expected
to be issued in late 2014.

Cost of Capital Proceedings

The CPUC authorizes the Utility's capital struct(ire., the relative weightings of common equitsefprred equity, and debt) and the
authorized rates of return on each component ttegattility may earn on its electric generation céfe and natural gas distribution, and natural gas
transmission and storage rate base. The CPUCullaaraed the Ultility’s capital structure throug@1s, consisting of 52% common equity, 47%
long-term debt, and 1% preferred stock. The CPI4€ authorized the Utility to earn a ROE of 10.48ff&ctive January 1, 2013, compared to the
11.35% previously authorized. The Utility’s ROEhdae automatically adjusted if the 12-month Octetbeough-September average of the Moody's
Investors Service long-term Baa utility bond indiesreases or decreases by more than 1.00% as osnjgethe applicable benchmark. If the
adjustment mechanism is triggered, the Utility’shanized ROE, beginning January 1 of the followygr, would be adjusted by one-half of the
difference between the index and the benchmarlditidaally, the Utility’s authorized costs of lorigrm debt and preferred stock would be updated
to reflect actual August month-end embedded cosld@ecasted interest rates for variable long-tdeft, as well as new long-term debt and
preferred stock scheduled to be issued. In anywhare the 12-month average yield triggers anraatw ROE adjustment, that average would
become the new benchmark.

The Utility will file its next full cost of capitaapplication in April 2015 for the 2016 test year.
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Rate Recovery of Costs of Electricity GenerationsBerces

California investor-owned electric utilities arejuéred to use the principles of “least-cost dispatn managing electric generation resources
to meet customer demand for electricity. The igsitare also responsible for procuring electriciiyuired to meet customer demand, plus applicable
reserve margins, that are not satisfied from tbein generation facilities and existing electrigiyntracts. To accomplish this, each utility must
submit a ten-year procurement plan to the CPU@@roval. Each procurement plan must be designade the State of California’s preferred
loading order to meet the forecasted demand ifiereases in future demand will be offset througergy efficiency programs, demand response
programs, renewable generation resources, distdbggneration resources, and new conventional gemey. The CPUC approved the Utility's
electricity procurement plan in January 2012 cawgf011 through 2020 and approved the Utility’s Gétnpliance instrument procurement plan in
April 2012.

California law allows electric utilities to recovtre costs incurred in compliance with their CPUipraved electricity procurement plans
without further after-the-fact reasonableness revido the extent the Utility’s electricity purclessare not in compliance with the CPUC-approved
plan, costs associated with those purchases mdisakowed. The Utility recovers its electricityggurement costs through the ERRA, a balancing
account authorized by the CPUC, that tracks thergifice between (1) billed and unbilled ERRA reenand (2) electric procurement costs incu
under the Utility's authorized procurement plagsich year, to determine the rates used to collR&Arevenues, the CPUC reviews the Utility’s
forecasted procurement costs related to power paechgreements, hedging, and generation fuel exjemisapproves a forecasted revenue
requirement.

On December 19, 2013, the CPUC approved the Usliiyrecast of 2014 procurement costs and associtedue requirement. Change
rates to reflect the approved revenue requiremecdrne effective on January 1, 2014. (The CPUCadayst a utility’s retail electricity rates at any
time when the forecasted aggregate over-collectionsder-collections in the ERRA exceed five pata# its prior year electricity procurement
revenues.) The CPUC also performs an annual cangdireview to ensure that (1) the Utility prudgatiministered the contracts that were entered
into in accordance with its CPUC-approved procumgnpéans, (2) utilized the principles of least-cdispatch in managing its electric generation
resources, and (3) prudently operated its own geioerfacilities.

Costs Incurred Under New Power Purchase Agreements

The CPUC has approved various power purchase agreeitiat the Utility has entered into with thitges in accordance with the
Utility’s CPUC-approved procurement plan, the reable energy mandate, and resource adequacy requitemnd has authorized the Utility to
recover costs associated with these contractsghrthe ERRA.

For new non-renewable generation purchased fromd fairties under power purchase agreements, thigyWiay also recover any above-
market costs through either (1) a non-bypassatdtomer charge or (2) the allocation of the “netatity costs” (i.e., contract price less energy
revenues) to all “benefiting customers” in the itk service territory, including direct accesstamers and CCA customers under certain
circumstances. The non-bypassable charge canpmsed from the date of signing a power purchaseeagent and can last for ten years from the
date the new generation unit comes on line orlfertérm of the contract, whichever is less. Uk#itare allowed to justify a cost recovery period
longer than ten years on a case-by-case basgsutility uses the net capacity cost allocationhudi the net capacity costs are allocated forehma t
of the contract. To use the net capacity allocatiethod, the CPUC must determine that a resouasen®eded to meet system or local area
reliability needs for the benefit of all distriboti customers. The CPUC can decide whether toneguienergy auction for resources subject to the
net capacity cost allocation.
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For renewable generation purchased from third g&rthder power purchase agreements, the Utilityatsmyrecover any abowvearket cosi
through the imposition of a non-bypassable chargeustomers.

Costs of Utility-Owned Generation Resource Projects

The Utility’s recovery of its capital costs and Al operating and maintenance costs for Utilityred generation facilities is addressed in
the Utility’s GRC. From time to time, the Utilitpay also request the CPUC to authorize additianamue requirements to recover capital
investments and operating costs associated withUtdity-owned generation facilities in a separea¢éemaking proceeding. The Utility may recover
any above-market costs associated with new utityled generation resources in a manner simildreagegcovery of above-market costs for non-
renewable generation purchases described abowerethvery of above-market costs is typically adsiee in the CPUC order approving a specific
utility-owned generation project.

Electricity Transmissior

The Utility's electricity transmission revenue rggments and its wholesale and retail transmissites are subject to authorization by the
FERC. The Utility has two main sources of transioissevenues: (1) charges under the Utility’s Tétand (2) charges under specific contracts
with wholesale transmission customers that thatintered into before the CAISO began its operetin 1998. These wholesale customers are
referred to as existing transmission contract custs and are charged individualized rates basedeoterms of their contracts. Other customers pay
transmission rates that are established by the FER Utility's TO tariff rate cases. These FER@proved rates are included by the CPUC in the
Utility's retail electric rates and are collectedn retail electric customers receiving bundlediser

TO Rate Cases

The primary FERC ratemaking proceeding to deterrtimeamount of revenue requirements that the Ytdiauthorized to recover for its
electric transmission costs and to earn its rebarequity is the TO rate case. The Utility gergrilles a TO rate case every year. The Utility is
typically able to charge new rates, subject tondfiefore the outcome of the FERC ratemaking veyicess. See the information within MD&A
entitled “Electric Transmission Owner Rate Caseghie 2013 Annual Report, which information is irmarated herein by reference.

The Utility's TO tariff includes several rate conmgnmts. The primary component consists of basainasion rates intended to recover the
Utility's operating and maintenance expenses, détien and amortization expenses, interest expéasexpense, and return on equity. The Utility
derives the majority of the Utility's transmissi@venue from base transmission rates. Another oosgt consists of rates that reflect credits and
charges from the CAISO for transmission revenuesived by the CAISO for providing wholesale wheglgervice (i.e., the transfer of electricity
that is being sold in the wholesale market) todtiparties using the Utility’s transmission facéiiand charges related to the cost of providingcser
to existing transmission contract customers ungecific contracts. The CAISO also imposes a trassion access charge on the Utility for use of
the CAISO-controlled electric transmission gricsgrving its customers, which are recovered fronltiliy’s retail customers as part of
transmission rates.

Natural Gas Transmissiol
Costs Incurred Under the Pipeline Safety Enhanceikm

Following the San Bruno accident, the CPUC begaiieanaking proceeding in 2011 to adopt new safatyraliability regulations for
natural gas transmission and distribution pipelingSalifornia and the related ratemaking mechagisis part of this proceeding, the CPUC ordered
the California natural gas utilities to submit pospd plans to modernize and upgrade their natasatrgnsmission systems, including cost forecasts
and ratemaking proposals. In December 2012, théGCa&pproved most of the projects proposed in thityk PSEP but disallowed the Utility's
request for rate recovery of a significant portiériPSEP-related costs that the Utility forecastedould incur through 2014. The CPUC authorized
the Utility to recover costs, subject to the addptapital and expense amounts, for activities thiclg pipeline strength testing, pipeline replacetnen
in-line inspection, and the installation of autoethvalves. The CPUC prohibited the Utility froncogering the costs of pressure testing pipeline
placed into service after January 1, 1956 for whirehUtility is unable to produce pressure tesbrés. The CPUC ordered the Utility to file an
update PSEP application after the Utility complétesearch and review of records relating to piggepressure validation for all 6,750 miles of the
Utility’s natural gas transmission pipelines. Oct@ber 29, 2013, the Utility submitted its updabplecation to present the results of its completed
records search and review and to request apprdealjusted revenue requirements for 2014. Baseti@mformation obtained through the records
search and review, the Utility has proposed to gkahe scope and prioritization of PSEP work, idtig deferring some projects to after 2014 and
accelerating other projects. See the informatiohen the headings within MD&A entitled “Natural Glatters” in the 2013 Annual Report, which
information is incorporated herein by reference.
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Natural Gas Transmission and Storage Rate C

The CPUC determines the Utility’s authorized revenequirements and rates for its natural gas treassom and storage services in a
separate rate case called the GT&S rate case CPRC’s decision in the most recent GT&S rate case agpravsettiement agreement, known as
Gas Accord V, which set the Utility’rates and associated revenue requirements fmahgas transmission and storage services fromadgri, 201
through December 31, 2014. In December 2013, thigyUiled its 2015 GT&S rate case applicationtitvihe CPUC covering 2015 through
2017. The Utility’s forecasts for the 2015 GT&3eaase period are consistent with state law, wigghires gas corporations to develop a plan to
identify and minimize hazards and systemic riskgfoblic and employee safety. The forecasts incthdecontinuation of work begun in the Utility’s
PSEP, such as testing pipelines to verify safeatimegr pressures, replacing older pipelines, irstginore valves, and inspecting the interior of enor
pipelines. The Utility forecasts that it will incaertain costs that it will not seek to recovemnfrcustomers. See the information under the hgadin
within MD&A entitled “2015 Gas Transmission and ftge Rate Case” in the 2013 Annual Report, whitbrination is incorporated herein by
reference.

Under the current ratemaking mechanisntsdfwhave been in existence since 1998 when theGias Accord settlement agreement
became effective), the Utility’s ability to recov@iportion of its revenue requirements dependsimughput volumes, gas prices, and the extent to
which large industrial customers, large commercigtomers, and other shippers contract for firmamgission services. In its 2015 GT&S rate case
application, the Utility has proposed eliminatifig$e current mechanisms and that the CPUC estalggtwo-way balancing accounts to allow the
Utility to record differences between actual custotillings and the Utility’s authorized revenuguéements for natural gas transmission and
storage revenues. Any over-collections would berned to customers and any under-collections wbalgaid by customers.

Under the current ratemaking mechanisms, reverguéreanents allocated to core customers are decdaple recovered through balancing
accounts that ensure the Utility recovers onhadepted amounts, no more or less. Revenue requitsralocated to non-core customers are subject
to a sharing mechanism. Annually, differences betwthe authorized revenue requirements and aats&mer billings are shared between
customers and the Utility’s shareholders to vardegrees, depending on the type of service. THeyU$ currently at risk for approximately 25% of
its total authorized GT&S revenue requirementsitdi2015 GT&S rate case application, the Utiliastproposed to discontinue the sharing
mechanism and to, instead, recover its non-corene requirements in the same decoupled manntr @ é revenue requirements though existing
balancing accounts. Non-core customers are typitaigje commercial, industrial, electric generatimrwholesale customers who meet required
usage requirements. These customers must obtairotine gas procurement and are subject to curtaitme

Biennial Cost Allocation Proceedir

Certain of the Utility’s natural gas distributionsts and balancing account balances are allocataastomers in the CPUC's Biennial Cost
Allocation Proceeding. This proceeding normallgwrs every two years and is updated in the intgear for purposes of adjusting natural gas rates
to recover from customers any under-collectiomefund to customers any over-collection, in theahaing accounts. Balancing accounts for gas
distribution and other authorized expenses accumdifferences between authorized amounts and laetvenues.

Natural Gas Procuremet

The Utility recovers the cost of gas purchasedemlf of core customers, as well as some core hgdgists, through its retail gas rates
subject to a limited incentive mechanism based oragket-priced benchmark. The Utility recoversthet of gas used in generation facilities as a
cost of electricity that is recovered through fetéectricity rates. (For more information, seet®®: Derivatives, of the Notes to the Consolidated
Financial Statements in the 2013 Annual Reportctvimiformation is incorporated herein by reference)

Interstate and Canadian Natural Gas Transportal

The Utility has a number of agreements with insgesand Canadian third-party transportation semiogiders to transport natural gas from
the points at which the Utility takes delivery cftaral gas (typically in Canada, the U.S. Rocky Rains, and the southwestern United States) to the
points at which the Utility's natural gas transptian system begins. These are governed by téhniftsdetail rates, rules, and terms of servicetfer
provision of natural gas transportation servicethéoUTtility on interstate and Canadian pipelinekited States tariffs are approved for each pigeli
for service to all of its shippers, including thélity, by the FERC in a FERC ratemaking review gees, and the applicable Canadian tariffs are
approved by the Alberta Utilities Commission and Mational Energy Board. The transportation cthgdUtility incurs under these agreements are
recovered through CPUC-approved rates as coreat@as procurement costs or as electricity procargroosts. For more information, see the
discussion below under “Natural Gas Utility Opesat — Interstate and Canadian Natural Gas TrarepmrtServices Agreements” below.

Electr ic Utility Operations

During 2013, the Utility made significant capitalestments to modernize and upgrade its elecaitsimission and distribution
infrastructure to extend the life of or replacesgirig infrastructure; to maintain and improve sgsteliability, safety, and customer service; to
integrate more renewable energy resources; todeereapacity; and add new infrastructure to megbmer demand growth. The Utility improved
the reliability of its system by adding emergenapacity at substations, increasing distributiortesysautomation, upgrading poor performing
circuits, performing targeted asset replacement,improving service outage restoration proces3é® Utility also has been working to accelerate
pole replacement and maintenance of its overheddiagerground electric facilities and to incredseuse of wireless devices that allow the Utility
to monitor the performance of the electric system @spond more quickly to power disruptions.

The Utility’s advanced metering infrastructure sogip the development of a “smart grid” in Calif@npart of a nationwide effort to
improve and modernize the nation’s electric systgrecombining advanced communications and contmotsdate a responsive and resilient energy
delivery network. The Utility has substantiallynapleted the installation of an advanced meterifigagtructure throughout its service territory in
2012. (As permitted by CPUC rules, customers nienpse not to have an advanced meter installede) n€lv infrastructure uses SmartMetér
technology that can measure energy use in hourdyarter-hourly increments, allow customers tokraergy usage throughout the billing month
and thus enable greater customer control overraliggtcosts. Usage data is collected through r@less communications network and transmitte



the Utility’s information system where the datatered and used for billing and other Utility biess purposes.

The Utility is also incorporating the latest “smgrid” technology in parts of its service territdsy installing automated switches that reduce
outage duration and the number of customers affdnyeoutages. The Utility also received regulatpproval to pilot and test new “smart grid”
technologies that have the potential to supporptbegision of safe, reliable and affordable elecsgrvice. Over the next several years, the Ytilit
plans to undertake various “smart grid” projectd avest in “smart grid” technologies.
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Electricity Resource:

The Utility is required to maintain physical gertérg capacity adequate to meet its customers’ lwediiding peak demand and planning
and operating reserves, deliverable to the locatin at times as may be necessary to providdlekidectric service. The Utility is required to
dispatch, or schedule, all of the electricity rases within its portfolio in the most cost-effeaiway. The following table shows the percentage of
the Ultility’s total actual deliveries of electrigito customers in 2013 represented by each majetraity resource, and further discussed below.

Total 2013 Actual Electricity Delivered — 75,705 GW

Percent of Bundled Retail

Sales

Owned Generation Facilitie

Nuclear 23.&%

Small Hydroelectric 1.2%

Large Hydroelectric 9.4%

Fossil fue-fired 8.1%

Solar 0.4%

Total 42.%
Qualifying Facilities

Renewable 4.1%

Nor-Renewabl¢ 8.%

Total 13.(%
Irrigation Districts and Water Agenci

Small Hydroelectric 0.2%

Large Hydroelectric 1.%

Total 2.1%
Other Thirc-Party Purchase Agreemel

Renewable 16.6%

Large Hydroelectrit 0.€%

Non-Renewable 13.(%

Total 30.2%
Others, NetV 11.6%
Total 10(%

@ Mainly comprised of net CAISO open marnetchases, offset by transmission and distributideited system losses.

Owned Generation Facilities

At December 31, 2013, the Utility owned the follogyigeneration facilities, all located in Californiisted by energy source and further
described below:

Net
Operating
Number of Capacity
Generation Type County Location Units (MW)
Nuclear:
Diablo Canyon San Luis Obispo 2 2,24(
Hydroelectric:
16 counties in northern
Conventiona and central Californi: 104 2,67(
Helms pumped storag Fresnc 3 1,21
Hydroelectric subtotal: 107 3,882
Fossil fue-fired:
Colusa Generating Statit Colusa 1 657
Gateway Generating Stati Contra Costi 1 58C
Humboldt Bay Generatin
Station Humboldt 10 162
CSU East Bay Fuel Ce Alameda 1 1.4
SF State Fuel Ce San Francisc 2 1.6
Fossil fuel-fired subtotal: 15 1,407
Photovoltaic: Various 13 152
Total 137 7,671

Diablo Canyon Power Plant.The Utility's Diablo Canyon power plant consistdwo nuclear power reactor units, Units 1 and=2r the
year ended December 31, 2013, the U’s Diablo Canyon power plant achieved an averageat\aapacity factor of approximately 92%. The N
operating license for Unit 1 expires in Novembe2£20and the NRC operating license for Unit 2 expireAugust 2025. For more information on
matters affecting Diablo Canyon, see the sectiddD&A entitled “ Regulatory Mattei-Diablo Canyon Nuclear Power PI” in the 2013 Annue



Report, which information is incorporated hereinrbference. The ability of the Utility to produeclear generation depends on the availability of
nuclear fuel. The Utility has entered into variguschase agreements for nuclear fuel that aradeie to ensure long-term fuel supply. For more
information about these agreements, see Note Ifn@inents and Contingencies — Nuclear Fuel Agreg¢syerfithe Notes to the Consolidated
Financial Statements in the 2013 Annual Reportctviniformation is incorporated herein by reference.
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The following table outlines the Diablo Canyon powtant’s refueling schedule for the next five yeaihe Diablo Canyon power plant
refueling outages are typically scheduled everyn2diths. The average length of a refueling outage the last five years has been approximately
49.5 days. The actual refueling schedule and eutagation will depend on the scope of the worlkunexgl for a particular outage and other factors.

2014 2015 2016 2017 2018
Unit 1
Refueling February Septembe - April -
Startug March Novembetr - May -
Unit 2
Refueling October - May - February
Startug Novembel - June - March

Hydroelectric Generation FacilitieS.he Utility’s hydroelectric system consists of I§gherating units at 67 powerhouses, including the
Helms pumped storage facility. Most of the Utiktyhydroelectric generation units are classifiedlage” hydro facilities, as their powerhouse
capacity exceeds 30 MW. The system includes 9&vess, 73 diversions, 169 dams, 173 miles of a8 miles of flumes, 132 miles of tunnels,
65 miles of pipe (penstocks, siphons and low hépelsp, and 4 miles of natural waterways, and agprately 140,000 acres of fee-owned land. The
system also includes water rights as specified®ip&mits or licenses and 160 statements of watergion and use. The Helms pumped storage
facility consists of three motor/generator units.

All of the Utility’s powerhouses are licensed bg thERC (except for three small powerhouses noestil) FERC licensing requirements),
with license terms between 30 and 50 years. ThigyUs in the process of renewing hydroelectitehses associated with capacity of approximately
1,138 MW and surrendering the hydroelectric licesssociated with the Kilarc-Cow Creek Project whidls a capacity of 5 MW. Although the
original licenses associated with 1,070 MW of thE38 MW have expired, the licenses are automayicatiewed each year until completion of the
relicensing process. Licenses associated withoappately 2,812 MW of hydroelectric power will expibetween 2014 and 2047.

Fossil Fuel-fired Generation Facilitie3he Utility’s natural gas-fired generation fac#is include the Colusa Generating Station, the
Gateway Generating Station, and the Humboldt Bayegsing station. In addition, the Utility ownsdaoperates three fuel cell sites in the Bay Area.

Photovoltaic FacilitiesThe Utility’s operational PV facilities include ti@ve Points solar station (15 MW), the Westsidiarsstation (15
MW), the Stroud solar station (20 MW), the Hurotasstation (20 MW), the Cantua solar station (20/Mthe Giffen solar station (10 MW), the
Gates solar station (20 MW), the West Gates stdios (10 MW) and the Guernsey solar station (2M All of these facilities are located in
Fresno County, except for the Guernsey solar statibich is located in Kings County.

Generation Resources from Third Parties

Qualifying Facility Power Purchase Agreement® accordance with the Public Utility Regulatorylieies Act of 1978, the CPUC required
electric utilities to purchase energy and capdciiyn independent power producers with generaticilifies that meet the statutory definition of a
qualifying facility. QFs primarily includesmall production facilities whose primary energues are co-generation facilities that produce
combined heat and power and renewable generatditiés. As of December 31, 2013, the Utility hagreements with 170 QFs that are in
operation, which expire at various dates betwedd 2(hd 2028.

Irrigation Districts and Water AgenciesThe Utility also has entered into agreements withous irrigation districts and water agencies to
purchase hydroelectric power. These agreementirecitpe Utility to make semannual fixed minimum payments as well as variablgnpents base
on the operating and maintenance costs incurrabebirrigation districts and water agencies. Thasdracts will expire on various dates between
2014 and 2030.

Other Third-Party Power Purchase AgreementBhe Utility has entered into several power passhagreements for renewable and
conventional generation resources, including tglligreements and resource adequacy agreements.

For more information regarding the Utiltypower purchase agreements, see Note 14: Commtéraed Contingencies — Third-Party

Power Purchase Agreements, of the Notes to thedlidated Financial Statements in the 2013 AnnugldRie which information is incorporated
herein by reference.
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Renewable Generation Resour

California law requires load-serving entities, sasththe Utility, to gradually increase the amoumenewable energy they deliver to their
customers to at least 33% of their total annualilretlles. The RPS program, which became effeatiB®ecember 2011, established three multi-year
compliance periods that have gradually increasiR@ Rargets: 2011 through 2013, 2014 through 20162817 through 2020. After 2020, the RPS
compliance periods will be annual. In 2013, théif@ania law that established the RPS program waeraded to allow the CPUC to set higher RPS
targets. The CPUC is conducting a rulemaking prdicgy to consider, among other issues, whethehandto increase the RPS targets. Renewable
generation resources, for purposes of the RPS gimggnclude bioenergy such as biogas and biomassij (primarily small) hydroelectric facilities
and efficiency improvements, wind, solar, and geotial energy. The Utility has made substantiaritial commitments under third-party
renewable energy contracts to meet its RPS reqeimtsn The Utility forecasts that it will comply tiits RPS requirements for the first and second
compliance periods based on its current portfaliex@cuted contracts. The costs incurred by thi@yJinder third-party contracts to meet RPS
requirements are expected to be recovered withr ptioeurement costs through rates. The costsibifjctiwned renewable generation projects will
be recoverable through traditional cost-of-servatemaking mechanisms provided that costs do retezkthe maximum amounts authorized by the
CPUC for the respective project.

During 2013, most renewable energy deliveries tediffom third party power purchase agreements@ihagreements. Additional
renewable resources included the Utility’s smallitoglectric and solar facilities and certain irtiga district contracts (small hydroelectric
facilities). (Under California law, generally ondgynall hydroelectric generation resources (30 MWéss) can qualify as a renewable resource for
purposes of meeting the RPS mandate, with someytans. Most of the Utility’s hydroelectric genéirgy units have a capacity in excess of the 30-
MW threshold and do not qualify as RPS-eligibleoteses.)

Total 2013 renewable deliveries are stated indb&etbelow.

Percent of
Bundled

Type GWh Retail Sales
Biopower 3,23¢ 4.2%
Geotherma 3,697 4.9%
Wind 4,90¢ 6.5%
RP<-Eligible Hydroelectric 1,581 2.1%
Solar 3,61: 4.7%
Total 17,03( 22.5%

For more information regarding the Utility’s rendsl@energy contracts, see Note 14: CommitmentsCamdingencies — Third-Party
Power Purchase Agreements, of the Notes to thedlidated Financial Statements in the 2013 AnnugldRe which information is incorporated
herein by reference.

Electricity Transmission

At December 31, 2013, the Utility owned approxinhati8,115 circuit miles of interconnected transnusedines operated at voltages of 500
kV to 60 kV. The Utility also operated 91 electiiansmission substations with a capacity of appnately 62,289 MVA. The Utility’s electric
transmission system is interconnected with elegimiwer systems in the WECC, which includes manytevasstates, Alberta and British Columbia,
Canada, and parts of Mexico.

The CAISO, which is regulated by the FERC, conttbésoperation of the transmission system and gdesvopen access transmission se
on a nondiscriminatory basis. The CAISO also spomsible for ensuring that the reliability of ih@nsmission system is maintained. The Utilitys
as its own scheduling coordinator to schedule edityt deliveries to the transmission grid. Thelityt also acts as a scheduling coordinator towali
electricity produced by several governmental esgitd the transmission grid under contracts thityéintered into with these entities before the
CAISO commenced operation in 1998. In additiordarthe mandatory reliability standards implementgdhe FERC, all users, owners, and
operators of the transmission system, includindUtikity, are also responsible for maintaining adlility through compliance with the reliability
standards. See the discussion of reliability saeaslunder “The Utility’s Regulatory Environment Federal Regulation” above.

In November 2013, the Utility, MidAmerican Transsian LLC, and Citizens Energy Corporation were celé by CAISO to develop a nt
70-mile transmission line to address the growinggrodemand in the greater Fresno area. The 23likkWvill span across Fresno, Madera and
Kings counties, running from the Gates to Greggtations, which are owned and operated by thetytiln addition to increased power, the new
line will help reduce the number and duration ofvpooutages, create jobs and support economic af@velnt, and bolster efforts to integrate clean,
renewable energy onto the grid. The transmissienwould be operational no later than 2022 anddcoome on line earlier.

During 2013, the Utility upgraded several critisabstations and re-conductored some transmissies 10 improve maintenance and
operating flexibility, reliability and safety, inadling the installation or replacement of 8 transiis substation transformers. The Utility expéots
undertake various additional transmission projeuts the next few years to upgrade and expand titi/ld transmission system and increase
capacity in order to accommodate system load grawtkecure access to renewable generation resptoceplace aging or obsolete equipment, and
to improve system reliability. The Utility alsos#aken steps to improve the physical securitysaransmission substations and equipment follo
the attack on one of its transmission substatinmsiril 2013 which caused significant damage.
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Electricity Distribution

The Utility's electricity distribution network coisss of approximately 141,000 circuit miles of distition lines (of which approximately
20% are underground and approximately 80% are eaghh 58 transmission-switching substations, ardddé€tribution substations. The Utility’s
distribution network interconnects with the Utilg transmission system primarily at transmissiaiitching substations and distribution substations
where transformers and switching equipment redoednigh-voltage transmission levels at which tleeteicity transmission system transmits
electricity, ranging from 500 kV to 60 kV, to loweoltages, ranging from 44 kV to 2.4 kV, suitabde distribution to the Utility’s customers.

The distribution substations serve as the centrias lof the Utility’s electricity distribution netwio and consist of transformers, voltage
regulation equipment, protective devices, and stratequipment. Emanating from each substatierpemary and secondary distribution lines
connected to local transformers and switching egeint that link distribution lines and provide deliy to end-users. In some cases, the Utility sells
electricity from its distribution lines or otherdiities to entities, such as municipal and oth@dities, that then resell the electricity. In Ap2013, the
Utility began construction on the first of threeanelectric distribution control centers that wibhlise new smart grid technology, enhancing electric
reliability for customers. Located in Concord, i@ahia, the 37,000-square-foot facility is expette be completed in 2014.

In 2013, the Utility replaced more than nearly D00, feet of underground cable, primarily in Samrsco and East Bay, replaced 100,686
feet of overhead wire, and installed or replacedi$®&ibution substation transformer banks to inwereeliability and provide capacity to
accommodate growing demand. The Utility plansawotionue performing work to improve the reliabileyd safety of its electricity distribution
operations in 2014.

Electricity Operating Statistic:

The following table shows certain of the Utilitydperating statistics from 2009 to 2013 for eledirisold or delivered, including the
classification of revenues by type of service.

2013 2012 2011 2010 2009
Customers (average for the ye 5,243,211 5,214,171 5,188,63! 5,155,72 5,137,24i
Deliveries (in GWh'®) 86,51: 86,11: 81,25¢ 79,63¢ 72,38t
Revenues (in millions
Residentia $ 5091 $ 495 $ 477¢  $ 479 $ 4,75¢
Commercia 4 90¢ 4 73¢F 4732 4.82° 4 53¢
Industrial 1,38¢ 1,40¢ 1,37¢ 1,42¢ 1,392
Agricultural 1,021 901 692 73€ 77C
Public street and highway lightil 75 79 77 79 74
Other (128) (11) 94 (2,17¢) (2,700
Subtotal 12,35: 12,06t 11,75: 10,67¢ 9,83:
Regulatory balancing accounts 137 (51) (157) (35) 424
Total electricity operating revenues $ 12,48¢ $ 12,01« $ 11,60 $ 10,64« $ 10,257
Other Data
Average annual residential usage (k\ 6,752 5,961 6,79¢ 6,84: 6,95¢
Average billed revenues (per kWI
Residentis $ 0.164: $ 0.159: $ 0.154¢ $ 0.156( $ 0.152¢
Commercia 0.149¢ 0.144¢ 0.144: 0.146¢ 0.137:
Industrial 0.092¢ 0.917 0.951 0.98¢ 0.94(
Agricultural 0.145¢ 0.145¢ 0.147¢ 0.145: 0.1327
Net plant investment per custon $ 6,00z $ 491¢ 3 5,04t 3% 4,728 % 4,33¢
(@) These amounts include electricity provided to diearess customers who procure their own suppliekotricity.
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Natural Gas Utility Operations

During 2013, the Utility continued to make signifit progress on efforts to improve the safety a@fidbility of its natural gas operations,
including performing extensive pipeline testing andnitoring, and replacing and upgrading equipmatich of this work is part of the Utility’s
pipeline safety enhancement plan, approved by #idCin December 2012, to modernize and upgradettgal gas transmission system to meet
new, industry-wide safety standards. Many of theggovement efforts satisfy recommendations madée Utility by the NTSB and the CPUC in
2010 and 2011 following their investigations inth@ tSan Bruno accident. The Utility has satisfigt rof the twelve NTSB recommendations. The
Utility continues to make progress on the remairthrge longer-term recommendations.

Since work began on the PSEP and other gas trasismisork in 2011, the Utility has verified 657 g8l of transmission pipeline through
hydrostatic pressure tests or records verificatioplaced 127 miles of transmission pipeline, ifesial34 automated valves, and collected and
digitized more than 3.5 million pipeline records. July 2013, the Utility completed its search aediew of records relating to pipeline pressure
validation for all approximately 6,750 miles of itatural gas transmission system. (See the inféeomatithin MD&A under the headingNatural Ga
Matters” in the 2013 Annual Report, which inforneattiis incorporated herein by reference.) In 2@k3part of the Utility’s multi-year effort to
identify and remove encroachments (e.g. buildingcstires and vegetation overgrowth) from transraisgipeline rights-of-way, the Utility
completed a “centerline” mapping survey of its engas transmission system to locate, mark, andth@penter of all transmission pipelines. The
Utility also continued to improve the integrity mansmission pipelines, which included retrofittisygproximately 190 miles of pipeline in 2013 to
accommodate in-line inspection tools.

The Utility has also implemented a new distributietegrity management program designed to enhapemtions and improve the overall
safety of the gas distribution system. The Utiligs analyzed and replaced a total of 53 miles dfIA\ plastic pipeline in 2012 and 2013 and plans
to replace 33 additional miles by the end of 20t4lso updated the geographic information systéth information on approximately 5,600 miles
of Aldyl-A pipeline, including additional pipeline and seeiattribute information. The Utility completedditibnal distribution leak surveys in 20
(in addition to complying with regular distributid@ak survey requirements) and repaired approximate000 leaks of all grades.

In August 2013, the Utility opened its new 42,0@@are-foot control center in San Ramon, Califotaianonitor and control all aspects of
its natural gas system across its service area. UTility has continued to improve operations biizing modern tools and technologies to inspect
pipelines, detect gas leaks, and provide real-tinwess to detailed maps of the Utility’s undergtbgas system. The Utility has improved its
supervisory controls and data acquisition systetbyetter detect pipeline leaks and breaks and ingpitsvintegrity management program, including
incorporating new analysis tools to identify andess risks to pipeline integrity. The Utility relso implemented a system to enable employees and
contractors to report potential pipeline integitgues and track corrective actions taken. Fintily Utility has significantly improved the spestd
which it responds to gas odor calls.

Natural Gas System Asse

The Utility owns and operates an integrated natymaltransportation, storage, and distributionesgshat includes most of northern and
central California. At December 31, 2013, the iyt natural gas system consisted of approximad@yp59 miles of distribution pipelines, over
6,000 miles of backbone and local transmissionlipips, and various storage facilities. The Utilitwns and operates eight natural gas compressor
stations which receive, store and move naturatlyasigh the Utility’s pipelines.The Utility's backbone transmission system, composed prinfi
Lines 300, 400, and 401, is used to transport igas the Utility’s interconnection with interstatgplines, other local distribution companies, and
California gas fields to the Utility’s local trangssion and distribution systems. Line 300 interemxts with pipeline systems located in the U.S.
Southwest and the Rocky Mountains that are ownetiiby parties (Transwestern Pipeline Company,d&dPNatural Gas Company, Questar
Southern Trails Pipeline Company, and Kern Riveelie Company). Line 300 has a receipt capadigpproximately 1.1 Bcf per day. Line 400
and 401 interconnect at the California-Oregon bovdth the pipeline systems owned by GTN and Ruipekhe, LLC. This line has a receipt
capacity at the border of approximately 2.2 Bcfgay. Through interconnections with other intaestzipelines, the Utility can receive natural gas
from all the major natural gas basins in westernttNAmerica, including basins in western Canade,Rbcky Mountains, and the southwestern
United States. The Utility also is supplied byunat gas fields in California.

The Utility owns and operates three undergroundmhgas storage fields connected to the Utilitydgsmission and storage system and has

a 25% interest in the new Gill Ranch Storage Fifidese storage fields and the Utility’s Gill Rarsttare have a combined firm capacity of
approximately 48.7 Bcf. In addition, three indegeent storage operators are interconnected to tiiegyldtnorthern California transportation system.
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Natural Gas Service

The CPUC divides the Utility’s on-system natura$ gastomers into two categories for the purpostetdrmining service reliability: core
and non-core customers. This classification i€tddargely on a customerannual natural gas usage. The core customearislasmprised mainly «
residential and small commercial natural gas custemThe non-core customer class is comprisedldafsitrial, large commercial, and electric
generation natural gas customers. In 2013, caa®mers represented more than 99% of the Utiligtal natural gas customers and 37% of its total
natural gas deliveries, while non-core customemtsed less than 1% of the Utility’s total natugak customers and 63% of its total natural gas
deliveries. In addition to deliveries discussbdwe, the Utility delivers gas to off-system cusesm(i.e ., outside of the Utility’s service territory)
and to third-party natural gas storage customers.

The Utility provides natural gas transportatiorvgsss to all core and non-core customers conneotéte Utility’s system in its service
territory. Core customers can purchase naturapgaurement service (i.enatural gas supply) from either the Utility or aitate energy service
providers. When the Utility provides both trangption and procurement services, the Utility reterthe combined service as “bundled” natural gas
service. Currently, more than 91% of core custesm@presenting nearly 80% of the annual core maldmand, receive bundled natural gas service
from the Utility.

The Utility does not provide procurement servicéatge non-core customers such as electricity geoes, QF co-generators, enhanced oil
recovery customers, refiners, and other large rwwa-customers. However, some smaller non-cor@euess are permitted to elect to receive core
service, including procurement service, from thiitytif they agree to receive such service for mimum of five years. Core service to non-core
customers is subject to these restrictions to ptatere procurement customers from price increttsscould otherwise result if the Utility incurred
costs to reinforce its pipeline system and takermtheasures to provide core service reliabilitaahort-term basis to serve new load from non-core
customers.

The Utility offers backbone gas transmission, gals/dry (local transmission and distribution), ayab storage services as separate and
distinct services to its non-core customers. Asteghe Utility's backbone gas transmission sysgeavailable for all natural gas marketers and
shippers, as well as non-core customers.

Natural Gas Supplie

The Utility purchases natural gas to serve its costomers directly from producers and marketetsith Canada and the United
States. The contract lengths and natural gas eswfcthe Utility’s portfolio of natural gas purdeacontracts have fluctuated generally based on
market conditions. During 2013, the Utility purcled approximately 240,414 MMcf of natural gas @fahe sale of excess supply of
gas). Substantially all this natural gas was paseld under contracts with a term of one year ar l@fe Utility’s largest individual supplier
represented approximately 13% of the total natyaalvolume the Utility purchased during 2013.

Interstate and Canadian Natural Gas Transportat®grvices Agreemer

The Utility has a number of arrangements with istiie and Canadian third-party transportation serpioviders to serve core customers'
service demands. The Ultility has firm transpootatigreements for delivery of natural gas from emsCanada to the United States-Canada border
with TransCanada NOVA Gas Transmission, Ltd. ar@h¥€anada Foothills Pipe Lines Ltd., B.C. Systd@imese companies’ pipeline systems
connect at the border to the pipeline system ovinye@ TN, which provides natural gas transportatiervises to a point of interconnection with the
Utility’s natural gas transportation system on @regon-California border near Malin, Oregon. Thaity also has firm transportation agreements
with Ruby Pipeline, LLC to transport this gas fréme U.S Rocky Mountains to the interconnection puwiith the Utility’s natural gas transportation
system in the area of Malin, Oregon, at the Calitoborder, and firm transportation agreements itinswestern Pipeline Company, LLC and El
Paso Natural Gas Company to transport this nagiasfrom supply points in the U.S. Southwest tertcgnnection points with the Utility's natural
gas transportation system in the area of Califone@ Topock, Arizona. The Utility also has a g@ortation agreement with Kern River Gas
Transmission Company to transport gas from the Bdgky Mountains to the interconnect point with tidity’s natural gas system in the area of
Daggett, CA.
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Natural Gas Operating Statistic

The following table shows the Utility's operatirtgtsstics from 2009 through 2013 (excluding sulzsigis) for natural gas, including the
classification of revenues by type of service.

2013 2012 2011 2010 2009

Customers (average for the ye 4,378,79 4,353,27! 4,327,40 4,295,74. 4,271,00
Gas purchased (MMc 240,41« 247,79: 279,15 270,22¢ 264,31«
Average price of natural gas purcha $ 3.2¢ % 245 3 3.6 $ 407 $ 3.57
Bundled gas sales (MMcf

Residentia 181,77! 185,37¢ 201,10¢ 195,19! 195,21°

Commercia 46,66¢ 47,34: 52,23( 53,92 57,55(
Total 228,44 232,71 253,33 249,11¢ 252,76’
Revenues (in millions’
Bundled gas sale

Residentia $ 1,87C $ 1,85 $ 2,08¢ $ 1,991 $ 1,95:

Commercia 39t 383 464 474 49€

Regulatory balancing accour 24C 221 29k 30E 28¢

Other 44 66 10z 49 55
Bundled gas revenu 2,54¢ 2,52z 2,95( 2,81¢ 2,79
Transportation service only reven 55E 49¢ 40C 377 34¢
Operating revenues $ 3,10¢ $ 3,021 % 3,35( $ 3,19¢ $ 3,14:
Selected Statistict
Average annual residential usage (Vv 44 45 49 48 48
Average billed bundled gas sales revenues per

Residentia $ 10.2¢ % 9.9¢ $ 10.3¢ % 10.2C $ 10.0¢

Commercia 8.47 8.0¢ 8.8¢ 8.7¢ 8.62
Net plant investment per custon $ 2,23¢ 3% 1,69 $ 1,721 $ 1,637 $ 1,551

Public Purpose and Customer Programs

California law has established various public psgprograms related to energy efficiency, energgarch and development, and renew
energy resources. These programs include the i@Bbther self-generation programs, as discusseerugelf-Generation Incentive Program and
California Solar Initiative,’below. California law requires the CPUC to autheriunding for these programs through the collectibrate surcharge
and other rate components. Additionally, the CRHa€ authorized funding for energy savings assistand demand response programs. For 2013,
the Utility was authorized revenue requirement$z#4 million from electric customers and $160 roillifrom gas customers to fund public purpose
and other programs.

Energy Efficiency Program

The Utility’s energy efficiency programs are desigrio encourage the manufacture, design, distabuénd customer use of energy
efficient appliances, other energy-using equipna@rt energy management products to meet energygsagaals in California. The CPUC has
authorized a total of $823 million to fund the ii§ils 2013 and 2014 energy efficiency programsluding programs administered by the Marin
Energy Authority, a CCA, and a regional networkSain Francisco Bay area cities and counties.

On December 20, 2012, the CPUC approved an enéfigigecy incentive mechanism to reward the Utilityd other California energy
utilities for the successful implementation of th2010-2012 energy efficiency programs. The meisgmaiprovides each utility with an earnings rate
composed of a 5% management fee based on qualitigdlam expenditures and an additional performéoceis of up to 1%. The Utility’s earnings
rate for the 2010-2012 energy efficiency programieys 5.68%. The CPUC has awarded the Utility B8llion and $22 million for program years
2010 and 2011, respectively. The utilities wilkftheir incentive claims based on the CPal@lited 2012 program expenditures in the third tguanf
2014 for approval by the CPUC in the fourth quactfe2014.

On September 5, 2013, the CPUC approved a neweréigency incentive mechanism designed to revihedUtility and the other
California investor-owned utilities for the sucdessmplementation of their energy efficiency paitbs for 2013 and beyond. The mechanism
provides each utility with an ability to earn sHaskeler incentives through four separate earningsgoaies. The mechanism includes a cap on
earnings for the Utility of approximately $41 milfi annually for 2013 and 2014.
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Demand Response Progra

Demand response programs provide financial incestand other benefits to participating customerzuttail on-peak energy use. In April
2012, the CPUC authorized the Utility to collecB@Imillion to fund its 2012-2014 demand responsg@ms. On January 16, 2014, the CPUC
approved a 2015 and 2016 bridge extension of ttetimg programs while it determines the enhancésl @gbdemand response in meeting Califorsia’
resource planning needs and operational requiremetth the exact amount of funding to be determhimea future CPUC decision. Pending a
decision, funding will remain capped at the sarmvellas the current 2013-2014 demand response hudget

Self-Generation Incentive Program and CalifornideBdnitiative

The Utility administers the self-generation inceatprogram authorized by the CPUC to provide ingestto electricity and gas customers
who install certain types of clean or renewablé¢ritisted generation and energy storage resoure¢srtbet all or a portion of their onsite energy
usage. The CPUC approved annual funding for tHegeeleration incentive program of $36 million thghu2014, with any carryover funds to be
administered through 2015. The Utility also adstieis the CSl in its service territory. The CPWS huthorized the Utility to collect approximately
$1.1 billion from 2007 through 2016 to fund custermeentives for the installation of retail solareegy projects to serve onsite load, as well as to
fund research, development, and demonstrationiéetivand administration expenses. The curreatallobjective of this initiative is to install
3,000 MW (through both California investor-ownedattic utilities and municipal electric utilitief)rough 2016. The California legislature approved
additional funding of $108 million for the low ino@ CSI program and the CPUC will provide directionthis extension in 2014.

Low-Income Energy Efficiency Programs and Californigefate Rates for Energy

The CPUC has authorized the Utility to collect apgimately $469 million to support the Utility’s emgy efficiency programs for low-
income and fixedncome customers over 2012 through 2014. ThetWtlso provides a discount rate called the CalitoAlternate Rates for Ener
for low-income customers. This rate subsidy isiar by the Utility’s other customers. During agiyen year, the extent of the subsidy for
customers collectively depends upon the numbeustotners participating in the program and theinaotnergy usage. In 2013, the amount of this
subsidy was approximately $833 million. The CPU&D authorized the Utility to recover approximat845 million in administrative costs relating
to the California Alternate Rates for Energy supsfdough 2014.

Enviro nmental Regulation

The Utility’s operations are subject to extensigddral, state and local laws and requirementsnigléd the protection of the environment
and the safety and health of the Utility's persbane the public. These laws and requirementseétaa broad range of activities, including the
discharge of pollutants into the air, water, anitl fite reporting and reduction of CO2 and other&eimissions; the remediation of hazardous and
radioactive substances; the transportation, hagdéitorage and disposal of spent nuclear fueltl@@nvironmental impacts of land use, including
endangered species and habitat protection.

The penalties for violation of these laws and regpaents can be severe and may include significaes fdamages, and criminal or civil
sanctions. These laws and requirements also nogayreethe Utility, under certain circumstancesinterrupt or curtail operations. To comply with
these laws and requirements, the Utility may neesbend substantial amounts from time to time tstract, acquire, modify, or replace equipment,
acquire permits and/or emission allowances or ah@ssion credits for facility operations and clegm or decommission waste disposal areas at the
Utility's current or former facilities and at thigghrty sites where the Utility’s wastes may haverbdischarged. The actual amount of costs that the
Utility will incur is subject to many factors, inglling changing laws and regulations, the ultimatie@me of complex factual investigations, evolving
technologies, selection of compliance alternatittes nature and extent of required remediationgetttent of the facility owner's responsibility, the
availability of recoveries or contributions fromirthparties, and the development of market-basediesfies to address climate change. Generally, the
Utility has recovered the costs of complying wittvieonmental laws and regulations in the Utilitsases, subject to reasonableness
review. Environmental costs associated with tleamiup of most sites that contain hazardous sutesaare subject to a special ratemaking
mechanism described in Note 14: Commitments andi@mncies—Environmental Remediation Contingen@éshe Notes to the Consolidated
Financial Statements in the 2013 Annual Reportctvimiformation is incorporated by reference.
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Air Quality and Climate Change

The Utility's electricity generation plants, natugas pipeline operations, fleet, and fuel stor@gés are subject to numerous air pollution
control laws, including the federal Clean Air Aag well as state and local statutes. These lad/isegulations cover, among other pollutants, those
contributing to the formation of ground-level ozpnarbon monoxide, SO2, NOx, GHGs, and particuisdéter.

Federal Regulation At the federal level, the EPA is charged witlplementation and enforcement of the Clean Air A&lthough there
have been several legislative attempts to addiiesate change through imposition of nationwide fagpry limits on GHG emissions, comprehen
federal legislation has not yet been enactedthdrabsence of federal legislative action, the BB&used its existing authority under the Clean Air
Act to address GHG emissions, including establiglain annual GHG reporting requirement. The Utfiigs annual GHG emission reports with the
EPA covering its electric and gas operations ingiéance with the EPA’s reporting requirement. tdaion, in January 2014, the EPA published
draft regulations under section 111(b) of the Claarct to control GHG emissions from new fossikl-fired power plants. While these draft
regulations as presently written do not apply ®thility’s power plants currently in operationwander construction, it is possible that the final
regulations may affect the design, constructiomrafion and cost of future fossil fuel-fired povpdsints. The EPA has also announced that it intends
to issue draft regulations applicable to GHG ernissifrom existing power plants under section 11a{dhe Clean Air Act in June of 2014.

State Regulation.AB 32 requires the gradual reduction of state-wid¢G emissions to the 1990 level by 2020. The CARB\é state
agency charged with monitoring GHG levels and aidgptegulations to implement and enforce AB 32.e TTARB established a state-wide GHG
1990 emissions baseline of 427 million metric toh€02 (or its equivalent) to serve as the 2020ssimns limit for the state of California. The
CARB has approved various regulations to implemddhB2, including GHG emissions reporting and aestaide, comprehensive “cap and trade”
program that sets gradually declining limits (oaps”) on the amount of GHGs that may be emittethbymajor sources of GHG emissions.

The cap and trade program’s first two-year comgkaperiod, which began January 1, 2013, appli#iset@lectricity generation and large
industrial sectors. The next three-year compligreréod, from January 1, 2015 through Decembef817, will expand to include the natural gas
supply and transportation sectors, effectively cioggall the capped sectors until 2020. Duringhegear of the program, the CARB will issue
emission allowances (i.e., the rights to emit GH&g)al to the amount of GHGs emissions allowedHat year. Emitters can obtain allowances
from the CARB at quarterly auctions held by the GBA& from third parties or exchanges in the maf&etrading GHG allowances. The CARB is
allocating a fixed number of allowances (which wlificrease each year) for free to regulated elatistabution utilities, including the Utility, fothe
benefit of their electricity customers. The utdiiare required to consign their electricity-rala#iowances for auction by the CARB. The CPUC has
ordered the utilities to allocate their electrieiglated auction revenues among certain classiefcustomers. Although the CPUC has previously
authorized the utilities to recover their electsigielated GHG compliance costs through ratesrebevery of these costs has been temporarily
deferred until May 2014. In addition, the CARB rnalpcate a number of allowances for free to ndwyaa suppliers, including the Utility, for the
benefit of the Utility’s natural gas customers. almticipation of the Utility’'s expanded compliarmigligations for natural gas suppliers beginning
January 1, 2015, the Utility has filed requestthatCPUC for authority to recover the natural ggspsier-related compliance costs from natural gas
customers on an annual basis effective Januar§1B.2The Utility expects all costs and revenusseiated with GHG cap-and-trade to be passed
through to customers.

Increasing use of renewable energy supplies alsgpscted to help reduce GHG emissions in CaliforifFor more information, see
“Renewable Generation Resources” above.)

Climate Change Mitigation and Adaptation Strategid3uring 2013, the Utility continued its programsdevelop strategies to mitigate the
impact of the Utility’s operations (including custer energy usage) on the environment and to dewslggrategy to plan for the actions that it will
need to take to adapt to the likely impacts thiabale change will have on the Utility’s future opéons. With respect to electric operations, ctena
scientists project that, sometime in the next sEvdgcades, climate change will lead to increasetrecity demand due to more extreme and freq
hot weather events. Climate scientists also préidid climate change will result in significanttetions in snowpack in parts of the Sierra Nevada
Mountains. This impact could, in turn, affect thility’s hydroelectric generation. At this timthe Utility does not anticipate that reductions in
Sierra Nevada snowpack will have a significant iotgm its hydroelectric generation, due in large paits adaptation strategies. For example, one
adaptation strategy the Utility is developing isaeanbination of operating changes that may inclbdé are not limited to, higher winter carryover
reservoir storage levels, reduced conveyance fiowanals and flumes in response to an increasempof precipitation falling as rain rather than
snow, and reduced discretionary reservoir waterasss during the late spring and summer. If tilgyUs not successful in fully adapting to
projected reductions in snowpack over the comirgades, it may become necessary to replace sornteehyfdroelectric generation with electricity
from other sources, including GHG-emitting natwas-fired power plants.

With respect to natural gas operations, both safdgted pipeline hydrotesting/strength testing aadnal pipeline maintenance and
operations, releases the GHG methane to the atrespfhe Utility has taken proactive steps to cedihe release of methane by implementing
techniques including drafting and cross-compresaibith reduces the pressures and volumes of najasalvithin pipelines prior to venting. In
addition, the Utility continues to replace a suhtd portion of its older cast iron, steel andspla distribution pipelines and steel gas transioiss
mains with new pipe, which reduces leakage. In 2618 Utility implemented a proactive natural geak repair program, 40,676 gas leaks were
identified, graded, prioritized and repaired. Thienary reason for this effort was public safetywewer, eliminating gas leaks results in a positive
impact to the environment.

The Utility believes its strategies to reduce GHfissions—such as energy efficiency and demand nsgporograms, infrastructure
improvements, and the support of renewable enesggldpment—are also effective strategies for adgt the expected increased demand for
electricity in extreme hot weather events likelyésult from climate change. PG&E Corporation arelWtility are also assessing the benefits and
challenges associated with various climate chawogeigs and identifying how a comprehensive progam be structured to mitigate overall costs to
customers and the economy as a whole while enstivatghe environmental objectives of the prograennaet.
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Emissions Date

PG&E Corporation and the Utility track and reprit annual environmental performance results acadsroad spectrum of areas. As a
result of the time necessary for a thorough, thiadty verification of the Utility’s GHG emissionemissions data for 2012 are the most recent data
available. The Utility reports its GHG emissiongtie CARB. The Ultility also voluntarily repoiits GHG emissions to The Climate Registry, a
non-profit organization that has a reporting andsueement standard applicable to most industrypseatross North America, which enables the
Utility to publicly report GHG emissions not covdrby mandatory reporting requirements. The Utgityird-party verified voluntary GHG
inventory for 2012 totaled more than 57 million netonnes of CO2-e, which includes approximateédyndllion metric tonnes COB-from custome
natural gas use.

Beginning with its 2010 emissions, the Utility refsothe GHG emissions from its facilities and opierss to the EPA under its mandatory
reporting requirements. PG&E Corporation and thiétyalso publish third-party-verified GHG emissig data in their annual Corporate
Responsibility and Sustainability Report.

2012 Emissions Reported to the California Air Resoes Board

The following table shows the GHG emissions dagaUlility reported to the CARB under AB 32.

Amount
(metric
tonnes CO2 —
Source equivalent)
Fossil Fue-Fired Plants) 2,466,385
Natural Gas Compressor Stati«? 351,87¢
Distribution Fugitive Natural Gas Emissia 222,99!
Customer Natural Gas Us(®) 42,434,94
Total 45,476,66
(6] Includes nitrous oxide and methane emissions frarlitility’s generating stations; does not inclutdeminimis emissions.
2 Includes compressor stations emitting more tha@bmetric tonnes of CO2-e annually; does not ohkelde minimis emissions.
@3) Includes emissions from the combustion of natuaal delivered to all entities on the Utiligydistribution system, with the exception of gakveeed to other ne

local distribution companies. This figure does regresent the Utilitys compliance obligation under AB 32, which will éguivalent to the above reported vi
fuel that is delivered to covered entities as dated by the CARB

Benchmarking GHG Emissions for Delivered Electrigi

The Utility’s third-party-verified CO2 emissionstesassociated with the electricity delivered toteoeers in 2012 was 445 pounds of CO2
per MWh. The Utility’s 2012 emissions rate as cangal to the national and California averages fectek utilities is shown in the following table:

Amount
(Pounds of
CO2 per
MWh)
U.S. Average® 1,21¢€
Californie's Average®) 65¢
Pacific Gas and Electric Compa® 44E
(&) Source: Environmental Protection Agency eGRID 20&gsion 1.0, which contains year 2009 informationfiggured to reflect the electric power industigtsr
structure as of May 10, 2012. This is the mo«-to-date information available from EP
@ Since the Utility purchases a portion of its elietly from the wholesale market, the Utility is redtle to track some of its delivered electricitglb#o a specific

generator. Therefore, there is some unavoidatdertainty in the Utilit’'s total emissions and the Util's emission rate for delivered electrici
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Emissions Data for Utilit-Owned Generation

In addition to GHG emissions data provided abdve table below sets forth information about the Giif@ other emissions from the
Utility’s owned generation facilities. The Utilityowned generation (primarily nuclear and hydrogle facilities) comprised more than 40% of the
Utility’s delivered electricity in 2012. The Utili’s fossil fuel-fired generation comprised approzgtely 8% of the Utility’s delivered electricity in
2012.

2012 2011
Total NOx Emissions (ton: 15¢ 144
NOx Emissions Rates (pounds/MW
Fossil Fue-Fired Plants 0.0t 0.0¢
All Plants 0.01 0.00¢
Total SO2 Emissions (ton 15 12
SO2 Emissions Rates (pounds/MV
Fossil Fue-Fired Plants 0.00¢ 0.00¢
All Plants 0.000¢ 0.0007
Total CO2 Emissions (metric ton 2,464,46. 2,024,201
CO2 Emissions Rates (pounds/MW
Fossil Fue-Fired Plants 864 87t
All Plants 172 12¢€
Other Emissions Statistis
Sulfur Hexafluoride Emissior
Total Sulfur Hexafluoride Emissions (met
tons CC-e) 63,127 70,05:
Sulfur Hexafluoride Emissions Leak R: 1.5% 1.7%

Water Quality

The EPA published draft regulations in April 20blimplement the requirements of the federal CleatéWAct that requires cooling water
intake structures at electric power plants, sudhasuclear generation facilities at Diablo Canyeflect the best technology available to minimize
adverse environmental impacts. In June 2012, B iroposed changes to these draft regulationshytiiadopted, would provide more flexibility
in complying with some of the requirements. I¢isrently uncertain when the EPA will issue finadulations.

At the state level, the California Water Board hdepted a policy on once-through cooling that gaherequires the installation of cooling
towers or other significant measures to reducentipact on marine life from existing power genenatfacilities in California by at least 85%. The
California Water Board has appointed a committeeviuate the feasibility and cost of using altéueatechnologies to achieve compliance at
nuclear power plants, including Diablo Canyon. Thenmittee’s consultant is expected to submit al fieport to the California Water Board in
2014. If the California Water Board requires thetatlation of cooling towers that the Utility beles are not technically or economically feasilie, t
Utility may be forced to cease operations at Diabémyon and may incur a material charge. Evemeiftility is not required to install cooling
towers, it could incur significant costs to compligh alternative compliances measures or to makenpats to support various environmental
mitigation projects. The Utility would seek to reeo such costs in rates. The Utility’s Diablo Canyperations must be in compliance with the
California Water Board’s policy by December 31, 202
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Hazardous Waste Compliance and Remediat

The Utility's facilities are subject to the requirents issued by the EPA under the federal Res@@ooservation and Recovery Act and the
CERCLA, as well as other state hazardous waste datother environmental requirements. CERCLAsimdlar state laws impose liability,
without regard to fault or the legality of the drigl conduct, on certain classes of persons thatiboted to the release of a hazardous substantze i
the environment. These persons include the owneperator of the site where the release occumedcampanies that disposed or arranged for the
disposal of the hazardous substances found aitéhesd in some cases corporate successors tp#rators or arrangers. Under CERCLA, these
persons may be subject to joint and several ligtfitir the costs of cleaning up the hazardous swmlgsss that have been released into the environmen
damages to natural resources, and the costs dfedchealth studies. In the ordinary course oflitibity's operations, the Utility generates watiat
falls within CERCLA's definition of hazardous sudnstes and, as a result, has been and may be jairdigeverally liable under CERCLA for all or
part of the costs required to clean up sites atlwtiiese hazardous substances have been reletsdteienvironment.

The Utility has a comprehensive program in placeamply with federal, state, and local laws anditetions related to hazardous materials
and hazardous waste compliance, remediation deiyénd other environmental requirements. ThityJéssesses and monitors, on an ongoing
basis, measures that may be necessary to compiythveise laws and regulations and implements chandtsprogram as deemed appropriate. The
Utility’s remediation activities are overseen by @Balifornia Department of Toxic Substances Conseleral California regional water quality
control boards, and various other federal, statd lacal agencies.

The Utility has been, and may be, required to payehvironmental remediation at sites where thétitias been, or may be, a potentially
responsible party under CERCLA and similar statédrenmental laws. These sites include former maaufred gas plant sites, power plant sites
gathering sites, sites where natural gas compresstions are located, and sites used by the ytilitthe storage, recycling, or disposal of patahyt
hazardous substances. Under federal and Califtawig the Utility may be responsible for remediatof hazardous substances even if it did not
deposit those substances on the site. Althouglititiey has provided for known environmental olaigpns that are probable and reasonably
estimable, estimated costs may vary significamtynf actual costs, and the amount of additionalrbutiosts may be material to results of operations
in the period in which they are recognized. Foreriaformation about environmental remediationiliibs, see the sections within MD&A entitled
“Environmental Matters,” “Critical Accounting Polis,” and Note 14: Commitments and Contingenciesir&mmental Remediation Contingencies,
of the Notes to the Consolidated Financial Statesmienthe 2013 Annual Report, which informatioririsorporated herein by reference.

Generation Facilities

Operations at the Utility's current and former gatien facilities may have resulted in contaminaei or groundwater. Although the
Utility sold most of its geothermal and fossil fifiged plants, in many cases the Utility retained-plosing environmental liability under various
environmental laws. The Utility currently is intigmting or remediating several such sites withdbersight of various governmental
agencies. Fossil fuel-fired Units 1 and 2 of thdity's Humboldt Bay power plant shut down in Septber 2010, and are now in the
decommissioning process along with the nuclear Bnithich was shut down in 1976. The Utility haseged into a voluntary cleanup agreement
with the California Department of Toxic Substan€emtrol and is currently completing a soil and grdwater investigation to determine what soil
and groundwater remediation may be necessary.

Former Manufactured Gas Plant Sit

The Utility is assessing whether and to what extentedial action may be necessary to mitigate piademazards posed by certain retired
MGP sites. During their operation, from the midd@8 through the early 1900s, MGPs produced lamplzad coal tar residues. The residues from
these operations, which may remain at some sitggaitnn chemical compounds that now are classifeedagardous. The Utility has been
coordinating with environmental agencies and tipiadgty owners to evaluate and take appropriaterattionitigate any potential environmental
concerns at 41 MGP sites that the Utility ownedperated in the past.

Natural Gas Compressor Statio

Groundwater at the Utility’s Hinkley and Topock il gas compressor stations contains hexavaleatmim as a result of the Utility’s
past operating practices. The Utility is respolesfbor remediating this groundwater contaminatiod for abating the effects of the contamination on
the environment. The Utility has incurred sigrafit environmental liabilities associated with theftes. For more information about the Utility’s
remediation and abatement efforts and relatedilialsi see Note 14: Commitments and Contingen&esionmental Remediation Contingencies of
the Notes to the Consolidated Financial Statemantse 2013 Annual Report, which information isongorated herein by reference.
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Nuclear Fuel Disposa

Under the Nuclear Waste Policy Act of 1982, the Dédi electric utilities with commercial nuclear pvplants were authorized to enter
into contracts under which the DOE would be reguiedispose of the utilities’ spent nuclear fuedl digh-level radioactive waste by January 1998,
in exchange for fees paid by the utilities. TheEBlas been unable to meet its contractual obligatith the Utility to dispose of nuclear waste from
the Ultility’s two nuclear generating units at Diablo Canyontaedetired nuclear facility at Humboldt Bay U8it As a result, the Utility construct
an interim dry cask storage facility to store sgfaet at Diablo Canyon through at least 2024, asdparate facility at Humboldt Bay. The Utilityd:
other nuclear power plant owners sued the DOEdover the costs that they incurred to construerrint storage facilities for spent nuclear fuel.

On September 5, 2012, the U.S. Department of &uatid the Utility executed a settlement agreentattawarded the Utility $266 million
for spent fuel storage costs incurred through Déear81, 2010. In 2013, the Utility was awardedadditional $29 million for costs incurred
between January 2011 and May 2012. These proges@srecorded in a regulatory balancing accountaiedeing refunded to customers through
rates. On January 31, 2014, the U.S. Departnfehtstice and the Utility executed an addendumrehitey the term of the settlement agreement for
an additional three years, through 2016. The a@edsettlement agreement does not address costssiddor spent fuel storage after 2016 and such
costs could be the subject to future litigatioron€iderable uncertainty continues to exist regareihen and whether the DOE will meet its
contractual obligation to the Utility and other tear power plant owners to dispose of spent fuel.

Nuclear Decommissioning

The Utility's nuclear power facilities consist @fd units at Diablo Canyon and the retired faciéityHumboldt Bay Unit 3. Nuclear
decommissioning requires the safe removal of nudsedlities from service and the reduction of desl radioactivity to a level that permits
termination of the NRC license and release of tiopgrty for unrestricted use. The Utility files application with the CPUC every three years
requesting approval of the Utility’s estimated deooissioning costs and authorization to recovereitanated costs through rates. Nuclear
decommissioning charges collected through rateheltkin nuclear decommissioning trusts to be disethe eventual decommissioning of each
nuclear unit. (See the discussion of the 2012 éardDecommissioning Cost Triennal Proceeding irsdation of MD&A entitled “Regulatory
Matters—Diablo Canyon Nuclear Power Plant” and Nbt8ummary of Significant Accounting Policies b&tNotes to the Consolidated Financial
Statements in the 2013 Annual Report, which infaromais incorporated herein by reference.)

Endangered Specie

Many of the Utility's facilities and operations doeated in, or pass through, areas that are desidras critical habitats for federal, or state-
listed endangered, threatened, or sensitive speties Utility may be required to incur additiomaists or be subjected to additional restrictions on
operations if additional threatened or endangepediss are listed or additional critical habitats designated at or near the Utility's facilities o
operations. The Utility is seeking to secure “hatbtonservation plans” to ensure long-term compkawith state and federal endangered species
acts. The Utility expects that it will be ableraover costs of complying with state and fedenalamgered species acts through rates.

ITEM 1A. Risk Factors

A discussion of the significant risks associatethwivestments in the securities of PG&E Corporatiad the Utility appears within MD&
under the heading “Risk Factors” in the 2013 AnrRigport, which information is incorporated herejnréference.

ITEM 1B. Unresolved Staff Comments
None.
ITEM 2. Properties

The Utility owns or has obtained the right to ocgamd/or use real property comprising the Utiligfsctricity and natural gas distribution
facilities, natural gas gathering facilities anchggtion facilities, and natural gas and electritiatnsmission facilities, which are described abov
under “Electric Utility Operations” and “Natural G#&Jtility Operations” which information is incorpated herein by reference. The Utility occupies
or uses real property that it does not own primdhtough various leases, easements, rights-of-peynits, or licenses from private landowners or
governmental authorities. In total, the Utilityooipies 11.0 million square feet of real propemygjuding 8.6 million square feet that the Utility
owns. The Utility’s corporate headquarters congxiapproximately 1.7 million square feet locateddmeral Utility-owned buildings in San
Francisco, California. PG&E Corporation also hateeed into leases for approximately 87,000 sqfestof office space in San Francisco,
California. Leases for 40,000 square feet willisxjn 2014 and the remaining leases will expir@®22.
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The Utility currently owns approximately@,000 acres of land, including approximately 180,8cres of watershed lands. Pursuant to
its 2002 Settlement Agreement with the CPUC, thtYagreed to permanently preserve six “benefipizblic values” on all its watershed lands
through conservation easements or equivalent grote; and to make up to 44,000 acres of its waestdands available for donation to public
entities or qualified non-profit conservation orgaations through its Land Conservation CommitmeFte Utility will not donate watershed lands
that contain the Utility's or a joint licensee'dlhgelectric generation facilities, but this landlwe encumbered with conservation easements. Bt
to the 2002 Settlement Agreement, the Pacific Rokésershed Lands Stewardship Council was formexvévsee the development and
implementation of a Land Conservation Plan thataetes the longerm management objectives for these watershed lafide Council is governe
by an 18-member board of directors, one of whoapjzointed by the Utility. The other members repnes range of diverse stakeholders in the
watershed lands. The Utility’s goal is to implemalhthe Land Conservation Commitment transactimnthe end of 2017, subject to securing all
required regulatory approvals.

ITEM 3. 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 informatiorarding PG&E Corporation’s and the Utility’s lialtilifor legal matters, see Note 14: Commitments
and Contingencies of the Notes to the Consolidatedncial Statements in the 2013 Annual Reportctviniformation is incorporated herein by
reference.

Diablo Canyon Power Plan

The Utility's Diablo Canyon power plant employsamte-through” cooling water system that is regalateder a Clean Water Act permit
issued by the Central Coast Board. This permitalthe Diablo Canyon power plant to discharge twicg water at a temperature no more than 22
degrees above the temperature of the ambient iegeimater, and requires that the beneficial usebh®fvater be protected. The beneficial uses of
water in this region include industrial water syppharine and wildlife habitat, shellfish harvegtimnd preservation of rare and endangered
species. In January 2000, the Central Coast Beaugd a proposed draft cease and desist ordgimgllthat, although the temperature limit has n
been exceeded, the Utility's Diablo Canyon powan{d discharge was not protective of beneficiabus

In October 2000, the Utility and the Central Cdaséard reached a tentative settlement under whiglCéntral Coast Board agreed to find
that the Utility's discharge of cooling water frahe Diablo Canyon power plant protects beneficgsuiand that the intake technology reflects the
best technology available, as defined in the fdd&lean Water Act. As part of the tentative setiant, the Utility agreed to take measures to pve
certain acreage north of the plant and to fund@pprately $6 million in environmental projects afudure environmental monitoring related to
coastal resources. On March 21, 2003, the Ce@trast Board voted to accept the settlement agréden@nJune 17, 2003, the settlement agreemen
was executed by the Utility, the Central Coast Baard the California Attorney General's Office.c@ndition to the effectiveness of the settlement
agreement is that the Central Coast Board renewl®{@anyon's permit.

At its July 10, 2003 meeting, the Central CoastrBahd not renew the permit and continued the peremewal hearing
indefinitely. Several Central Coast Board memlidgcated that they no longer supported the setttéragreement, and the Central Coast Board
requested a team of independent scientists, as®fartiechnical working group, to develop additidinéormation on possible mitigation measures for
Central Coast Board staff. In January 2005, theti@eCoast Board published the scientists' degfbrt recommending several such mitigation
measures. If the Central Coast Board adopts iketsts' recommendations, and if the Utility uléately is required to implement the projects
proposed in the draft report, it could incur casftsip to approximately $30 million. The Utility witil seek to recover these costs through rates
charged to customers.

The EPA published draft regulations iniRp®11 to implement the requirements of SECTION@®) of the federal Clean Water Act
that requires cooling water intake structures etteilc power plants, such as the nuclear generéuilities at Diablo Canyon, to reflect the best
technology available to minimize adverse environtaempacts. In June 2012, the EPA proposed clatmthese draft regulations which, if
adopted, would provide more flexibility in complginvith some of the requirements. It is currenthgertain when the EPA will issue final
regulations. As part of the implementation prodesshe California Water Resources Control Boamtise-through cooling policy, the California
Water Board’s nuclear review committee is oversgéievelopment of an alternative technology assessfoeDiablo Canyon. The committee’s
consultant is expected to submit its final reporthte California Water Board in 2014. The CaliiarWater Board’s policy on once-through cooling
and the EPA’s final regulations could affect futnegotiations between the Central Coast Board leadtility regarding the status of the 2003
settlement agreement. (See “ltem 1. Business—Emviemtal Matters—Water Quality” above.) PG&E Cogimm and the Utility believe that the
ultimate outcome of this matter will not have a enetl impact on their Utility's financial conditiasr results of operations.
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Litigation Related to the San Bruno Accident and Nmal Gas Spending

Following the San Bruno accident various lawsuieseMiled in San Mateo County Superior Court agdtG&E Corporation and the Utility
to seek compensation for personal injury and ptgmamage, and other relief, including punitive daes. In 2011 and 2012 , the Utility entered
settlement agreements to resolve many of the claimddn September 2013, the Utility agreed to es¢ltté claims of substantially all of the remaining
plaintiffs who sought compensation. At DecemberZl3, the Utility has recorded cumulative chargfe565 million as its best estimate of
probable loss for third-party claims related to 8 Bruno accident and has made cumulative pagnoé®$520 million to third-party claimants.

At December 31, 2013, there were also four purpasteareholder derivative lawsuits outstanding ajaG&E Corporation and the Utility
seeking recovery on behalf of PG&E Corporation #redUtility for alleged breaches of fiduciary ddty officers and directors, among other claims.
The plaintiffs for three of these lawsuits havedila consolidated complaint with the San Mateo GoBuoperior Court. The court has lifted the stay
on these proceedings for the limited purpose ofaafig the parties to exchange information and disqossible resolution. A case management
conference is scheduled for April 18, 2014. Theaiming purported shareholder derivative lawsuliédfiin the U.S. District Court for the Northern
District of California, remains stayed. PG&E Caorgtion and the Utility are uncertain when and hbease derivative lawsuits will be resolved.

In addition, on August 23, 2012, a complaint wiedfin the San Francisco Superior Court against B@&rporation and the Utility (and
other unnamed defendants) by individuals who seefication of a class consisting of all Califoarmiesidents who were customers of the Utility
between 1997 and 2010, with certain exceptions plaintiffs allege that the Utility collected madtean $100 million in customer rates from 1997
through 2010 for the purpose of various safety mesmsand operations projects but instead useditidsffor general corporate purposes such as
executive compensation and bonuses. PG&E Corporatid the Utility contest the allegations.

For additional information, see the discussion imittiD&A under the heading, “Natural Gas Matterstan Note 14: Commitments and
Contingencies of the Notes to the Consolidatedri€i@ Statements contained in the 2013 Annual Repdvich discussions are incorporated herein
by reference.

Pending CPUC Investigation

There are three CPUC investigative enforcementgatings pending against the Utility related tolthidity’s natural gas operations and the
San Bruno accident. Evidentiary hearings and imgedn the issue of alleged violations have beengteted in each of these investigations. The
CPUC has stated that it is prepared to imposefiignt penalties on the Utility if the CPUC detenms that the Utility violated applicable laws, 8)
and orders. The SED has recommended that the Gfpise what the SED characterizes as a penalt@.@b%illion on the Utility, consisting of a
$300 million fine payable to the State General Fand $1.950 billion of non-recoverable costs tdgren work under the Utility’s pipeline safety
enhancement plan and to implement the operatiena¢dies. Several other parties have also subnpuieedity recommendations. The administrative
law judges who oversee the investigation are exgkeitt issue one or more presiding officers’ deaisito address the violations that they have
determined the Utility committed and to impose pes It is uncertain when the decisions willisgued.

For more information, see discussions within MD&Ader the heading, “Natural Gas Matters,” and NdteClommitments and
Contingencies of the Notes to the Consolidatedrigiz Statements in the 2013 Annual Report, whisbussions are incorporated herein by
reference.

Other CPUC Enforcement Matters

The Utility and other California gas corporatioms eequired to provide notice to the SED of any-gkdntified or selfeorrected violations «
certain state and federal regulations that retatbe safety of natural gas facilities and opegpfiractices. The SED is authorized to issue oitati
and impose fines for self-identified or self-cotextviolations and for violations that the SED itifées through its periodic audits of the Utility’s
operations or otherwise. In January 2012, the 8iiwsed fines of $16.8 million on the Utility foeléreported failure to perform certain leak
surveys and in 2013 the SED imposed fines rangimg 50,000 to $8.1 million for self-reported viidems. The Utility has filed over 50 self-reports
with the SED, plus additional follow-up reportsatthe SED has not yet addressed. The SED is eeg&rimpose fines or take enforcement action
with respect to some of these self-reports.

In August 2013, the CPUC issued two OSCs relateddocument submitted by the Utility on July 3, 2@k “errata” to correct information
about some segments in Lines 101 and 147 (twoeofJthity’s natural gas transmission pipelines tbatve the San Francisco peninsula) that had
been previously provided to the CPUC in Octoberl2@lallow the Utility to restore operating presson these pipelines. On December 19, 2013,
the CPUC issued a decision to impose fines of apmeately $14 million on the Utility in connectionitlr the errata submission, finding that the
Utility violated CPUC rules that prohibit any pensisom misleading the CPUC. On January 23, 204et Litility filed an application for rehearing of
this decision, arguing that it is erroneous in saMespects. It is uncertain when the CPUC w8lie a decision on the other OSC that directed the
Utility to show cause why all orders issued by @UC to authorize increased operating pressurbeblftility’s gas transmission pipelines should
not be immediately suspended pending competent gismadion that the Utility’s natural gas systemorels are reliable.

In addition, the Utility has notified the CPUC atié SED that the Utility is undertaking a systendeveffort to survey its transmission

pipelines and identify and remove encroachments fogpeline rights-of-way over a muljiear period. The SED could impose penalties orutfiy
or take other enforcement action in connection Witk matter.
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Criminal Investigation

In June 2011, the U.S. Department of Justice, tilédtnia Attorney General’s Office, and the SantdtaCounty District Attorney’s Office
began an investigation of the San Bruno accidedtradicated that the Utility is a target of the @stigation. Although the San Mateo County Dis
Attorney’s Office has publicly indicated that ithamot pursue state criminal charges, the U.S. Btepent of Justice may still bring criminal charges,
including charges based on claims that the Unlibjated the federal Pipeline Safety Act, againS&E Corporation or the Utility. It is uncertain
whether any criminal charges will be brought agaamy of PG&E Corporation’s or the Utility’s curreor former employees. The Ultility is
continuing to cooperate with federal investigatofscriminal charge or finding would further harhretUtility’s reputation. PG&E Corporation and
the Utility are unable to estimate the amount ageaof reasonably possible losses associated mytleigil or criminal penalties that could be
imposed and such penalties could have a matergdétron PG&E Corporation’s and the Utility’s findalacondition, results of operations, and cash
flows. In addition, the Utility’s business or op&ons could be negatively affected by any remedissures that the Utility may undertake, such as
operating its natural gas transmission businegestto the supervision and oversight of an indejeah monitor.

See the discussions within MD&A under the headiNgttiral Gas Matters — Criminal Investigation,” andNote 14: Commitments and
Contingencies of the Notes to the Consolidatedrigizh Statements in the 2013 Annual Report, whiskubsions are incorporated herein by
reference.

ITEM 4. Mine Safety Disclosures

Not applicable.
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EXECUTIVE OFFICERS OF THE REGISTRANTS

The names, ages and positions of PG&E Corporasarcutive officers,” as defined by Rule 3b-7 of @eneral Rules and Regulations under the
Exchange Act at February 3, 2014 were as follows.

Name

Age

Position

Anthony F. Earley, Ji
Kent M. Harvey
Christopher P. Johr
Hyun Park

Greg S. Prue!

John R. Simol

64
55
53
52
56
49

Chairman of the Board, Chief Executive Officer, &rdsiden
Senior Vice President and Chief Financial Offi

President, Pacific Gas and Electric Comp

Senior Vice President and General Coul

Senior Vice President, Corporate Affa

Senior Vice President, Human Resour

All officers of PG&E Corporation serve at the plessof the Board of Directors of PG&E Corporatidduring at least the past five years through
February 3, 2014, the executive officers of PG&Epooation had the following business experienceedpx as otherwise noted, all positions have
been held at PG&E Corporation.

Name

Position

Period Held Office

Anthony F. Earley, Ji

Kent M. Harvey

Christopher P. Johr

Hyun Park

Greg S. Prue!

John R. Simol

Chairman of the Board, Chief Executive Officer, drdsiden
Executive Chairman of the Board, DTE Energy Comg.
Chairman of the Board and Chief Executive Offid&TE Energy
Company

Senior Vice President and Chief Financial Offi

Senior Vice President, Financial Services, fRaGas and Electric
Company

Senior Vice President and Chief Risk and Audit €ff

President, Pacific Gas and Electric Comp

Senior Vice President and Chief Financial Offi

Senior Vice President, Financial Services, fRaGas and Electric
Company

Senior Vice President, Chief Financial Officer, dirdasure

Senior Vice President and Treasurer, Pacific Gdssectric Compan

Senior Vice President and General Coul

Senior Vice President, Corporate Affa

Senior Vice President, Corporate Affairs, HadBas and Electric
Company

Senior Vice President, Corporate Relati

Senior Vice President, Corporate Relationsijfiea8as and Electric
Company

Senior Vice President, Human Resour

Senior Vice President, Human Resources, PacificaBd<Electric
Company
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September 13, 2011 to pres
October 1, 2010 to September 12, 2
August 1998 to September 30, 2(

August 1, 2009 to prese
August 1, 2009 to present

October 1, 2005 to July 31, 20
August 1, 2009 to prese

May 1, 2009 to July 31, 20(
May 1, 2009 to July 31, 2009

October 4, 2005 to April 30, 20(
June 1, 2007 to April 30, 20(

November 13, 2006 to prese

November 1, 2009 to prese
November 1, 2009 to prese

November 1, 2007 to October 31, 2(
March 1, 2009 to October 31, 2009

April 16, 2007 to preser
April 16, 2007 to preser




The names, ages and positions of the Utility's ¢exige officers,” as defined by Rule 3b-7 of then@rl Rules and Regulations under the Exchange
Act at February 3, 2014 were as follows:

Name Age Position
Anthony F. Earley, Ji 64 Chairman of the Board, Chief Executive Officer, &rdsident, PG&E Corporatic
Christopher P. Johr 53 Presiden
Nickolas Stavropoulo 55 Executive Vice President, Gas Operati
Geisha J. William: 52 Executive Vice President, Electric Operatit
Karen A. Austin 52 Senior Vice President and Chief Information Offi
Desmond A. Bel 51 Senior Vice President, Safety and Shared Ser
Thomas E. Bottorf 60 Senior Vice President, Regulatory Affa
Helen A. Burt 57 Senior Vice President and Chief Customer Off
John T. Conwa' 56 Senior Vice President, Energy Sup
Edward D. Halpir 52 Senior Vice President and Chief Nuclear Offi
Kent M. Harvey 55 Senior Vice President, Financial Servii
Gregory K. Kiraly 49 Senior Vice President, Electric Distribution Ope&as
Hyun Park 52 Senior Vice President and General Counsel, PG&Pp@&@ation
Greg S. Pruel 56 Senior Vice President, Corporate Affa
John R. Simol 49 Senior Vice President, Human Resour
Jesus Soto, J 46 Senior Vice President, Engineering, Constructio®@@&erations
Fong War 52 Senior Vice President, Energy Procurern

Dinyar B. Mistry

51 VVice President, Chief Financial Officer, and Coliéno

All officers of the Utility serve at the pleasurtthe Board of Directors of the Utility. During Bast the past five years through February 3, 20tk
executive officers of the Utility had the followirmysiness experience. Except as otherwise ndtgubsitions have been held at Pacific Gas and

Electric Company.

Name

Position

Period Held Office

Anthony F. Earley, Ji

Christopher P. Johr

Nickolas Stavropoulo

Geisha J. William:

Karen A. Austin

Chairman of the Board, Chief Executive Officer, &rdsident, PG&l
Corporation
Executive Chairman of the Board, DTE Energy Comy.
Chairman of the Board and Chief Executive Offid&TE Energy
Company

Presiden

Senior Vice President, Financial Servii

Senior Vice President and Chief Financial Offie@G&E Corporatior
Senior Vice President and Treast

Senior Vice President, Chief Financial Officand Treasurer, PG&E
Corporation

Executive Vice President, Gas Operati
Executive Vice President and Chief Operating OffiteS. Gas
Distribution, National Gric

Executive Vice President, Electric Operatit
Senior Vice President, Energy Delive

Senior Vice President and Chief Information Offi

President, Consumer Electronics, Sears Holc
Executive Vice President, Chief Information Offic8ears Holding
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September 13, 2011 to pres

October 1, 2010 to September 12, 2
August 1998 to September 30, 2(

August 1, 2009 to prese

May 1, 2009 to July 31, 20C

May 1, 2009 to July 31, 20(

June 1, 2007 to April 30, 20(
October 4, 2005 to April 30, 2009

June 13, 2011 to prese
August 2007 to March 31, 20:

June 1, 2011 to prese
December 1, 2007 to May 31, 20

June 1, 2011 to prese
February 2009 to May 201
March 2005 to January 20!




Desmond A. Bel

Thomas E. Bottorf

Helen A. Burt

John T. Conwa'

Edward D. Halpir

Kent M. Harvey

Gregory K. Kiraly

Hyun Park

Greg S. Prue!

John R. Simol

Jesus Soto, J

Fong War

Dinyar B. Mistry

Senior Vice President, Safety and Shared Ser
Senior Vice President, Shared Services and ChafuPement Office
Vice President, Shared Services and Chief Procure®ficer

Senior Vice President, Regulatory Affa
Senior Vice President, Regulatory Relatir

Senior Vice President and Chief Customer Off

Senior Vice President, Energy Sup

Senior Vice President, Energy Supply and Chief BaicDfficer
Senior Vice President, Generation and Chief Nudl¥icer
Senior Vice President and Chief Nuclear Offi

Senior Vice President and Chief Nuclear Offi

President, Chief Executive Officer and ChiefcMar Officer, South
Texas Project Nuclear Operating Comp.

Chief Nuclear Officer, South Texas Project Nucl@aerating Compar

Senior Vice President, Financial Servir

Senior Vice President and Chief Financial Offié@g&E Corporatior
Senior Vice President and Chief Risk and Aaffticer, PG&E
Corporatior

Senior Vice President, Electric Distribution Opearas
Vice President, Electric Distribution Operatic

Vice President, SmartMeter Operatic

Vice President, Electric Maintenance and Constonc
Vice President, Transmission Substations, Mainte@amc
Constructior

Senior Vice President and General Counsel, PG&p&ation

Senior Vice President, Corporate Affa

Senior Vice President, Corporate Affairs, PG&E Guogtion
Senior Vice President, Corporate Relati

Senior Vice President, Corporate Relations, PG&EpGation

Senior Vice President, Human Resout
Senior Vice President, Human Resources, PG&E Catjoor

Senior Vice President, Engineering, Constructio®@gerations
Senior Vice President, Gas Transmission Opera
Vice President, Operations Services, El Paso Pip&irour

Senior Vice President, Energy Procuren

Vice President, Chief Financial Officer, and Coli&éo

Vice President and Controller, PG&E Corporat

Vice President and Controll

Vice President and Chief Risk and Audit Offic

Vice President and Chief Risk and Audit Officer,&&5Corporation
Vice President, Internal Auditing/Compliance anti&s, PG&E
Corporatior
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January 1, 2012 to prese
October 1, 2008 to December 31, 2(
March 1, 2008 to September 30, 2(

September 1, 2012 to pres:
October 14, 2005 to August 31, 2C

February 27, 2006 to prese

March 1, 2012 to prese

April 1, 2009 to February 29, 20:
October 1, 2008 to March 31, 20
March 1, 2008 to September 30, 2(

April 2, 2012 to preser
December 2009 to March 2012

October 2008 to November 20

August 1, 2009 to prese
August 1, 2009 to prese
October 1, 2005 to July 31, 2009

September 18, 2012 to pres
October 1, 2011 to September 17, 2
August 23, 2010 to September 30, 2I
January 1, 2010 to August 22, 2(
January 1, 2009 to December 31, 2

November 13, 2006 to prese

November 1, 2009 to prese
November 1, 2009 to prese

March 1, 2009 to October 31, 20
November 1, 2007 to October 31, 2(

April 16, 2007 to preser
April 16, 2007 to preser

September 2013 to pres¢
May 29, 2012 to September 20
May 2007 to May 201

October 1, 2008 to prese

October 1, 2011 to prese

March 8, 2010 to prese

March 8, 2010 to September 30, 2(
September 16, 2009 to March 7, 2(
August 1, 2009 to March 7, 20
January 1, 2009 to July 31, 20




PART Il
ITEM 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

As of February 3, 2014, there were 64,972 holdérsaprd of PG&E Corporation common stock. PG&E@wation common stock is
listed on the New York Stock Exchange and the Setissk exchange. The high and low sales pricG&E Corporation common stock for each
quarter of the two most recent fiscal years ardasttt under the heading “Quarterly ConsolidatedaRcial Data (Unaudited)” in the 2013 Annual
Report, which information is incorporated hereinrbference. Shares of common stock of the Uty solely owned by PG&E
Corporation. Information about the frequency, antpand restrictions upon the payment of, dividemadgommon stock declared by PG&E
Corporation and the Utility is set forth in PG&E i@oration’s Consolidated Statements of Equity, Whiéty’s Consolidated Statements of
Shareholders’ Equity, Note 5: Common Stock and &iBased Compensation-Dividends of the Notes t€thesolidated Financial Statements, and
within MD&A under the heading “Liquidity and Finaiat Resources—Dividends,” in the 2013 Annual Repettich information is incorporated
herein by reference.

Sales of Unregistered Equity Securities

During the quarter ended December 31, 2013, PG&fpd@ation made equity contributions totaling $308iom to the Utility in order to
maintain the Utility’s 52% common equity targetlaartized by the CPUC and to ensure that the Utilig adequate capital to fund its capital
expenditures. PG&E Corporation did not make atgssaf unregistered equity securities during 2013.

Issuer Purchases of Equity Securities

During the quarter ended December 31, 2013, PG&fp@ation did not redeem or repurchase any shdresnomon stock
outstanding. Also, during the quarter ended Deaerith, 2013, the Utility did not redeem or repusghany shares of its various series of preferred
stock outstanding.

ITEM 6. Selected Financial Data

Selected financial information, for each of PG&Er@aration and the Utility for each of the last fifigcal years, is set forth under the
heading “Selected Financial Data” in the 2013 AnrRegport, which information is incorporated herbinreference.

ITEM 7. Management's Discussion and Analysis of Fiancial Condition and Results of Operations

A discussion of PG&E Corporation's and the Utiktgonsolidated financial condition and results pérations is set forth under the heading
“Management's Discussion and Analysis of FinanCahdition and
Results of Operations” as well as the “Glossarythia 2013 Annual Report, which discussion is inoocaed herein by reference.

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk

Information responding to Item 7A is set forth itV D&A under the heading “Risk Management Actiggj” and in Note 9: Derivatives
and Note 10: Fair Value Measurements of the Nateke Consolidated Financial Statements in the Z0ir81al Report, which information is
incorporated herein by reference.

ITE M 8. Financial Statements and Supplementary Dat

Information responding to Item 8 is set forth untter following headings for PG&E Corporation: “Colidated Statements of Income,”
“Consolidated Statements of Comprehensive Incofi@ghsolidated Balance Sheets,” “Consolidated Statgmof Cash Flows,” and “Consolidated
Statements of Equity;” under the following headifigsPacific Gas and Electric Company: “ConsolidaBtatements of Income,” “Consolidated
Statements of Comprehensive Income,” “ConsolidB@dnce Sheets,” “Consolidated Statements of Chshst and “Consolidated Statements of
Shareholders' Equity” in the 2013 Annual Report ander the following headings for PG&E Corporaténd Pacific Gas and Electric Company
jointly: “Notes to the Consolidated Financial Statement®udrterly Consolidated Financial Data (Unauditedhd “Reports of Independent
Registered Public Accounting Firm” in the 2013 AahReport, which information is incorporated hereynreference.
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ITEM 9. Changes in and Disagreements With Accountais on Accounting and Financial Disclosure
Not applicable.
ITEM 9A. Controls and Procedures

Based on an evaluation of PG&E Corporation's ardtility's disclosure controls and proceduresfadacember 31, 2013, PG&E
Corporation's and the Utility's respective printipeecutive officers and principal financial offrsehave concluded that such controls and procedures
are effective to ensure that information requietié disclosed by PG&E Corporation and the Utilityeports that the companies file or submit u
the 1934 Act is recorded, processed, summarizetreported within the time periods specified in 8tC rules and forms. In addition, PG&E
Corporation's and the Utility's respective printigeecutive officers and principal financial offisehave concluded that such controls and procedure:s
were effective in ensuring that information reqdite be disclosed by PG&E Corporation and the tytihi the reports that PG&E Corporation and
Utility file or submit under the 1934 Act is acculaied and communicated to PG&E Corporation’s ardUdtility’s management, including PG&E
Corporation's and the Utility's respective printigeecutive officers and principal financial offtsg or persons performing similar functions, as
appropriate to allow timely decisions regardinguieed disclosure.

There were no changes in internal control ovenoi@ reporting that occurred during the quarteteshDecember 31, 2013 that have
materially affected, or are reasonably likely totenilly affect, PG&E Corporation's or the Utilyinternal control over financial reporting.

Management of PG&E Corporation and the Utility havepared an annual report on internal control émancial reporting. Managemer
report, together with the report of the independegtstered public accounting firm, appears in28&3 Annual Report under the heading
“Management's Report on Internal Control Over FaiarReporting” and “Report of Independent RegistiePublic Accounting Firm,” which
information is incorporated by reference and inellich Exhibit 13 to this report.

ITE M 9B. Other Information

Not applicable
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PART IlI
ITEM 10 . Directors, Executive Officers and Corporae Governance

Information regarding executive officers of PG&Er@oration and the Ultility is set forth under “Exége Officers of the Registrants” at the
end of Part | of this report. Other informatiolgaeding directors is set forth under the headingrtihees for Directors of PG&E Corporation and
Pacific Gas and Electric Company” in the Joint Rr8tatement relating to the 2014 Annual MeetingSldireholders, which information is
incorporated herein by reference. Information rdijey compliance with Section 16 of the Exchangéifdncluded under the headin§éction 16(z
Beneficial Ownership Reporting Compliance” in tloénd Proxy Statement relating to the 2014 AnnuakMwes of Shareholders, which information
is incorporated herein by reference.

Website Availability of Code of Ethics, Corporate@@rnance and Other Documents

The following documents are available both on PG3dEporation’'s websiteww.pgecorp.comand the Utility’s websiteyww.pge.com
(1) the codes of conduct and ethics adopted by PG&fporation and the Utility applicable to theispective directors and employees, including
their respective Chief Executive Officers, Chief&icial Officers, Controllers and other executiffecers, (2) PG&E Corporation's and the Utility's
corporate governance guidelines, and (3) key B@ammittee charters, including charters for the canigs’ Audit Committees and the PG&E
Corporation Nominating and Governance Committee@mahpensation Committee.

If any amendments are made to, or any waiversrargen with respect to, provisions of the codesoofduct and ethics adopted by PG&E
Corporation and the Utility that apply to theirpestive Chief Executive Officers, Chief Financidfi€ers, or Controllers, the company whose coc
so affected will disclose the nature of such amesrttror waiver on its respective website and anyevraito the code will be disclosed in a Current
Report on Form 8-K filed within four business dayshe waiver.

Procedures for Shareholder Recommendations of Noagn to the Boards of Directors

During 2013 there were no material changes to thegalures described in PG&E Corporation’s and ttikyks Joint Proxy Statement
relating to the 2014 Annual Meetings of Sharehadsrwhich security holders may recommend nomite®G&E Corporatiors or Pacific Gas ar
Electric Company’s Boards of Directors.

Audit Committees and Audit Committee Financial Expe

Information regarding the Audit Committees of PG&Brporation and the Utility and the “audit commttnancial expert” as defined by
the SEC is set forth under the headings “Corpdgateernance — Board Committee Duties — Audit Coneaait and “Corporate Governance —
Committee Membershiph the Joint Proxy Statement relating to the 20bhual Meetings of Shareholders, which informat®mcorporated here
by reference.

ITEM 11 . Executive Compensation

Information responding to Item 11, for each of PG&&rporation and the Utility, is set forth undee theadings “Compensation Discussion
and Analysis,” “Compensation Committee Report,"uff8nary Compensation Table - 2013,” “Grants of Fased Awards in 2013,” “Outstanding
Equity Awards at Fiscal Year End - 2013,” “Optiordecises and Stock Vested During 2013,” “Pensiondies — 2013,” “Non-Qualified Deferred
Compensation — 2013,” “Potential Payments UporigResion, Retirement, Termination, Change in Cdnbeath, or Disability” and
“Compensation of Non-Employee Directors — 2013 Btive Compensation” in the Joint Proxy Statemerdtiif) to the 2014 Annual Meetings of
Shareholders, which information is incorporatecehreby reference.
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ITEM 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter

Information regarding the beneficial ownership eurities for each of PG&E Corporation and theitytis set forth under the headings
“Share Ownership Information — Security OwnersHipanagement” and “Share Ownership Information ié¥pal Shareholdersh the Joint Prox
Statement relating to the 2014 Annual Meetingshadr8holders, which information is incorporated hrets reference.

Equity Compensation Plan Information

The following table provides information as of Detdger 31, 2013 concerning shares of PG&E Corporationmon stock authorized for

issuance under PG&E Corporation's existing equityensation plans.

(c)

Number of

Securities

Remaining

(a) Available for

Number of Future

Securities tc (b) Issuanc

be Issuec Weighted Under

Upon Average Equity

Exercise Exercise Compensatior

of Price of Plans

Outstanding Outstanding (Excluding

Options, Options, Securities

Warrants Warrants Reflected ir

Plan Category and Rights and Rights Column(a))
Equity compensation plans approved by sharehs 6,194,811 $ 32.9¢ 3,310,473

Equity compensation plans not approved by shadehs - - -
Total equity compensation pla 6,194,811 $ 32.9¢ 3,310,472
1) Includes 46,185 phantom stock units, 2,326 restricted stock units and 3,566,966 perfoceahares. The weighted average exe

price reported in column (b) does not take thesardsvinto account. For a description of thesegoerdnce shares, see Note 5: Common ¢
and Share-Based Compensation of the Notes to thedlidated Financial Statements in the 2013 AnRegdort, which description is
incorporated herein by reference. For performameges, amounts reflected in this table assumeup@yshares at 200% of target. The ac
number of shares issued can range from 0% to 23a&get depending on achievement of total shadstaketurn objectives. Also, restricted
stock units and performance shares are generdllgde net shares. Upon vesting, shares withlaevequal to required tax withholding will
be withheld and, in lieu of issuing the sharesesawill be paid on behalf of employees. Sharesssoied due to share withholding or
performance achievement below maximum will be add again for issuanc

(2) Represents the total number of shavagable for issuance under the LTIP and the 2006 as of December 31, 2013. Outstanding
stock-based awards granted under the LTIP incltatk ©ptions, and phantom stock. The LTIP expoadecember 31, 2005. The 2006
LTIP, which became effective on January 1, 200€h@uizes up to 12 million shares to be issued pansto awards granted under the 2006
LTIP. Outstanding stock-based awards granted uh@e2006 LTIP include stock options, restricteatkt restricted stock units, phantom
stock and performance shares. For a descriptitimeo2006 LTIP, see Note 5: Common Stock and SBased Compensation of the Notes to
the Consolidated Financial Statements in the 20d:/3ual Report, which description is incorporatedeheby reference

ITE M 13. Certain Relationships and Related Transations, and Director Independence

Information responding to Item 13, for each of PG&&rporation and the Utility, is included under tireadings “Related Party

Transactions” and “Corporate Governance — BoaddGirector Independence and Qualifications” andrff@wate Governance — Committee
Membership” in the Joint Proxy Statement relatinghte 2014 Annual Meetings of Shareholders, whiébrimation is incorporated herein by

reference.

ITEM 14. Principal Accountant Fees and Services

Information responding to Item 14, for each of PG&&rporation and the Utility, is set forth undee theading “Information Regarding the
Independent Registered Public Accounting Firm fG&E Corporation and Pacific Gas and Electric Conypam the Joint Proxy Statement relating
to the 2014 Annual Meetings of Shareholders, whiébrmation is incorporated herein by reference.




PART IV
ITEM 15. Exhibits and Financial Statement Schedule
(a) The following documents are filed a& part of this report:

1. The following consolidated financidtements, supplemental information and reportadgpendent registered public accounting firm are
contained in the 2013 Annual Report and are inaaed by reference in this report:

Consolidated Statements of Income for the Years#8mkcember 31, 2013, 2012, and 2011 for each &HPGorporation and Pacific Gas and
Electric Company.

Consolidated Statements of Comprehensive Incomihéo¥ears Ended December 31, 2013, 2012, and 20Ehch of PG&E Corporation and
Pacific Gas and Electric Company.

Consolidated Balance Sheets at December 31, 2@L3C#k? for each of PG&E Corporation and Pacific @&ad Electric Company.

Consolidated Statements of Cash Flows for the YEaded December 31, 2013, 2012, and 2011 for eBBIG&E Corporation and Pacific Gas
Electric Company.

Consolidated Statements of Equity for the Yearsdaidecember 31, 2013, 2012, and 2011 for PG&E Catjon.

Consolidated Statements of Shareholders’ Equityhferyears Ended December 31, 2013, 2012, and 20 Placific Gas and Electric Company.
Notes to the Consolidated Financial Stateme

Quarterly Consolidated Financial Data (Unaudited).

Reports of Independent Registered Public Accourfing (Deloitte & Touche LLP).

2. The following financial statement sghkes and report of independent registered pubboanting firm are filed as part of this report:
Reports of Independent Registered Public Accourfing (Deloitte & Touche LLP).

I—Condensed Financial Information of Parent as e€&nber 31, 2013 and 2012 and for the Years Endedrbber 31, 2013, 2012, and 2011.

[I—Consolidated Valuation and Qualifying Accounts Bach of PG&E Corporation and Pacific Gas andtEteCompany for the Years Ended
December 31, 2013, 2012, and 2011.

Schedules not included are omitted because oftibenae of conditions under which they are requirdoecause the required information is
provided in the consolidated financial statemeintduding the notes thereto.

3. Exhibits required by Item 601 of Regidn S-K
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Exhibit
Number

Exhibit Description

21

Order of the U.S. Bankruptcy Court for the NorthBistrict of California dated December 22, 2003nfwning Plan of
Reorganization of Pacific Gas and Electric Compamgiuding Plan of Reorganization, dated July 3102as modified by
modifications dated November 6, 2003 and Decem®gPQ03 (Exhibit B to Confirmation Order and ExlgbB and C to the Plan of
Reorganization omitted) (incorporated by referetacBacific Gas and Electric Company's RegistraBtatement on Form S-3 No.
33:-109994, Exhibit 2.1

2.2

Order of the U.S. Bankruptcy Court for the NorthBistrict of California dated February 27, 2004 Agying Technical Corrections
to Plan of Reorganization of Pacific Gas and Elec@ompany and Supplementing Confirmation Orddntmrporate such
Corrections (incorporated by reference to Pacifis @nd Electric Company's Registration Statemeioom S-3 No. 333-109994,
Exhibit 2.2)

3.1

Restated Articles of Incorporation of PG&E Corparateffective as of May 29, 2002 (incorporated éference to PG&l
Corporation's Form -Q for the quarter ended March 31, 2003 (File M-12609), Exhibit 3.1

3.2

Certificate of Determination for PG&E Corporatioaries A Preferred Stock filed December 22, 2006djiporated by reference
PG&E Corporation's Form -K for the year ended December 31, 2000 (File -12609), Exhibit 3.2

3.3

Bylaws of PG&E Corporation amended as of June @23Zincorporated by reference to PG&E Corporaidrorm 10-Q for the
guarter ended June 30, 2013 (File N-12609), Exhibit 3.1

3.4

Restated Articles of Incorporation of Pacific Gasl &lectric Company effective as of April 12, 2Q@%orporated by reference to
Pacific Gas and Electric Company's For-K filed April 12, 2004 (File No. -2348), Exhibit 3}

3.5

Bylaws of Pacific Gas and Electric Company ameratedf June 19, 2013 (incorporated by referencetifie Gas and Electric
Compan’s Form 1-Q for the quarter ended June 30, 2013 (File I-2348), Exhibit 3.2

41

Indenture, dated as of April 22, 2005, supplementimending and restating the Indenture of Mortgegted as of March 11, 2004,
as supplemented by a First Supplemental Inderdiated as of March 23, 2004, and a Second Suppleiadenture, dated as of
April 12, 2004, between Pacific Gas and Electrienany and The Bank of New York Trust Company, NiAcorporated by
reference to PG&E Corporation and Pacific Gas dedtiic Company's Form 10-Q for the quarter endeatdd 31, 2005 (File No. 1-
12609 and File N0.-2348), Exhibit 4.1

4.2

First Supplemental Indenture dated as of Marcl208y7 relating to the Utility’s issuance of $700,@D principal amount of 5.80%
Senior Notes due March 1, 2037 (incorporated bgresfce from Pacific Gas and Electric Company’s Fé+#dated March 14,
2007 (File No. -2348), Exhibit 4.1

4.3

Second Supplemental Indenture dated as of Decefi2807 relating to the Utility’s issuance of $51@),000 principal amount of
5.625% Senior Notes due November 30, 2017 (incatpdrby reference from Pacific Gas and Electric gamy’s Form 8-K dated
March 14, 2007 (File No.-2348), Exhibit 4.1

4.4

Third Supplemental Indenture dated as of MarclDB82elating to the Utility’s issuance of 5.625%ne Notes due November 30,
2017 and 6.35% Senior Notes due February 15, Z2688rporated by reference to Pacific Gas and Bte€ompany’s Form 8-K
dated March 3, 2008 (File No-2348), Exhibit 4.1

4.5

Fourth Supplemental Indenture dated as of OctobgP@08 relating to the Utili’s issuance of $600,000,000 aggregate prin:
amount of its 8.25% Senior Notes due October 158Zhcorporated by reference to Pacific Gas ardtEt Company’s Form 8-K
dated October 21, 2008 (File N-2348), Exhibit 4.1
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4.6

Fifth Supplemental Indenture dated as of NovemBe2@08 relating to the Utility’s issuance of $400,000 aggregate principal
amount of its 6.25% Senior Notes due December 13 201d $200 million principal amount of its 8.25%n&r Notes due

October 15, 2018 (incorporated by reference toflea@as and Electric Company’s Form 8-K dated Nokenil8, 2008 (File No. 1-
2348), Exhibit 4.1

4.7

Sixth Supplemental Indenture, dated as of Mar@069 relating to the issuance of $550,000,000 agdgesprincipal amount of
Pacific Gas and Electric Company’s 6.25% SenioreNalue March 1, 2039 (incorporated by referenétatific Gas and Electric
Compan’s Form +K dated March 6, 2009 (File No-2348), Exhibit 4.1

4.8

Eighth Supplemental Indenture dated as of Noverh®eR009 relating to the issuance of $550,000,@@Pemate principal amount
Pacific Gas and Electric Company’s Senior Notesdraiary 15, 2040 (incorporated by reference tifiP&as and Electric
Compan’s Form K dated November 18, 2009 (File N«-2348), Exhibit 4.1

4.9

Ninth Supplemental Indenture dated as of AprilQl@relating to the issuance of $250,000,000 agdeggrincipal amount of Paci
Gas and Electric Company’s Senior Notes due Jari&r2040 and $250,000,000 aggregate principal atrafPacific Gas and
Electric Company’s Senior Notes due March 1, 208@ofporated by reference to Pacific Gas and Ee€ompany’s Form 8-K
dated April 1, 2010 (File No.-2348), Exhibit 4.1

4.10

Tenth Supplemental Indenture dated as of Septefrher010 relating to the issuance of $550,000,@@0egate principal amount of
Pacific Gas and Electric Company’s 3.50% SenioreNalue October 1, 2020 (incorporated by referam&atific Gas and Electric
Compan’s Form K dated September 15, 2010 (File N-2348), Exhibit 4.1
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Twelfth Supplemental Indenture dated as of NovemBe2010 relating to the issuance of $250,000d4¥}f¥egate principal amount
of Pacific Gas and Electric Company’s 3.50% SeNiotes due October 1, 2020 and $250,000,000 aggregatipal amount of
Pacific Gas and Electric Company’s 5.40% SenioreNalue January 15, 2040 (incorporated by referenBacific Gas and Electric
Compan’s Form K dated November 18, 2010 (File N«-2348), Exhibit 4.1

4.12

Thirteenth Supplemental Indenture dated as of M&gy2011, relating to the issuance of $300,000,@@Penate principal amount
Pacific Gas and Electric Company’s 4.25% SenioreNalue May 15, 2021. (incorporated by referend®atfic Gas and Electric
Compan’s Form K dated May 13, 2011 (File No-2348), Exhibit 4.1

4.13

Fourteenth Supplemental Indenture dated as of Béyatel2, 2011 relating to the issuance of $2500@@aggregate principal
amount of Pacific Gas and Electric Company's 3.8&Xior Notes due September 15, 2021 (incorporatedfbrence to Pacific Gas
and Electric Compar's Form K dated September 12, 2011 (File N-2348), Exhibit 4.1

4.14

Sixteenth Supplemental Indenture dated as of Deeef2011 relating to the issuance of $250,000a@¥egate principal amount
of Pacific Gas and Electric Company’s 4.50% SeNiotes due December 15, 2041 (incorporated by nefereo Pacific Gas and
Electric Compan's Form K dated December 1, 2011 (File N«-2348), Exhibit 4.1

4.15

Seventeenth Supplemental Indenture dated as of 2§r2012 relating to the issuance of $400,000 &fregate principal amount
Pacific Gas and Electric Company’s 4.45% SenioreNalue April 15, 2042 (incorporated by referenceaoific Gas and Electric
Compan’s Form K dated April 16, 2012 (File N0.-2348), Exhibit 4.1

4.16

Eighteenth Supplemental Indenture dated as of Aubfi2012 relating to the issuance of $400,0004fifregate principal amou
of Pacific Gas and Electric Company’s 2.45% SeNiotes due August 15, 2022 and $350,000,000 aggregaicipal amount of
Pacific Gas and Electric Company’s 3.75% SenioreNalue August 15, 2042 (incorporated by referem@atific Gas and Electric
Compan’s Form K dated August 16, 2012 (File Nc-2348), Exhibit 4.1
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4.17

Nineteenth Supplemental Indenture dated as of 14n2013 relating to the issuance of $375,000,@@Pemate principal amount
Pacific Gas and Electric Company’s 3.25% SenioreNalue June 15, 2023 and $375,000,000 aggregatépatiamount of its
4.60% Senior Notes due June 15, 2043 (incorpotatgdference to Pacific Gas and Electric CompaRgisn 8-K dated June 14,
2013 (File No. -2348), Exhibit 4.1

4.18

Twentieth Supplemental Indenture dated as of NoweriB, 2013 relating to the issuance of $300,0@MaYregate principal
amount of Pacific Gas and Electric Company’s 3.&8hior Notes due November 15, 2023 and $500,00&§9f=gate principal
amount of its 5.125% Senior Notes due NovembeR@83 (incorporated by reference to Pacific GaskEedtric Company’s Form
8-K dated November 12, 2013 (File N¢-2348), Exhibit 4.1

4.19

Senior Note Indenture related to PG&E Corporés 5.75% Senior Notes due April 1, 2014, dated adarth 12, 2009, betwee
PG&E Corporation and Deutsche Bank Trust Compang#eas as Trustee (incorporated by reference toPGé&rporation’s Form
8-K dated March 10, 2009 (File No-12609), Exhibit 4.1

4.20

First Supplemental Indenture, dated as of Marct20R9 relating to the issuance of $350,000,000exgge principal amount «
PG&E Corporation’s 5.75% Senior Notes due Apri2@14 (incorporated by reference to PG&E Corporaiéiorm 8-K dated
March 10, 2009 (File No.-12609), Exhibit 4.2

10.1

Amended and restated credit agreement dated ARD13 among (1) PG&E Corporation as borrowerB@)k of America, N.A., €
administrative agent and a lender, (3) J.P. Moeeurities LLC, Citigroup Global Markets Inc., Mi#drcynch, Pierce, Fenner &
Smith Incorporated, RBS Securities Inc. and Wedlggp Securities LLC as joint lead arrangers anat jopokrunners, (4) Citibank
N.A. and JPMorgan Chase Bank, N.A., a-syndication agents and lenders, (5) The Royal Rdrcotland plc and Wells Fargo
Bank, National Association as co-documentation tyand lenders, and (6) the following other lendBesclays Bank PLC, BNP
Paribas, Goldman Sachs Bank USA, Morgan StanlekB&m., Morgan Stanley Senior Funding, Inc., TrenRB of New York
Mellon, N.A., Mizuho Corporate Bank, Ltd., Royalidaof Canada, U.S. Bank National Association, UrBamk, N.A., TD Bank,
N.A., Canadian Imperial Bank of Commerce, and Somd Mitsui Banking Corporation (incorporated byereince to PG&E
Corporatior's Form 1-Q for the quarter ended June 30, 2013 (File 1-12609), Exhibit 10.1

10.2

Amended and restated credit agreement dated AfR2I013 among (1) Pacific Gas and Electric Companlyaarower, (2) Citibank
N.A., as administrative agent and a lender, (3)rMéwynch, Pierce, Fenner & Smith Incorporatedtigiioup Global Markets Inc
J.P. Morgan Securities LLC, RBS Securities Inc. Wrells Fargo Securities LLC as joint lead arrangerd joint bookrunners, (4)
Bank of America, N.A. and JPMorgan Chase Bank, Ms\co-syndication agents and lenders, (5) The IlBask of Scotland plc
and Wells Fargo Bank, National Association as coudtentation agents and lenders, and (6) the faligwiher lenders: Barclays
Bank PLC, BNP Paribas, Goldman Sachs Bank USA, KoStanley Bank, N.A., Morgan Stanley Senior Fugdinc., The Bank ¢
New York Mellon, N.A., Mizuho Corporate Bank, LtdRpyal Bank of Canada, U.S. Bank National AssooigtUnion Bank, N.A.
TD Bank, N.A., Canadian Imperial Bank of Commeraed Sumitomo Mitsui Banking Corporation (incorpgechby reference to
Pacific Gas and Electric Compé s Form 1-Q for the quarter ended June 30, 2013 (File 1-2348), Exhibit 10.2

10.3

Settlement Agreement among California Public WiitCommission, Pacific Gas and Electric Compar/RG&E Corporation
dated as of December 19, 2003, together with appesdincorporated by reference to PG&E Corpor&iand Pacific Gas and
Electric Company's Form-K filed December 22, 2003 (File No-12609 and File No.-2348), Exhibit 99

104

Transmission Control Agreement among the Califoméependent System Operator (CAISO) and the Rzatiog Transmission
Owners, including Pacific Gas and Electric Compaafigctive as of March 31, 1998, as amended (CAFERC Electric Tariff
No. 7) (incorporated by reference to PG&E Corpori's and Pacific Gas and Electric Company’s Form 1fdkihe year ended
December 31, 2004 (File No-12609 and File No.-2348), Exhibit 10.8
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10.5

Operating Agreement, as amended on November 12, 20f@ctive as of December 22, 2004, between tat 8f California
Department of Water Resources and Pacific Gas &udrie Company (incorporated by reference to PG&dEporations and Pacifi
Gas and Electric Compa’s Form 1K for the year ended December 31, 2004 (File I-12609 and File No.-2348), Exhibit 10.9

106 *

Letter regarding Compensation Agreement betweenPG&rporation and Anthony F. Earley, Jr. dated Ai@) 2011
(incorporated by reference to PG&E Corporation's+0-Q for the quarter ended September 30, 20id ©. 1-12609), Exhibit
10.1)

10.7 *

Restricted Stock Unit Agreement between Anthonké&ley, Jr. and PG&E Corporation for 2013 grantarrttie PG&E Corporatio
2006 Long-Term Incentive Plan (incorporated by nefiee to PG&E Corporation's Form 10-Q for the qgraghded March 31, 2013
(File No. 1-12609), Exhibit 10.5

108 *

Restricted Stock Unit Agreement between Anthon&ley, Jr. and PG&E Corporation for 2012 grantarttie PG&E Corporatio
2006 Long-Term Incentive Plan (incorporated by merfiee to PG&E Corporation's Form 10-Q for the ceraghded March 31, 2012
(File No. 1-12609), Exhibit 10.3

109 *

Restricted Stock Unit Agreement between Anthonké&ley, Jr. and PG&E Corporation dated Septembg2@Bl(incorporated by
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.2

10.10 *

Restricted Stock Unit Agreement between Anthonk&ley, Jr. and PG&E Corporation dated Septembg20BL (incorporated k
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.3

1011 ~*

Performance Share Agreement between Anthony Fe¥ah. and PG&E Corporation for 2013 grant underRG&E Corporatio
2006 Long-Term Incentive Plan (incorporated by nefiee to PG&E Corporation's Form 10-Q for the qgraehded March 31, 2013
(File No. 1-12609), Exhibit 10.6

10.12 *

Performance Share Agreement between Anthony Fefalt. and PG&E Corporation for 2012 grant unlerRG&E Corporation
2006 Long-Term Incentive Plan (incorporated by merfiee to PG&E Corporation's Form 10-Q for the ceraghded March 31, 2012
(File No. 1-12609), Exhibit 10.4

10.13 *

Performance Share Agreement between Anthony Fe¥aht. and PG&E Corporation dated September 1Bl fi@corporated by
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.4

10.14 *

Performance Share Agreement between Anthony Feyah. and PG&E Corporation dated September 1Bl Zi@corporated by
reference to PG&E Corporation's Formr-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.5

10.15 *

Restricted Stock Unit Agreement between Christophelohns and PG&E Corporation dated May 9, 20ido(porated by referen:
to PG&E Corporation's Form -Q for the quarter ended June 30, 2011 (File I-12609), Exhibit 10.4

10.16 *

Letter regarding Compensation Arrangement betwéatBPCorporation and Hyun Park dated October 1062@tcorporated b
reference to PG&E Corporati’'s Form 1-K for the year ended December 31, 2006 (File M-12609), Exhibit 10.18

10.17 *

Letter regarding Compensation Arrangement betwé&aRBPCorporation and John R. Simon dated March 972Q0incorporated b
reference to PG&E Corporati's Form 1-K for the year ended December 31, 2012 (File M-12609), Exhibit 10.18

10.18 *

Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Jesus SotoaleddApril 4, 201:
(incorporated by reference to Pacific Gas and Ete€@ompany’'s Form 10-Q for the quarter ended Bhe2012 (File No. 1-2348),
Exhibit 10.2)
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10.19 Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Edward D. Halfated February 3, 20:
for employment starting April 1, 2012 (incorporatadreference to Pacific Gas and Electric CompaRgisn 10-Q for the quarter
ended June 30, 2012 (File N-2348), Exhibit 10.21

10.20 Letter regarding Compensation Agreement betweeifi€&as and Electric Company and Karen Austin daeril 29, 2011
(incorporated by reference to Pacific Gas and Ete€ompany’'s Form 10-Q for the quarter ended Bhe2011 (File No. 1-2348),
Exhibit 10.7)

10.21 Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Nick Stavropowated April 29, 2011
(incorporated by reference to Pacific Gas and Ete@ompany’'s Form 10-Q for the quarter ended Bhe2011 (File No. 1-2348),
Exhibit 10.8)

10.22 PG&E Corporation Supplemental Retirement Savings Rmended effective as of September 19, 2001frareh after December
31, 2004 (incorporated by reference to PG&E Corpamas Form 10-K for the year ended December 3D42@File No. 1-12609),
Exhibit 10.10)

10.23 PG&E Corporation 2005 Supplemental Retirement Sps/Plan, as amended effective September 17, 20d3rfiorated by referen
to PG&E Corporation's Form -Q for the quarter ended September 30, 2013 (Filel-12609), Exhibit 10.1

10.24 PG&E Corporation 2005 Deferred Compensation PlamNfi-Employee Directors, effective as of January 1, 2@3&5amended 1
comply with Internal Revenue Code Section 409A fatipns effective as of January 1, 2009) (incorpentdby reference to PG&E
Corporation's Form -K for the year ended December 31, 2008 (File I-12609), Exhibit 10.24

10.25 PG&E Corporation Deferred Compensation Plan for-Employee Directors, as amended and restated eféeasi of July 22, 19¢
(incorporated by reference to PG&E Corporation’strd0-Q for the quarter ended September 30, 1988 6. 1-12609), Exhibit
10.2)

10.26 Description of Short-Term Incentive Plan for Offisef PG&E Corporation and its subsidiaries, effecfanuary 1,
2013 (incorporated by reference to PG&E Corporasi-orm 10-K for the year ended December 31, 2612 No. 1-12609),
Exhibit 10.27)

10.27 Amendment to PG&E Corporation Shdrerm Incentive Programs and Other Bonus Prograffestve January 1, 2009 (amendm
to comply with Internal Revenue Code Section 408gutations) (incorporated by reference to PG&E @Gmapon's Form 10-K for
the year ended December 31, 2008 (File M-12609), Exhibit 10.27

10.28 Amendment to Pacific Gas and Electric Company Sheri Incentive Programs and Other Bonus Prograffestive January 1,
2009 (amendment to comply with Internal RevenueeCséction 409A regulations) (incorporated by refeeeto Pacific Gas and
Electric Compan's Form 1-K for the year ended December 31, 2008 (File -2348), Exhibit 10.28

10.29 PG&E Corporation Supplemental Executive Retirenidah, as amended effective as of January 1, 2@t8rforated by referen:
to PG&E Corporatio’s Form 1-K for the year ended December 31, 2012 (File 12609, Exhibit 10.31

10.30 PG&E Corporation Defined Contribution Executive Slgmental Retirement Plan, as amended effectiveeSdger 17, 201
(incorporated by reference to PG&E Corporation's+t0-Q for the quarter ended September 30, 2013 fo. 1-12609),
Exhibit 10.2)

10.31 Pacific Gas and Electric Company Relocation AssistaProgram for Officers (incorporated by referetacBacific Gas and Electr
Compan’s Form 1-K for the year ended December 31, 2008 (File -2348), Exhibit 10.30

10.32 Postretirement Life Insurance Plan of the Pacifis @nd Electric Company as amended and restatedlonary 14, 201

(incorporated by reference to Pacific Gas and Ete@ompany's Form 10-Q for the quarter ended M&th012 (File No. 1-2348),
Exhibit 10.7)
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10.33

PG&E Corporation No-Employee Director Stock Incentive Plan (a comporénhe PG&E Corporation Lol-Term Incentive
Program) as amended effective as of July 1, 2@idorporated by reference to PG&E Corporation’d Bacific Gas and Electric
Compan’s Form 1-K for the year ended December 31, 2004 (File -12609 and File No.-2348), Exhibit 10.27

10.34

Resolution of the PG&E Corporation Board of Diregstdated September 19, 2012, adopting director eosgtion arrangement
effective January 1, 2013 (incorporated by refeeend®G&E Corporation’s Form 10-K for the year esh@=cember 31, 2012) (File
No. 1-12609), Exhibit 10.36

10.35

Resolution of the Pacific Gas and Electric CompBogrd of Directors dated September 19, 2012, adgtirector compensation
arrangement effective January 1, 2013 (incorpdrhjereference to Pacific Gas and Electric Compafgrm 10-K for the year
ended December 31, 2012) (File N-12609), Exhibit 10.37

10.36

PG&E Corporation 2006 Long-Term Incentive Planaa®nded effective January 1, 2013 (incorporatectference to PG&E
Corporation's Form K for the year ended December 31, 2012 (File 1-12609), Exhibit 10.40

10.37

PG&E Corporation Long-Term Incentive Program (imthg the PG&E Corporation Stock Option Plan andd®arance Unit Plan),
as amended May 16, 2001, (incorporated by referenB&&E Corporation's Form 10-Q for the quartedtezhJune 30, 2001 (File
No. 1-12609), Exhibit 10

10.38

Form of Restricted Stock Unit Agreement for 2018rgs under the PG&E Corporation 2006 L-Term Incentive
Plan (incorporated by reference to PG&E Corporétié-orm 10-Q for the quarter ended March 31, 2618 No. 1-12609),
Exhibit 10.3)

10.39

Form of Restricted Stock Unit Agreement for 2012rgs under the PG&E Corporation 2006 L-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.1

10.40

Form of Restricted Stock Unit Agreement for 2014rgs under the PG&E Corporation 2006 L-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2011 (File M-12609), Exhibit 10.1

10.41

Form of Restricted Stock Unit Agreement for 2018rgs under the PG&E Corporation 2006 L-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2010 (File M-12609), Exhibit 10.2

10.42

Form of Restricted Stock Unit Agreement for 2008rgs under the PG&E Corporation 2006 Ldrgrm Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2009 (File M-12609), Exhibit 10.2

10.43

Form of Restricted Stock Unit Agreement for 2018rds to directors under the PG&E Corporation 2006d-Term Incentive Plan
(incorporated by reference to PG&E Corporation'sit(-Q for the quarter ended June 30, 2013 (File I-12609), Exhibit 10.1

10.44

Form of Restricted Stock Unit Agreement for 2012rgs to directors under the PG&E Corporation 2006d-Term Incentive Plan
(incorporated by reference to PG&E Corporation'sit(-Q for the quarter ended June 30, 2012 (File I-12609), Exhibit 10.3

10.45

Form of Nor-Qualified Stock Option Agreement under the PG&E@oation Lon-Term Incentive Program (incorporated
reference to PG&E Corporation and Pacific Gas dedtiic Company's Form 8-K filed January 6, 2008e(RNo. 1-12609 and File
No. 1-2348), Exhibit 99.1

10.46

Form of Performance Share Agreement for 2013 gramder the PG&E Corporation 2006 Long-Term IncentNan (incorporated
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2013 (File M-12609), Exhibit 10.4
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10.47 *  Form of Performance Share Agreement for 2012 gramder the PG&E Corporation 2006 L«-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.2

10.48 *  Form of Performance Share Agreement for 2011 gramder the PG&E Corporation 2006 L«-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2011 (File M-12609), Exhibit 10.2

10.49 *  Form of Performance Share Agreement for 2010 gramder the PG&E Corporation 2006 L«-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2010 (File M-12609), Exhibit 10.3

10.50 * PG&E Corporation 2010 Executive Stock Ownershipd8lines as adopted September 14, 2010, effectiueada 1, 2011
(incorporated by reference to PG&E Corporation'st0-Q for the quarter ended September 30, 2016 fo. 1-12609),
Exhibit 10.3)

10.51 * PG&E Corporation Executive Stock Ownership Progfamidelines as amended effective September 15, godorporated b
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2010 (Filel-12609), Exhibit 10.2

10.52 * PG&E Corporation 2012 Officer Severance Policygetif’e as of March 1, 2012 (incorporated by refeeeto PG&E Corporation's
Form 1(-Q for the quarter ended March 31, 2012 (File -12609), Exhibit 10.6

10.53 * PG&E Corporation Officer Severance Policy, as aredreffective as of March 1, 2012 (incorporateddfenmence to PG&E
Corporation's Form -Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.5

10.54 * PG&E Corporation Officer Severance Policy, as amedreffective as of February 15, 2011 (incorporétedeference to PG&E
Corporation's Form -K for the year ended December 31, 2010 (File I-12609), Exhibit 10.51

10.55 * PG&E Corporation Golden Parachute Restriction Baitective as of February 15, 2006 (incorporateddierence to PG&E
Corporation's Form -K for the year ended December 31, 2005 (File I-12609), Exhibit 10.49

10.56 * Amendmentto PG&E Corporation Golden ParachuteriRésn Policy dated December 31, 2008 (amendmenbtnply with
Internal Revenue Code Section 409A Regulationgp(porated by reference to PG&E Corporation's FboAK for the year ended
December 31, 2008 (File No-12609), Exhibit 10.58

10.57 * PG&E Corporation Director Grantor Trust Agreemeated April 1, 1998 (incorporated by reference ta&&EGCorporation's Form
1C-Q for the quarter ended March 31, 1998 (File M-12609), Exhibit 10.1

10.58 * PG&E Corporation Officer Grantor Trust AgreementedbApril 1, 1998, as updated effective Januar30D5 (incorporated by
reference to PG&E Corporation's Form-K for the year ended December 31, 2004 (File 1-12609), Exhibit 10.39

10.59 * PG&E Corporation and Pacific Gas and Electric Camypaxecutive Incentive Compensation Recoupmentelifective as o
February 17, 2010 (incorporated by reference to BG&&rporation's Form 10-K for the year ended Deaa3i, 2009 (File No. 1-
12609), Exhibit 10.54

10.60 * Resolution of the Board of Directors of PG&E Comuion regarding indemnification of officers andeditors dated December 18,
1996 (incorporated by reference to PG&E Corpor&iéiorm 10-K for the year ended December 31, 2604 No. 1-12609),
Exhibit 10.40)

10.61 * Resolution of the Board of Directors of Pacific Gasl Electric Company regarding indemnificatiorofffcers and directors dated
July 19, 1995 (incorporated by reference to PaGfis and Electric Company’s Form 10-K for the yaraded December 31, 2004
(File No. 1-2348), Exhibit 10.41

12.1 Computation of Ratios of Earnings to Fixed Charfges’acific Gas and Electric Compa
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12.2

Computation of Ratios of Earnings to Combined Figdtirges and Preferred Stock Dividends for Pa@ifis and Electric Compal

12.3 Computation of Ratios of Earnings to Fixed Charfpe® G&E Corporatior
13 The following portions of the 2013 Annual ReporSbareholders of PG&E Corporation and Pacific GasElectric Company al
included: “Selected Financial Data,” “Glossary,” &dagement's Discussion and Analysis of Financiald@ion and Results of
Operations,” financial statements of PG&E Corpamaintitled “Consolidated Statements of Income,8fi€olidated Statements of
Comprehensive Income,” “Consolidated Balance Skie&snsolidated Statements of Cash Flows,” a@dfisolidated Statements
Equity,” financial statements of Pacific Gas anddilic Company entitled “Consolidated Statementaicdme,” “Consolidated
Statements of Comprehensive Income,” “ConsolidB@ldnce Sheets,” “Consolidated Statements of Chshsi” and ‘Consolidate
Statements of Shareholders' Equity,” “Notes toGbasolidated Financial Statements,” “Quarterly @tidated Financial Data
(Unaudited),” “Management's Report on Internal ColnDver Financial Reporting,” and “Report of Inéeplent Registered Public
Accounting Firm”
21 Subsidiaries of the Registre
23 Consent of Independent Registered Public Accouriting (Deloitte & Touche LLP
24 Powers of Attorne
31.1 Certifications of the Chief Executive Officer artbtChief Financial Officer of PG&E Corporation régal by Section 302 of tk
Sarbane-Oxley Act of 200z
31.2 Certifications of the Chief Executive Officer argetChief Financial Officer of Pacific Gas and Etec€ompany required by Secti
302 of the Sarban-Oxley Act of 200z
32.1* Certifications of the Chief Executive Officer argetChief Financial Officer of PG&E Corporation régd by Section 906 of the
Sarbane-Oxley Act of 200z
32.2%* Certifications of the Chief Executive Officer artbtChief Financial Officer of Pacific Gas and Etec€ompany required by Secti
906 of the Sarban-Oxley Act of 200z
101.INS  XBRL Instance Documer
101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.LAB  XBRL Taxonomy Extension Labels Linkbase Docunr
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh

*%

Management contract or compensasgneement.
Pursuant to Item 601(b)(32) of SEC Rkgjion S-K, these exhibits are furnished rathantfiled with this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d)f the Securities Exchange Act of 1934, the regiahts have duly caused this
Annual Report on Form 10-K for the year ended Deceltmer 31, 2013 to be signed on their behalf by the dersigned, thereunto duly
authorized.

PG&E CORPORATION PACIFIC GAS AND ELECTRIC COMPANY
(Registrant’ (Registrant’
ANTHONY F. EARLEY, JR. CHRISTOPHER P. JOHN
Anthony F. Earley, Ji Christopher P. Johr
By: By:
Chairman of the Board, Chief Executive Officer, &résident President
Date: February 11, 201 Date: February 11, 201

Pursuant to the requirements of the Securities Exadnge Act of 1934, this report has been signed beldw the following persons on
behalf of the registrants and in the capacities andn the dates indicated.

Signature Title Date
A. Principal Executive Officers
ANTHONY F. EARLEY, JR. Chairman of the Board, Chief Executive Officer, and February 11, 2014
Anthony F. Earley, J President (PG&E Corporation)
CHRISTOPHER P. JOHN Presiden February 11, 201
Christopher P. Johi (Pacific Gas and Electric Company)

B. Principal Financial Officers

KENT M. HARVEY Senior Vice President and Chief Financial Offid@G&E Corporation February 11, 201
Kent M. Harvey

DINYAR B. MISTRY Vice President, Chief Financial Officer, and Coti&o February 11, 201
Dinyar B. Mistry (Pacific Gas and Electric Company)

C. Principal Accounting Officer

DINYAR B. MISTRY Vice President and Controller (PG&E Corporati February 11, 201
Vice President, Chief Financial Officer, and Cofi&io
(Pacific Gas and Electric Compar

Dinyar B. Mistry

D. Directors
*LEWIS CHEW Director February 11, 201
Lewis Chew
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*C. LEE COX

C. Lee Co»

*ANTHONY F. EARLEY, JR.

Anthony F. Earley, J

*FRED J. FOWLEFR

Fred J. Fowle

*MARYELLEN C. HERRINGER

Maryellen C. Herringe

*CHRISTOPHER P. JOHN:

Christopher P. Joht

*RICHARD C. KELLY

*ROGER H. KIMMEL

Roger H. Kimme

*RICHARD A. MESERVE

Richard A. Meserv

*FORREST E. MILLER

Forrest E. Millel

*ROSENDO G. PARRA

Rosendo G. Pari

*BARBARA L. RAMBO

Barbara L. Ramb

*BARRY LAWSON WILLIAMS

Barry Lawson William:

*By:  HYUN PARK

Director

Director

Director

Director

Director (Pacific Gas and Electric Company or

Director

Director

Director

Director

Director

Director

Director

HYUN PARK, Attorney-in-Fact
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February 11, 2014

February 11, 201

February 11, 201

February 11, 201

February 11, 201

February 11, 2014

February 11, 2014

February 11, 201

February 11, 201




REPO RT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
PG&E Corporation and Pacific Gas and Electric Comypa
San Francisco, California

We have audited the consolidated financial statésn&fiPG&E Corporation and subsidiaries (the “Comyaand Pacific Gas and Electric Company
and subsidiaries (the “Utility”) as of December 2013 and 2012, and for each of the three yeateiperiod ended December 31, 2013, and the
Company's and the Utility’s internal control ovardncial reporting as of December 31, 2013, anctlissued our reports thereon dated February 11,
2014 (which report on the consolidated financiateshents expresses an unqualified opinion anddeslan explanatory paragraph relating to three
investigative enforcement proceedings pending thiéhCalifornia Public Utilities Commission that miasult in material amounts of penalties); such
consolidated financial statements and reportsreleded in your 2013 Annual Report to Shareholdétse Company and the Utility and are
incorporated herein by reference. Our audits alstuded the consolidated financial statement sdieedf the Company and Utility listed in Item 15.
These consolidated financial statement scheduéetharresponsibility of the Company's and the tytdi management. Our responsibility is to exg

an opinion based on our audits. In our opinionhstansolidated financial statement schedules, wbesidered in relation to the basic consolidated
financial statements taken as a whole, presery fairall material respects, the information satlf therein.

/s DELOITTE & TOUCHE LLP

San Francisco, California
February 11, 2014
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PG&E CORPORATION

SCHED ULE | — CONDENSED FINANCIAL INFORMATION OF PARENT

CONDENSED STATEMENTS OF INCOME AND COMPREHENSIVE IN COME
(in millions, except per share amounts)

Administrative service revent
Operating expenst¢

Interest incomt

Interest expens

Other income

Equity in earnings of subsidiaries
Income before income tax
Income tax benefit

Net income

Other Comprehensive Incor

Pension and other postretirement benefit plansafitetxes of $80, $72, $9, at respec!

dates)
Other (net of taxes of $26, $3, and $0, at respectates)

Total other comprehensive income (lo
Comprehensive Income
Weighted average common shares outstanding,
Weighted average common shares outstanding, diluted
Net earnings per common share, bi
Net earnings per common share, dilu

49

Year Ended December 31

2013 2012 2011

$ 41 $ 43 $ 44
(42) (41) (44)

1 1 1

(25) (22) (22)

(57) (39) (17)

84¢ 817 852

76€ 75¢ 814

48 57 30

$ 814 $ 8l $ 844
112 10¢ (11)

38 4 -
151 112 (11)

$ 965 $ 926 $ 83:
444 424 401

44E 42 402

$ 18: $ 19z $ 2.1(
$ 185 $ 1.9z $ 2.1C




PG&E CORPORATION
SCHEDULE | — CONDENSED FINANCIAL INFORMATION OF PARENT — (Contin ued)
CONDENSED BALANCE SHEETS
(in millions)

Balance at December 31

2013 2012
ASSETS
Current Assets
Cash and cash equivale $ 231 % 207
Advances to affiliate 30 26
Income taxes receivab 13 33
Other current assets 86 -
Total current assets 36C 26€
Noncurrent Assets
Equipment 2 1
Accumulated depreciation (1) (1)
Net equipmen 1 -
Investments in subsidiari 14,71 13,38
Other investment 11C 10z
Income taxes receivab 5 5
Deferred income taxe 18¢ 17¢€
Other - 1
Total noncurrent assets 15,01°¢ 13,67
Total Assets $ 15,37 $ 13,93¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities
Shor-term borrowings $ 26C $ 12C
Long-term debt, classified as curre 35C -
Accounts payabl- other 66 48
Other 23C 221
Total current liabilities 90¢€ 38¢
Noncurrent Liabilities
Long-term debt - 34¢
Other 127 127
Total noncurrent liabilities 127 47¢€
Common Shareholder’ Equity
Common stocl 9,55( 8,42¢
Reinvested earning 474z 4747
Accumulated other comprehensive income (loss) 50 (107)
Total common shareholder’ equity 14,34: 13,07
Total Liabilities and Shareholders’ Equity $ 1537F  $ 13,93¢
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PG&E CORPORATION

SCHEDULE | — CONDENSED FINANCIAL INFORMATION OF PAR ENT - (Continued)

CONDENSED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cashigeal by operating activitie:

Stocl-based compensation amortizat
Equity in earnings of subsidiari
Deferred income taxes and tax credits,
Noncurrent income taxes receivable/pay:
Current income taxes receivable/pays
Other
Net cash provided by (used in) operating activitie
Cash Flows From Investing Activities:
Investment in subsidiarie
Dividends received from subsidiari()
Proceeds from tax equity investme
Other
Net cash provided by (used in) investing activitie
Cash Flows From Financing Activities:
Borrowings under revolving credit faciliti¢
Repayments under revolving credit facilit
Common stock issue
Common stock dividends pa®
Other
Net cash provided by (used in) financing activitie
Net change in cash and cash equivalen
Cash and cash equivalents at January
Cash and cash equivalents at December :

Supplemental disclosures of cash flow informatiol
Cash received (paid) fc
Interest, net of amounts capitaliz
Income taxes, ne
Supplemental disclosures of noncash investing anoh&ncing
activities
Noncash common stock issuan
Common stock dividends declared but not yet

(in millions)

Year Ended December 31

2013 2012 2011
814 $ 8l€ $ 844
54 51 36
(84€) (817) (852)
(10) (31) (26)
- (6) (47)
20 (82) 49
(20) 20 (80)
10 (49) (76)
(1,37 (1,029) (759
71€ 71€ 71€
27E 22¢ 12¢
® - -
(38) (79 86
14c 12¢ 15C

- - (150)

1,04¢ 751 662
(782) (74€) (704)

(1) 1 1
402 12€ (41)
24 ?) (31)
207 20¢ 24C
231 $ 207 $ 20<
(23 $ (200 $ (20)
21 (60) 8
22 $ 22 $ 24
20€ 19€ 18¢

(1) Because of its nature as a holding company, PG&fp@ation classifies dividends received from sulasids an investing cash flow.

(2 On January 15, April 15, July 15, October 15, 2(AG&E Corporation paid quarterly common stock divids of $0.455 per share.

On January 15, April 15, July 15, October 15, 2A@&E Corporation paid quarterly common stock divids of $0.455 per shal

On January 15, April 15, July 15, October 15, 2AG&E Corporation paid quarterly common stock divids of $0.455 per shal
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PG&E Corporation

SCHEDULE Il — CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS
For the Years Ended December 31, 2013, 2012, and120

(in millions)
Additions
Balance at Charged to Charged to
Beginning of Costs and Other Balance at
Description Period Expenses Accounts Deductions®  End of Period
Valuation and qualifying accounts deducted from assts:

2013:

Allowance for uncollectible accouns $ 87 53 $ $ 60 $ 80
2012:

Allowance for uncollectible accoun® $ 81 66 $ $ 60 $ 87
2011:

Allowance for uncollectible accoun® $ 81 60 $ $ 60 $ 81

(@) Allowance for uncollectible accounts is deductexhfr‘Accounts receivable — Customers.”

(2 Deductions consist principally of write-offs, ndtamllections of receivables previously written.off
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Pacific Gas and Electric Company

SCHEDULE Il — CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS
For the Years Ended December 31, 2013, 2012, andl20

(in millions)
Additions
Balance at Charged to Charged to
Beginning of Costs and Other Balance at
Description Period Expenses Accounts Deductions®  End of Period
Valuation and qualifying accounts deducted from assts:

2013:

Allowance for uncollectible accounts $ 87 53 $ 60 $ 80
2012:

Allowance for uncollectible account $ 81 66 $ 60 $ 87
2011:

Allowance for uncollectible accouns $ 81 60 $ 60 $ 81

(@) Allowance for uncollectible accounts is deductexhfr‘Accounts receivable — Customers.”

(2 Deductions consist principally of write-offs, ndtamllections of receivables previously written.off
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Exhibit
Number

EXHIBIT INDEX

Exhibit Description

21

Order of the U.S. Bankruptcy Court for the NorthBistrict of California dated December 22, 2003nfwning Plan of
Reorganization of Pacific Gas and Electric Compamgiuding Plan of Reorganization, dated July 31Q2as modified by
modifications dated November 6, 2003 and Decem®g2Q03 (Exhibit B to Confirmation Order and ExlsbB and C to the Plan of
Reorganization omitted) (incorporated by referetacBacific Gas and Electric Company's RegistraBtatement on Form S-3 No.
33:3-109994, Exhibit 2.1

2.2

Order of the U.S. Bankruptcy Court for the NorthBistrict of California dated February 27, 2004 Agyng Technical Correctior
to Plan of Reorganization of Pacific Gas and Elec@ompany and Supplementing Confirmation Orddntmrporate such
Corrections (incorporated by reference to Pacifis @nd Electric Company's Registration Statemeifioom S-3 No. 333-109994,
Exhibit 2.2)

3.1

Restated Articles of Incorporation of PG&E Corparateffective as of May 29, 2002 (incorporated bference to PG&E
Corporation's Form -Q for the quarter ended March 31, 2003 (File M-12609), Exhibit 3.1

3.2

Certificate of Determination for PG&E Corporatioarfes A Preferred Stock filed December 22, 2006djiporated by reference to
PG&E Corporation's Form -K for the year ended December 31, 2000 (File -12609), Exhibit 3.2

3.3

Bylaws of PG&E Corporation amended as of June Q23Zincorporated by reference to PG&E Corpori s Form 1-Q for the
guarter ended June 30, 2013 (File N-12609), Exhibit 3.1

3.4

Restated Articles of Incorporation of Pacific Gasl &lectric Company effective as of April 12, 2Q@%orporated by reference
Pacific Gas and Electric Company's For-K filed April 12, 2004 (File No. -2348), Exhibit 3}

3.5

Bylaws of Pacific Gas and Electric Company ameratedf June 19, 2013 (incorporated by referencetifi® Gas and Electri
Compan’s Form 1-Q for the quarter ended June 30, 2013 (File I-2348), Exhibit 3.2

4.1

Indenture, dated as of April 22, 2005, supplementamending and restating the Indenture of Mortgdgted as of March 11, 20C
as supplemented by a First Supplemental Inderdiated as of March 23, 2004, and a Second Suppleiradenture, dated as of
April 12, 2004, between Pacific Gas and Electrienany and The Bank of New York Trust Company, NiAcorporated by
reference to PG&E Corporation and Pacific Gas dedtiic Company's Form 10-Q for the quarter endextdd 31, 2005 (File No. 1-
12609 and File No.-2348), Exhibit 4.1

4.2

First Supplemental Indenture dated as of March2087 relating to the Utility’s issuance of $700, @D principal amount of 5.80%
Senior Notes due March 1, 2037 (incorporated bgresfce from Pacific Gas and Electric Company’s Fé+#dated March 14,
2007 (File No. -2348), Exhibit 4.1

4.3

Second Supplemental Indenture dated as of Decefi2807 relating to the Utili's issuance of $500,000,000 principal amour
5.625% Senior Notes due November 30, 2017 (incatpdrby reference from Pacific Gas and Electric gamy's Form 8-K dated
March 14, 2007 (File No.-2348), Exhibit 4.1

4.4

Third Supplemental Indenture dated as of MarctDB82elating to the Ultilit's issuance of 5.625% Senior Notes due Novembe
2017 and 6.35% Senior Notes due February 15, 2088rporated by reference to Pacific Gas and He€ompany's Form 8-K
dated March 3, 2008 (File No-2348), Exhibit 4.1

4.5

Fourth Supplemental Indenture dated as of Octobe?@08 relating to the Utility’s issuance of $6WI0,000 aggregate principal
amount of its 8.25% Senior Notes due October 158Zhcorporated by reference to Pacific Gas ardtEt Company’s Form 8-K
dated October 21, 2008 (File N-2348), Exhibit 4.1
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4.6

Fifth Supplemental Indenture dated as of NovemBeR008 relating to the Utili’s issuance of $400,000,000 aggregate prin:
amount of its 6.25% Senior Notes due December 13 201d $200 million principal amount of its 8.25%n&r Notes due

October 15, 2018 (incorporated by reference toffea®as and Electric Company’s Form 8-K dated Nolkeni8, 2008 (File No. 1-
2348), Exhibit 4.1

4.7

Sixth Supplemental Indenture, dated as of Mar@069 relating to the issuance of $550,000,000 agdgeeprincipal amount of
Pacific Gas and Electric Company’s 6.25% SenioreNalue March 1, 2039 (incorporated by referenétatific Gas and Electric
Compan’s Form +K dated March 6, 2009 (File No-2348), Exhibit 4.1

4.8

Eighth Supplemental Indenture dated as of Noveri®egR009 relating to the issuance of $550,000,@@Pemate principal amount
Pacific Gas and Electric Company’s Senior Notesdraiary 15, 2040 (incorporated by reference tifiP&as and Electric
Compan’s Form K dated November 18, 2009 (File N«-2348), Exhibit 4.1

4.9

Ninth Supplemental Indenture dated as of AprilQl@relating to the issuance of $250,000,000 aggeggrincipal amount of Paci
Gas and Electric Company’s Senior Notes due Jari&r2040 and $250,000,000 aggregate principal atrafPacific Gas and
Electric Company’s Senior Notes due March 1, 208@ofporated by reference to Pacific Gas and Ee€ompany’s Form 8-K
dated April 1, 2010 (File No.-2348), Exhibit 4.1

4.10

Tenth Supplemental Indenture dated as of Septefrher010 relating to the issuance of $550,000,@@0Pegate principal amount of
Pacific Gas and Electric Company’s 3.50% SenioreNalue October 1, 2020 (incorporated by referem&atific Gas and Electric
Compan’s Form K dated September 15, 2010 (File N-2348), Exhibit 4.1

4.11

Twelfth Supplemental Indenture dated as of Novenmi8e2010 relating to the issuance of $250,000:}ffegate principal amou
of Pacific Gas and Electric Company’s 3.50% SeNiotes due October 1, 2020 and $250,000,000 aggregatipal amount of
Pacific Gas and Electric Company’s 5.40% SenioreNalue January 15, 2040 (incorporated by referenBacific Gas and Electric
Compan’s Form +K dated November 18, 2010 (File N«-2348), Exhibit 4.1

4.12

Thirteenth Supplemental Indenture dated as of M&ay2011, relating to the issuance of $300,000,@@Penate principal amount of
Pacific Gas and Electric Company’s 4.25% SenioreNalue May 15, 2021. (incorporated by referend®atfic Gas and Electric
Compan’s Form K dated May 13, 2011 (File No-2348), Exhibit 4.1

4.13

Fourteenth Supplemental Indenture dated as of Béyatel2, 2011 relating to the issuance of $2500@@aggregate principal
amount of Pacific Gas and Electric Company's 3.8s%ior Notes due September 15, 2021 (incorporatedfbrence to Pacific Gas
and Electric Compar's Form K dated September 12, 2011 (File N-2348), Exhibit 4.1

4.14

Sixteenth Supplemental Indenture dated as of Deee2011 relating to the issuance of $250,000:@f}Pegate principal amou
of Pacific Gas and Electric Company’s 4.50% SeNiotes due December 15, 2041 (incorporated by nefereo Pacific Gas and
Electric Compan's Form K dated December 1, 2011 (File N«-2348), Exhibit 4.1

4.15

Seventeenth Supplemental Indenture dated as of 2§r2012 relating to the issuance of $400,000 &gregate principal amount
Pacific Gas and Electric Company’s 4.45% SenioreNalue April 15, 2042 (incorporated by referencaoific Gas and Electric
Compan’s Form K dated April 16, 2012 (File N0.-2348), Exhibit 4.1

4.16

Eighteenth Supplemental Indenture dated as of Aubfi2012 relating to the issuance of $400,0004fifegate principal amount
of Pacific Gas and Electric Company’s 2.45% SeNiotes due August 15, 2022 and $350,000,000 aggrggiaicipal amount of
Pacific Gas and Electric Company’s 3.75% SenioreNalue August 15, 2042 (incorporated by referem@atific Gas and Electric
Compan’s Form K dated August 16, 2012 (File Nc-2348), Exhibit 4.1
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4.17

Nineteenth Supplemental Indenture dated as of 1d4n2013 relating to the issuance of $375,000,@@Pemate principal amount
Pacific Gas and Electric Company’s 3.25% SenioreNalue June 15, 2023 and $375,000,000 aggregatépatiamount of its
4.60% Senior Notes due June 15, 2043 (incorpotatgdference to Pacific Gas and Electric CompaRgisn 8-K dated June 14,
2013 (File No. -2348), Exhibit 4.1

4.18

Twentieth Supplemental Indenture dated as of NoweriB, 2013 relating to the issuance of $300,0@MaYregate principal
amount of Pacific Gas and Electric Company’s 3.&émior Notes due November 15, 2023 and $500,00@&00:gate principal
amount of its 5.125% Senior Notes due NovembeR@83 (incorporated by reference to Pacific GaskEedtric Company’s Form
8-K dated November 12, 2013 (File N-2348), Exhibit 4.1

4.19

Senior Note Indenture related to PG&E Corporés 5.75% Senior Notes due April 1, 2014, dated adarth 12, 2009, betwee
PG&E Corporation and Deutsche Bank Trust Compang#eas as Trustee (incorporated by reference toPGé&rporation’s Form
8-K dated March 10, 2009 (File Nc-12609), Exhibit 4.1

4.20

First Supplemental Indenture, dated as of Marct20R9 relating to the issuance of $350,000,000exgge principal amount of
PG&E Corporation’s 5.75% Senior Notes due Apri2@14 (incorporated by reference to PG&E Corporaiéiorm 8-K dated
March 10, 2009 (File No.-12609), Exhibit 4.2

10.1

Amended and restated credit agreement dated ARD13 among (1) PG&E Corporation as borrowerB@)k of America, N.A., €
administrative agent and a lender, (3) J.P. Moeeurities LLC, Citigroup Global Markets Inc., Mi#drcynch, Pierce, Fenner &
Smith Incorporated, RBS Securities Inc. and Wedlggp Securities LLC as joint lead arrangers anat jopokrunners, (4) Citibank
N.A. and JPMorgan Chase Bank, N.A., a-syndication agents and lenders, (5) The Royal Rdr8cotland plc and Wells Fargo
Bank, National Association as co-documentation tyand lenders, and (6) the following other lendBesclays Bank PLC, BNP
Paribas, Goldman Sachs Bank USA, Morgan StanlekB&m., Morgan Stanley Senior Funding, Inc., TrenB of New York
Mellon, N.A., Mizuho Corporate Bank, Ltd., Royalidaof Canada, U.S. Bank National Association, UrBamk, N.A., TD Bank,
N.A., Canadian Imperial Bank of Commerce, and Somd Mitsui Banking Corporation (incorporated byereince to PG&E
Corporatior's Form 1-Q for the quarter ended June 30, 2013 (File 1-12609), Exhibit 10.1

10.2

Amended and restated credit agreement dated ARD13 among (1) Pacific Gas and Electric Companlyaarower, (2) Citiban
N.A., as administrative agent and a lender, (3)rMéwynch, Pierce, Fenner & Smith Incorporatedtigiioup Global Markets Inc
J.P. Morgan Securities LLC, RBS Securities Inc. Wralls Fargo Securities LLC as joint lead arrangerd joint bookrunners, (4)
Bank of America, N.A. and JPMorgan Chase Bank, Ms\co-syndication agents and lenders, (5) The IlBask of Scotland plc
and Wells Fargo Bank, National Association as coudtentation agents and lenders, and (6) the faligwiher lenders: Barclays
Bank PLC, BNP Paribas, Goldman Sachs Bank USA, KoStanley Bank, N.A., Morgan Stanley Senior Fugdinc., The Bank ¢
New York Mellon, N.A., Mizuho Corporate Bank, LtdRpyal Bank of Canada, U.S. Bank National AssooigtUnion Bank, N.A.
TD Bank, N.A., Canadian Imperial Bank of Commeiaed Sumitomo Mitsui Banking Corporation (incorpgechby reference to
Pacific Gas and Electric Compé's Form 1-Q for the quarter ended June 30, 2013 (File 1-2348), Exhibit 10.2

10.3

Settlement Agreement among California Public Wi§itCommission, Pacific Gas and Electric Compam/RG&E Corporation,
dated as of December 19, 2003, together with appesidincorporated by reference to PG&E Corpor&iand Pacific Gas and
Electric Company's Form-K filed December 22, 2003 (File No-12609 and File No.-2348), Exhibit 99

10.4

Transmission Control Agreement among the Califoméependent System Operator (CAISO) and the Rzating Transmission
Owners, including Pacific Gas and Electric Compaffective as of March 31, 1998, as amended (CAFERC Electric Tariff
No. 7) (incorporated by reference to PG&E Corpori's and Pacific Gas and Electric Company’s Form 1fdikthe year ended
December 31, 2004 (File No-12609 and File No.-2348), Exhibit 10.8
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10.5

Operating Agreement, as amended on November 12, 20f@ctive as of December 22, 2004, between tate 9f Californic
Department of Water Resources and Pacific Gas &ulrie Company (incorporated by reference to PG&dEporations and Pacifi
Gas and Electric Compa’s Form 1K for the year ended December 31, 2004 (File I-12609 and File No.-2348), Exhibit 10.9

10.6

Letter regarding Compensation Agreement betweenPG&rporation and Anthony F. Earley, Jr. dated Ai@) 2011
(incorporated by reference to PG&E Corporation'si+t0-Q for the quarter ended September 30, 20ild f©. 1-12609), Exhibit
10.1)

10.7

Restricted Stock Unit Agreement between Anthonkg&ley, Jr. and PG&E Corporation for 2013 grantarrttie PG&E Corporation
2006 Long-Term Incentive Plan (incorporated by nefiee to PG&E Corporation's Form 10-Q for the qgraehded March 31, 2013
(File No. 1-12609), Exhibit 10.5

10.8

Restricted Stock Unit Agreement between Anthonk&ley, Jr. and PG&E Corporation for 2012 grantarttie PG&E Corporation
2006 Long-Term Incentive Plan (incorporated by nefiee to PG&E Corporation's Form 10-Q for the qgraehded March 31, 2012
(File No. 3-12609), Exhibit 10.3

10.9

Restricted Stock Unit Agreement between Anthonkéley, Jr. and PG&E Corporation dated Septembg2@Bl(incorporated b
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.2

10.10

Restricted Stock Unit Agreement between Anthonk&ley, Jr. and PG&E Corporation dated Septembg20BL (incorporated k
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.3

10.11

Performance Share Agreement between Anthony Fefalt. and PG&E Corporation for 2013 grant unlerRG&E Corporation
2006 Long-Term Incentive Plan (incorporated by nefiee to PG&E Corporation's Form 10-Q for the qgraehded March 31, 2013
(File No. 1-12609), Exhibit 10.6

10.12

Performance Share Agreement between Anthony Fefaht. and PG&E Corporation for 2012 grant unlerRG&E Corporatio
2006 Long-Term Incentive Plan (incorporated by nefiee to PG&E Corporation's Form 10-Q for the qgraehded March 31, 2012
(File No. 3-12609), Exhibit 10.4

10.13

Performance Share Agreement between Anthony Feyaht. and PG&E Corporation dated September 1Bl Z@corporated b
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.4

10.14

Performance Share Agreement between Anthony Feyaht. and PG&E Corporation dated September 1Bl Z@corporated b
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2011 (Filel-12609), Exhibit 10.5

10.15

Restricted Stock Unit Agreement between Christophelohns and PG&E Corporation dated May 9, 20ido(porated by referen:
to PG&E Corporation's Form -Q for the quarter ended June 30, 2011 (File I-12609), Exhibit 10.4

10.16

Letter regarding Compensation Arrangement betwé&aRBPCorporation and Hyun Park dated October 1062@fcorporated by
reference to PG&E Corporati’'s Form 1-K for the year ended December 31, 2006 (File M-12609), Exhibit 10.18

10.17

Letter regarding Compensation Arrangement betwé&atBPCorporation and John R. Simon dated March 9;72Qincorporated by
reference to PG&E Corporati's Form 1-K for the year ended December 31, 2012 (File M-12609), Exhibit 10.18

10.18

Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Jesus SotoaleddApril 4, 2012
(incorporated by reference to Pacific Gas and Ete€@ompany’s Form 10-Q for the quarter ended Bhe2012 (File No. 1-2348),
Exhibit 10.2)
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10.19 Letter regarding Compensation Agreement betweeifi€&as and Electric Company and Edward D. Haljated February 3, 2012
for employment starting April 1, 2012 (incorporatadreference to Pacific Gas and Electric CompaRgisn 10-Q for the quarter
ended June 30, 2012 (File N-2348), Exhibit 10.21

10.20 Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Karen Austin daeril 29, 2011
(incorporated by reference to Pacific Gas and Ete€ompany’'s Form 10-Q for the quarter ended Bhe2011 (File No. 1-2348),
Exhibit 10.7)

10.21 Letter regarding Compensation Agreement betweeifi®&as and Electric Company and Nick Stavropowlated April 29, 201.
(incorporated by reference to Pacific Gas and Ete€@ompany’s Form 10-Q for the quarter ended Bhe2011 (File No. 1-2348),
Exhibit 10.8)

10.22 PG&E Corporation Supplemental Retirement Savings Rmended effective as of September 19, 2001frareh after December
31, 2004 (incorporated by reference to PG&E Corpam&s Form 10-K for the year ended December 3D42@File No. 1-12609),
Exhibit 10.10)

10.23 PG&E Corporation 2005 Supplemental Retirement Sgv/Plan, as amended effective September 17, 20d3rfiorated by referen
to PG&E Corporation's Form -Q for the quarter ended September 30, 2013 (Filel-12609), Exhibit 10.1

10.24 PG&E Corporation 2005 Deferred Compensation PlamNfm-Employee Directors, effective as of JanuaraD5 (as amended to
comply with Internal Revenue Code Section 409A fatipns effective as of January 1, 2009) (incorpentdby reference to PG&E
Corporation's Form -K for the year ended December 31, 2008 (File I-12609), Exhibit 10.24

10.25 PG&E Corporation Deferred Compensation Plan for {&omployee Directors, as amended and restated ioffears of July 22, 1998
(incorporated by reference to PG&E Corporation’strd0-Q for the quarter ended September 30, 1988 6. 1-12609), Exhibit
10.2)

10.26 Description of Sho-Term Incentive Plan for Officers of PG&E Corporatiand its subsidiaries, effective Januar
2013 (incorporated by reference to PG&E Corporasi-orm 10-K for the year ended December 31, 2612 No. 1-12609),
Exhibit 10.27)

10.27 Amendment to PG&E Corporation St-Term Incentive Programs and Other Bonus Prograffestive January 1, 2009 (amendm
to comply with Internal Revenue Code Section 408dutations) (incorporated by reference to PG&E Gmapon's Form 10-K for
the year ended December 31, 2008 (File M-12609), Exhibit 10.27

10.28 Amendment to Pacific Gas and Electric Company Sheri Incentive Programs and Other Bonus Progreffestive January 1,
2009 (amendment to comply with Internal RevenueeC8ection 409A regulations) (incorporated by refeecto Pacific Gas and
Electric Compan's Form 1-K for the year ended December 31, 2008 (File -2348), Exhibit 10.28

10.29 PG&E Corporation Supplemental Executive Retirenidah, as amended effective as of January 1, 2@t8rforated by reference
to PG&E Corporatio’s Form 1-K for the year ended December 31, 2012 (File 12609, Exhibit 10.31

10.30 PG&E Corporation Defined Contribution Executive Blgmental Retirement Plan, as amended effectiveeSgyer 17, 2013
(incorporated by reference to PG&E Corporation'st0-Q for the quarter ended September 30, 2013 f©. 1-12609),
Exhibit 10.2)

10.31 Pacific Gas and Electric Company Relocation AssistaProgram for Officers (incorporated by referetacBacific Gas and Electric
Compan’s Form 1-K for the year ended December 31, 2008 (File -2348), Exhibit 10.30

10.32 Postretirement Life Insurance Plan of the Pacifis @nd Electric Company as amended and restatedonary 14, 2012

(incorporated by reference to Pacific Gas and Ete@ompany's Form 10-Q for the quarter ended M&%th012 (File No. 1-2348),
Exhibit 10.7)
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10.33

PG&E Corporation No-Employee Director Stock Incentive Plan (a comporénhe PG&E Corporation Lol-Term Incentive
Program) as amended effective as of July 1, 2@idorporated by reference to PG&E Corporation’d Bacific Gas and Electric
Compan’s Form 1-K for the year ended December 31, 2004 (File -12609 and File No.-2348), Exhibit 10.27

10.34

Resolution of the PG&E Corporation Board of Diregstdated September 19, 2012, adopting director eosgtion arrangement
effective January 1, 2013 (incorporated by refeeend®G&E Corporation’s Form 10-K for the year esh@=cember 31, 2012) (File
No. 1-12609), Exhibit 10.36

10.35

Resolution of the Pacific Gas and Electric CompBogrd of Directors dated September 19, 2012, adgtirector compensation
arrangement effective January 1, 2013 (incorpdrhjereference to Pacific Gas and Electric Compafgrm 10-K for the year
ended December 31, 2012) (File N-12609), Exhibit 10.37

10.36

PG&E Corporation 2006 Long-Term Incentive Planaa®nded effective January 1, 2013 (incorporatectference to PG&E
Corporation's Form K for the year ended December 31, 2012 (File 1-12609), Exhibit 10.40

10.37

PG&E Corporation Long-Term Incentive Program (imthg the PG&E Corporation Stock Option Plan andd®arance Unit Plan),
as amended May 16, 2001, (incorporated by referenB&&E Corporation's Form 10-Q for the quartedtezhJune 30, 2001 (File
No. 1-12609), Exhibit 10

10.38

Form of Restricted Stock Unit Agreement for 2018rgs under the PG&E Corporation 2006 L-Term Incentive
Plan (incorporated by reference to PG&E Corporétié-orm 10-Q for the quarter ended March 31, 2618 No. 1-12609),
Exhibit 10.3)

10.39

Form of Restricted Stock Unit Agreement for 2012rgs under the PG&E Corporation 2006 L-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.1

10.40

Form of Restricted Stock Unit Agreement for 2014rgs under the PG&E Corporation 2006 L-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2011 (File M-12609), Exhibit 10.1

10.41

Form of Restricted Stock Unit Agreement for 2018rgs under the PG&E Corporation 2006 L-Term Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2010 (File M-12609), Exhibit 10.2

10.42

Form of Restricted Stock Unit Agreement for 2008rgs under the PG&E Corporation 2006 Ldrgrm Incentive Plan (incorporat
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2009 (File M-12609), Exhibit 10.2

10.43

Form of Restricted Stock Unit Agreement for 2018rds to directors under the PG&E Corporation 2006d-Term Incentive Plan
(incorporated by reference to PG&E Corporation'sit(-Q for the quarter ended June 30, 2013 (File I-12609), Exhibit 10.1

10.44

Form of Restricted Stock Unit Agreement for 2012rgs to directors under the PG&E Corporation 2006d-Term Incentive Plan
(incorporated by reference to PG&E Corporation'sit(-Q for the quarter ended June 30, 2012 (File I-12609), Exhibit 10.3

10.45

Form of Nor-Qualified Stock Option Agreement under the PG&E@oation Lon-Term Incentive Program (incorporated
reference to PG&E Corporation and Pacific Gas dedtiic Company's Form 8-K filed January 6, 2008e(RNo. 1-12609 and File
No. 1-2348), Exhibit 99.1

10.46

Form of Performance Share Agreement for 2013 gramder the PG&E Corporation 2006 Long-Term IncentNan (incorporated
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2013 (File M-12609), Exhibit 10.4
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10.47

Form of Performance Share Agreement for 2012 gramder the PG&E Corporation 2006 Long-Term IncentNan (incorporated
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.2

10.48 Form of Performance Share Agreement for 2011 gamder the PG&E Corporation 2006 Long-Term Incenf¥an (incorporated
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2011 (File M-12609), Exhibit 10.2

10.49 Form of Performance Share Agreement for 2010 gramder the PG&E Corporation 2006 Long-Term IncentNan (incorporated
by reference to PG&E Corporation's Forn-Q for the quarter ended March 31, 2010 (File M-12609), Exhibit 10.3

10.50 PG&E Corporation 2010 Executive Stock Ownershipd8lines as adopted September 14, 2010, effectiweadpa 1, 2011
(incorporated by reference to PG&E Corporation's0-Q for the quarter ended September 30, 2016 f©. 1-12609),
Exhibit 10.3)

10.51 PG&E Corporation Executive Stock Ownership Prog@uidelines as amended effective September 15, @dddrporated by
reference to PG&E Corporation's Form-Q for the quarter ended September 30, 2010 (Filel-12609), Exhibit 10.2

10.52 PG&E Corporation 2012 Officer Severance Policyeetif’e as of March 1, 2012 (incorporated by refeesio PG&E Corporation's
Form 1(-Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.6

10.53 PG&E Corporation Officer Severance Policy, as amedreffective as of March 1, 2012 (incorporatedéfgnence to PG&lI
Corporation's Form -Q for the quarter ended March 31, 2012 (File M-12609), Exhibit 10.5

10.54 PG&E Corporation Officer Severance Policy, as aredreffective as of February 15, 2011 (incorporétgdeference to PG&l
Corporation's Form -K for the year ended December 31, 2010 (File I-12609), Exhibit 10.51

10.55 PG&E Corporation Golden Parachute Restriction Radifective as of February 15, 2006 (incorporatgddierence to PG&lI
Corporation's Form -K for the year ended December 31, 2005 (File M-12609), Exhibit 10.49

10.56 Amendment to PG&E Corporation Golden ParachuteriRésh Policy dated December 31, 2008 (amendnmenbmply with
Internal Revenue Code Section 409A Regulationgp(porated by reference to PG&E Corporation's FboAK for the year ended
December 31, 2008 (File No-12609), Exhibit 10.58

10.57 PG&E Corporation Director Grantor Trust Agreemeatedi April 1, 1998 (incorporated by reference ta&EGCorporation's Forn
1C-Q for the quarter ended March 31, 1998 (File M-12609), Exhibit 10.1

10.58 PG&E Corporation Officer Grantor Trust AgreementedbApril 1, 1998, as updated effective Janua30D5 (incorporated b
reference to PG&E Corporation's Form-K for the year ended December 31, 2004 (File 1-12609), Exhibit 10.39

10.59 PG&E Corporation and Pacific Gas and Electric Comydaxecutive Incentive Compensation Recoupmencielifective as o
February 17, 2010 (incorporated by reference to BEG&&rporation's Form 10-K for the year ended Deaar3i, 2009 (File No. 1-
12609), Exhibit 10.54

10.60 Resolution of the Board of Directors of PG&E Comgutown regarding indemnification of officers andeatitors dated December
1996 (incorporated by reference to PG&E Corpor&iéiorm 10-K for the year ended December 31, 2604 No. 1-12609),
Exhibit 10.40)

10.61 Resolution of the Board of Directors of Pacific Gesl Electric Company regarding indemnificatiorofficers and directors date
July 19, 1995 (incorporated by reference to Pa@fis and Electric Company’s Form 10-K for the yesaded December 31, 2004
(File No. 1-2348), Exhibit 10.41

12.1 Computation of Ratios of Earnings to Fixed Charfgedacific Gas and Electric Compa
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12.2

Computation of Ratios of Earnings to Combined Figdtirges and Preferred Stock Dividends for Pa@ifis and Electric Compal

12.3 Computation of Ratios of Earnings to Fixed Charfge$? G&E Corporatior
13 The following portions of the 2013 Annual ReporSbareholders of PG&E Corporation and Pacific GasElectric Company are
included: “Selected Financial Data,” “Glossary Management's Discussion and Analysis of Financimdtion and Results of
Operations,” financial statements of PG&E Corpamaintitled “Consolidated Statements of Income,8fi€olidated Statements of
Comprehensive Income,” “Consolidated Balance Skie&snsolidated Statements of Cash Flows,” a@@fisolidated Statements
Equity,” financial statements of Pacific Gas anddilic Company entitled “Consolidated Statementsnicdme,” “Consolidated
Statements of Comprehensive Income,” “ConsolidB@ldnce Sheets,” “Consolidated Statements of Chshsi” and ‘Consolidate
Statements of Shareholders' Equity,” “Notes toGbasolidated Financial Statements,” “Quarterly @tidated Financial Data
(Unaudited),” “Management's Report on Internal Colnbver Financial Reporting,” and “Report of Inéeplent Registered Public
Accounting Firm”
21 Subsidiaries of the Registre
23 Consent of Independent Registered Public Accouriting (Deloitte & Touche LLP
24 Powers of Attorne
31.1 Certifications of the Chief Executive Officer artbtChief Financial Officer of PG&E Corporation rémd by Section 302 of the
Sarbane-Oxley Act of 200z
31.2 Certifications of the Chief Executive Officer argetChief Financial Officer of Pacific Gas and Etec€ompany required by Secti
302 of the Sarban-Oxley Act of 200z
32.1%* Certifications of the Chief Executive Officer aritbtChief Financial Officer of PG&E Corporation régal by Section 906 of tr
Sarbane-Oxley Act of 200z
32.2** Certifications of the Chief Executive Officer argetChief Financial Officer of Pacific Gas and Etec€ompany required by Secti
906 of the Sarban-Oxley Act of 200z
101.INS  XBRL Instance Documer
101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.LAB  XBRL Taxonomy Extension Labels Linkbase Docunr
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeni
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh

*%*

Management contract or compensatgrgement.
Pursuant to Item 601(b)(32) of SEC Regulati-K, these exhibits are furnished rather than filethhis report
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EXHIBIT 12.1
PACIFIC GAS AND ELECTRIC COMPANY
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Year Ended December 31

2013 2012 2011 2010 2009

Earnings:
Net income $ 866 $ 811 $ 84t % 1,121 $ 1,25(
Income tax provisiol 32¢€ 29¢ 48C 574 482
Fixed charges 971 891 88C 79¢ 817
Total earnings $ 2,16 $ 2,000 $ 2,208 % 249 % 2,54¢
Fixed charges:
Interest on shec-term borrowings an

lon¢-term debt, ne $ 917 $ 834 % 824 $ 731 % 754
Interest on capital leas 7 9 16 18 19
AFUDC debt 47 48 40 50 44
Total fixed charges $ 971 $ 891 $ 88C $ 79¢ % 817
Ratios of earnings to fixed charge 2.2% 2.24 2.51 3.12 3.12

Note:

For the purpose of computing Pacific Gas and Ee€ompany'’s ratios of earnings to fixed chargesrhings” represent net income adjusted for the
income or loss from equity investees of less thHa®PA owned affiliates, equity in undistributed inc@or losses of less than 50% owned affiliates,
income taxes and fixed charges (excluding capéédlinterest). “Fixed charges” include interestarg-term debt and short-term borrowings
(including a representative portion of rental exqg@namortization of bond premium, discount andeesp, interest on capital leases, AFUDC debt,
and earnings required to cover the preferred staglend requirements. Fixed charges exclude éstesn tax liabilities.



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

Year Ended December 31

2013 2012 2011 2010 2009

Earnings:
Net income $ 866 $ 811 $ 84t $ 1,121 $ 1,25(
Income tax provisiol 32¢€ 29¢ 48C 574 482
Fixed charges 971 891 88C 79¢ 817
Total earnings $ 2,16 $ 2,000 $ 2,208 $ 249 % 2,54¢
Fixed charges:
Interest on shec-term borrowings an

long-term debt, ne $ 917 $ 834 % 824 $ 731 % 754
Interest on capital leas 7 9 16 18 19
AFUDC debt 47 48 40 50 44
Total fixed charges $ 971 $ 891 $ 88C $ 79¢ % 817
Preferred stock dividends:
Tax deductible dividenc $ 9 $ 9 $ 9 $ 9 $ 9
Pre-tax earnings required to cover I-tax

deductible preferred stock divide

requirements 7 7 8 7 7
Total preferred stock dividends 16 16 17 16 16
Total combined fixed charges anc

preferred stock dividends $ 987 $ 907 $ 897 $ 81t $ 832
Ratios of earnings to combined fixed charge

and preferred stock dividends 2.1¢ 2.21 2.4€ 3.0€ 3.0€
Note:

For the purpose of computing Pacific Gas and Bie@ompany's ratios of earnings to combined fixbdrges and preferred stock dividends,
“earnings” represent net income adjusted for tleerime or loss from equity investees of less tha¥d 6@ned affiliates, equity in undistributed
income or losses of less than 50% owned affiliategme taxes and fixed charges (excluding capédlinterest). “Fixed charges” include interest
on long-term debt and short-term borrowings (inigda representative portion of rental expenseprémation of bond premium, discount and
expense, interest on capital leases, AFUDC deldteamings required to cover the preferred stoekleind requirements. “Preferred stock dividends”
represent tax deductible dividends and pre-taxiegsrthat are required to pay the dividends ontantling preferred securities. Fixed charges
exclude interest on tax liabilities.



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

Year Ended December 31

2013 2012 2011 2010 2009

Earnings:
Net income $ 82¢ $ 83C $ 85¢ $ 1,112 $ 1,23¢
Income tax provisiol 26€ 237 44C 547 46C
Fixed charge 1,012 931 91¢ 85C 877
Pre-tax earnings required to cover 1

preferred stock dividend of consolidat

subsidiaries (16) (15) (17) (16) (16)
Total earnings $ 2,092 $ 1,98: $ 2,20C $ 2,49, $ 2,55¢
Fixed charges:
Interest on sha-term borrowings an

long-term debt, ne $ 94z $ 85¢ $ 84 $ 766 $ 79¢
Interest on capital leas 7 9 16 18 19
AFUDC debt 47 48 40 50 44
Pre-tax earnings required to cover 1

preferred stock dividend of consolidated 16 15 17 16 16
Total fixed charges $ 1,01z $ 931 $ 91¢ $ 85C $ 877
Ratios of earnings to fixed charge 2.07 2.13 2.3¢ 2.92 2.91
Note:

For the purpose of computing PG&E Corporation'®sabf earnings to fixed charges, “earnings” repnésncome from continuing operations
adjusted for income taxes, fixed charges (excludaggjtalized interest), and pre-tax earnings reglio cover the preferred stock dividend of
consolidated subsidiaries. Fixed charges” inciatirest on long-term debt and short-term borrowifigcluding a representative portion of rental
expense), amortization of bond premium, discoudtexpense, interest on capital leases, AFUDC dslot,earnings required to cover preferred s
dividends of consolidated subsidiaries. Fixed gharexclude interest on tax liabilities.
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(in millions, except per share amounts

PG&E Corporation

For the Year

Operating revenue

Operating incom:

Income from continuing operatio

Earnings per common share from contint
operations, basi

Earnings per common share from contint
operations, dilute:

Dividends declared per common sh(?)

At Year-End

Common stock price per she

Total asset

Long-term debt (excluding current portio

Capital lease obligations (excluding curr
portion)@

Energy recovery bonds (excluding curr
portion)®)

Pacific Gas and Electric Company

For the Year

Operating revenue

Operating incomi

Income available for common sto

At Year-End

Total asset

Long-term debt (excluding current portio

Capital lease obligations (excluding curr
portion)(@

Energy recovery bonds (excluding curr
portion)®)

SELECTED FINANCIAL DATA

2013 2012 2011 2010 2009
$ 15,59¢ 15,04( 14,95¢ 13,84: $ 13,39¢
1,762 1,69: 1,942 2,30¢ 2,29¢
82¢ 83C 85¢€ 1,11z 1,23¢
1.8t 1.92 2.1C 2.8¢€ 3.2t
1.8¢ 1.92 2.1C 2.8z 3.2C
1.82 1.82 1.82 1.82 1.6¢
$ 40.2¢ 40.1¢ 41.2 47.8¢ % 44.6%
55,60t 52,44¢ 49,75( 46,02¢ 42,94"
12,71: 12,51: 11,76¢ 10,90¢ 10,38
90 113 212 24¢€ 282
- - - 428 827
$ 15,59: 15,03t 14,95! 13,84C $ 13,39¢
1,79( 1,69¢ 1,94¢ 2,31¢ 2,302
852 797 831 1,107 1,23¢
55,04¢ 51,92¢ 49,24; 45,67¢ 42,70¢
12,717 12,167 11,417 10,557 10,03
90 11z 212 24¢€ 282
= = = 428 827

(1) Information about the frequency and amount of dinids and restrictions on the payment of divideadet forth in “Liquidity and Financial ResourceBividends” within
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations,” and in PG&&ration’s Consolidated Statements of Equity,Uliéty’s Consolidated

Statements of Sharehold’ Equity, and Note 5 of the Notes to the Consolid&tedncial Statement

(@ The capital lease obligations amounts are includetbncurrent liabilities — other in PG&E Corpomatis and the Utility’s Consolidated Balance Sheets.

(The energy recovery bonds matured in December 2012.




GLOSSARY

The following terms and abbreviations appearinthentext of this report have the meanings indicéidw.

2013 Annual Repol PG&E Corporation's and Pacific Gas and Electric fany's combined Annual Report on Forn-K for
the year ended December 31, 2013, including thernmdtion incorporated by reference into the re

AFUDC Allowance for Funds Used During Construct

ALJ administrative law judg

ARO Asset retirement obligatic

ASU accounting standards upd;

CAISO California Independent System Opere

CARB California Air Resources Boal

CPUC California Public Utilities Commissio

CRRs congestion revenue rigr

EPA Environmental Protection Agen:

EPS earnings per common she

FERC Federal Energy Regulatory Commiss

GAAP generally accepted accounting princig

GHG greenhouse g¢

GRC general rate cas

GT&S gas transmission and store

IRS Internal Revenue Servi(

LTIP long term incentive pla

MGP manufactured gas pla

NEIL Nuclear Electric Insurance Limite

NRC Nuclear Regulatory Commissic

ORA Officer of Ratepayer Advocatt

oscC CPUC Order to Show Cau

PSEP pipeline safety enhancement p

QF(s) Qualified facilities

Regional Boarc California Regional Water Quality Control Board hioatan Regiol

REITS Global real estate investment tr

RSU(s) restricted stock un

ROE return on equity

SEC U.S. Securities and Exchange Commis:

SED Safety and Enforcement Division of the CPUW&mierly known as the Consumer Protection and Safety
Division or the CPSI

TO transmission owne

TURN The Utility Reform Network

Utility Pacific Gas and Electric Compa

VIE(S) variable interest entity(ie!




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

OVERVIEW

PG&E Corporation is a holding company whose prim@sgrating subsidiary is Pacific Gas and Electaenpany, a public utility operating
in northern and central California. The Utilityrggates revenues mainly through the sale and dglofeslectricity and natural gas to customerse
Utility is regulated primarily by the CPUC and thRERC. The CPUC has jurisdiction over the ratestands and conditions of service for the
Utility’s electricity and natural gas distributi@perations, electric generation, and natural gasportation and storage. The FERC has jurisdictio
over the rates and terms and conditions of segaeerning the Ultility’s electric transmission opvas and interstate natural gas transportation
contracts. The NRC oversees the licensing, coctstny operation, and decommissioning of the Wtditnuclear generation facilities. The Utility
also is subject to the jurisdiction of other fedestate, and local governmental agencies.

Before setting rates, the CPUC and the FERC corhoceedings to determine the annual amount ofwev¢hat the Utility is authorized to
collect from its customers to recover its reasomalplerating and capital costs (depreciation, tad,fenancing expenses) of providing utility
services. The primary CPUC proceedings are the @mithe GT&S rate case which generally occur efemyyears and result in revenue
requirements that are set for multi-year periotlse CPUC also periodically conducts a cost of eapitoceeding, where it determines the capital
structure the Utility must maintain (i.e., the téla weightings of common equity, long-term deltd @referred equity) and authorizes the Utility to
earn a specific rate of return on each capital aoept, including equity. The authorized revenuwpimements the CPUC sets in the GRC and GT&S
rate cases are set at levels to provide the Utlitppportunity to earn its authorized rates afirebn its “rate base” — the Utility’s net investmén
facilities, equipment, and other property usedsaful in providing utility service to its customershe primary FERC proceeding is the electric TO
rate case which generally occurs on an annual.bdsis rate of return for the Utility’s FERC juristional assets is embedded in revenues authorizec
in the TO rate cases.

The Utility’s ability to recover its GRC revenugjgrements does not depend on the volume of tHayt#tisales of electricity and natural
gas services. This decoupling of revenues and séilainates volatility in the revenues earnedhsy Wtility due to fluctuations in customer
demand. The Utility’s ability to recover a portiohits GT&S revenue requirements depends on tthenve of natural gas transported as well as the
use of its storage facilities. The Utility’s abjlito recover its electric transmission-relatederaye requirements depends on the volume of eliggtric
sales.

The Utility’s revenue requirements are set basefbretast costs. Differences in the amount omgbetween forecast costs and actual
costs can occur for numerous reasons, includingtigigated costs related to storms, outages, cafdst events, or to comply with new legislation,
regulations, or orders; or third-party claims thet not recoverable through insurance. Genedwiffgrences between actual costs and forecast costs
could affect the Utility’s ability to earn its authized return (referred to as “activities impactearningsbelow). However, for certain core operat
costs, such as costs associated with pension hrd @nployee benefits, the Utility is authorizedrtk the difference between actual amounts and
forecast amounts and recover or refund the differeéhrough rates (referred to as “cost recovelyities” below). The Utility also collects
additional revenue requirements to recover cedagts that the CPUC has authorized the Utilityasspon to customers, including costs to purchase
electricity and natural gas; and to fund publicqmse programs, such as demand response and custoengy efficiency. Therefore, although the
timing and amount of these costs can impact thktykirevenue, these costs generally do not impatincome (included in “cost recovery
activities” below).

There may be some types of costs that the CPU@édtasmined will not be recoverable through ratefpwhich the Utility does not seek
recovery, such as certain pipeline-related cosisfiaes associated with the Utility’s natural geensmission system. The CPUC could also disallow
recovery of costs that it finds were not prudewptlyeasonably incurred. The timing and amounhefunrecoverable or disallowed costs can
materially impact the Utility’s revenue and netante, as described more fully below.

This is a combined annual report of PG&E Corporatiad the Utility, and includes separate Consddiddtinancial Statements for each of
these two entities. PG&E Corporation’s Consoliddt&ancial Statements include the accounts of PG&Eporation, the Utility, and other wholly
owned and controlled subsidiaries. The Utility'srSolidated Financial Statements include the adsoefrthe Utility and its wholly owned and
controlled subsidiaries. This combined Managensebiscussion and Analysis of Financial Conditiod &®esults of Operations of PG&E
Corporation and the Utility should be read in cawjiion with the Consolidated Financial Statementsthe Notes to the Consolidated Financial
Statements included in this annual report.




Sum mary of Changes in Net Income and Earnings peShare

PG&E Corporation’s net income aahié for common shareholders for 2013 was $814anjlbr $1.83 per share, as compared to $816
million, or $1.92 per share, for 2012. Operatiagults have continued to be materially affecteddsts the Utility has incurred to improve the safet
and reliability of its natural gas operations theg not recoverable through rates. These unreedwasts have increased the Utility’s equity needs
which PG&E Corporation has funded through equisyi@ces that have materially diluted PG&E Corporédi EPS.

The following table is a summary reconciliationtieé key changes, after-tax, in PG&E Corporationtoime available for common
shareholders and EPS for the year ended Decemp2033 compared to the prior year. (See “Restil@perations” and “Natural Gas Matters”
below for additional information.)

EPS

(in millions, except per share amounts Earnings (Diluted)

Income Available for Common Shareholders- 2012 $ 8l $ 1.92
Natural gas mattei® 96 0.27
Growth in rate base earnin® 87 0.1¢
Environmente-related cost®) 59 0.14
Reduction in authorized cost of capi® (166€) (0.37)
Impact of capital spending over authori:®) (24 (0.0¢)
Uneconomic project and lease terminaf(®) (11) (0.03)
Gas transmission revenu 9 (0.02)
Increase in shares outstand(”) - (0.15)
Other (34) (0.0€)

Income Available for Common Shareholders- 2013 $ 814 $ 1.82

(@) The Utility incurred net costs and capital charges relatedtioral gas matters of $645 million and $812 millipre-tax, during 2013 and 2012, respectively. Ewsounts are not
recoverable through rates. <‘Operating and Maintenar” below.

(@ Represents the impact of the increase in rate &msethorized in various rate cases during 20t®mpared to 2012 .

(3 Environmental-related costs were lower in 2013 carag to 2012 when the Utility incurred a signifitaharge for environmental remediation associatitd the Hinkley natural
gas compressor sit

4 Reflects the lower cost of capital authorizethi 2013 Cost of Capital proceeding. The CPUCaiztd the Utility to earn a ROE of 10.40% (comjubi@ 11.35% previously
authorized) and adjusted its cost of debt beginnimdanuary 1, 201

() Represents the incremental interest and depi@tiaxpense associated with capital expenditurisetkceed the current authorized levels.
(®) Represents the expenses incurred in 2013 for tatedrprojects and leases, compared to 2012.

(M Represents the impact of a higher number of weiaterage shares outstanding during 2013, compau2@il2. PG&E Corporation issues shares to ftmeduity contributions to
the Utility to maintain the Utilit’s capital structure and fund operations, includirgenses related to natural gas matters. Thiaddsllar impact on earning




Key Factors Affecting Results of Operations, Finanial Condition, and Cash Flows

PG&E Corporation and the Utility believe that thieiture results of operations, financial conditiand cash flows will be materially affec
by several factors, including the timing and outeamh CPUC ratemaking proceedings, the ultimate aroficosts the Utility will continue to incur
to improve the safety and reliability of its natugas operations, the outcome of the pending inyasons that commenced following the San Bruno
accident including the ultimate amount of fines th#ity will be required to pay, and the timingéamount of the Utility’s financing needs.

« The Timing and Outcome of Ratemaking Proceec. The majority of the Utilit's revenue requirements for the next several yedrbe
determined by the outcomes of the 2014 GRC an@@ié GT&S rate case. In the 2014 GRC, the Utifitgeeking an increase in its 2
revenue requirements of $1.16 billion over the caraple revenues for 2013 that were previously aizbd, as well as attrition increases
2015 and 2016. The CPWLCORA has recommended that the CPUC approve a @¥bhue requirement that is lower than the an
authorized for 2013. A proposed decision is ap#itgd in the first quarter of 2014. (See “2014 &ahRate Casebelow.) In the 201
GT&S rate case, the Utility is seeking an increiasi,s 2015 revenue requirements of $555 milliormothe comparable revenues for 2
that were previously authorized, as well as attmitincreases for 2016 and 2017. The Utility hapuested that the CPUC issue a 1
decision by the end of 2014. (See “2015 Gas Trasom and Storage Rate Cadmlow.) The outcome of these ratemaking proceea
can be affected by many factors, including genemnomic conditions, the level of customer rategulatory policies, and politic
considerations

« The Ability of the Utility to Control Operating Gssand Capital Expenditure: Net income is negatively affected when the auteo
revenues are not sufficient for the Utility to rgeo the costs it actually incurs to provide utilggrvices. The Utility forecasts that it \
incur total pipelinerelated expenses ranging from $350 million to $4%lion in 2014 that will not be recoverable thrdugates. The:
amounts include costs to perform work under thdity§ PSEP that were disallowed by the CPUC, a#l a& costs related to the Utiliy’
multi-year effort to identify and remove encroactmtsefrom transmission pipeline rights-of-way antestgasrelated work, and legal a
other expenses. The Utility could record additlastearges for PSEP capital to the extent the Ytditcosts are higher than expected
additional costs are disallowed by the CPUC. (S#isallowed Capital Costs” below.) The Utility’sbiity to recover pipelineelatec
expenses beginning in 2015 also will be affectedhigyoutcome of the 2015 GT&S rate case. Diffeesrimetween the amount or timing
the Utility’s actual costs and forecasted or authorized amoesaffect the Utilit’s ability to earn its authorized RC

« The Outcome of Pending Investigations and Enforoémfatters.Three CPUC investigations are still pending agathstUtility related t
its natural gas operations and the San Bruno atcidéhe SED has recommended that the CPUC impbse the SED characterizes ¢
penalty of $2.25 billion on the Utility, consistingf a $300 million fine payable to the State Gehémand and $1.95 billion of non-
recoverable costs. If the SEDpenalty recommendation is adopted, the Utilitynestes that its total unrecovered costs and fieksted ti
natural gas transmission operations would be abé& billion. (See “Pending CPUC Investigatioh&low.) In addition, the CPUC and
SED may impose fines or take enforcement actioh véspect to the Utility’s selfleports of noncompliance with certain natural gaets
regulations. (See “CPUC Enforcement Mattdsslow.) The Utility may be required to pay additéb civil or criminal penalties or inc
other costs, depending on the outcome of the pgrfditeral criminal investigation of the San Brumcident. (See “Criminal Investigation”
below.)

« The Amount and Timing of the Utility’s Financingede. PG&E Corporation contributes equity to the Wtilas needed to maintain
Utility’'s CPUC-authorized capital structure. Future financingdsewill be affected by various factors, includimg ttiming and amount
capital expenditures and operating expenses, tlou@nof costs related to natural gas matters thetat recoverable through rates,
other factors described in “Liquidity and FinancRésourcesbelow. PG&E Corporation forecasts that it willussa material amount
equity in 2014, primarily to support the Utiligy2014 capital expenditures (which are forecastadrige from $5 billion to $6 billion) and
fund unrecovered costs. Depending on the outcdntkeopending investigations, PG&E Corporation ni@yrequired to issue additio
common stock to fund its equity contributions as Wtility pays fines and incurs additional unreca®e gas safetyelated costs. The
additional issuances could have a material dilugffect on PG&E Corporation’s EPS. PG&E Corponasoand the Utilitys ability tc
access the capital markets and the terms and ohtiesure financings could be affected by changesheir respective credit ratings,
outcome of natural gas matters, general econonagrarket conditions, and other factc

For more information about the factors &skis that could affect PG&E Corporation’s and thdity’s future results of operations,
financial condition, and cash flows, or that cociédise future results to differ from historical dlesusee the section entitled “Risk Factors” beldw.
addition, this 2013 Annual Report contains forwbrdking statements that are necessarily subjecatious risks and uncertainties. These stater
reflect management’s judgment and opinions whiehbased on current estimates, expectations, ajetpoms about future events and assumptions
regarding these events and management's knowlédget® as of the date of this report. See théseentitled “Cautionary Language Regarding
Forward Looking Statements” below for a list of soof the factors that may cause actual resultéffer anaterially. PG&E Corporation and the
Utility are not able to predict all the factorstimaay affect future results. PG&E Corporation #mel Utility do not undertake an obligation to uplat
forward-looking statements, whether in responseeto information, future events, or otherwise.




RE SULTS OF OPERATIONS
PG&E Corporation

The consolidated results of operations consist gmilgnof balances related to the Utility, which atiscussed below. The table below
provides a summary of consolidated net income Xlfas<2013, 2012 and 2011

(in millions) 2013 2012 2011

Consolidated Tote $ 814 % 8l $ 844
PG&E Corporatior (38) 19 13
Utility 852 797 831

PG&E Corporation’s net income consists primarilyopkrating and maintenance expense, interest exmen®ng-term debt, other income
from investments, and income taxes. In 2013, P@®Eporation’s operating results were primarily irofga by an impairment loss resulting from
investments unrelated to PG&E Corporation’s corerations with no similar activity in 2012 and byianrease in charitable contributions. There
were no material changes to PG&E Corporation’s aijrey results in 2012 compared to 2011.

Utility

The table below details certain items from theitytd8 accompanying Consolidated Statements of Inedon 2013, 2012, and 2011. The
presentation below separately identifies activitiegt impact earnings and cost recovery activities do not impact earnings.

Activities that impact earnings (net income) priityainclude revenues authorized by the CPUC and EERthe various rate cases that are
designed to recover the Utility’s costs to own apeérate its assets and provide it with an oppdstuniearn its authorized rate of return on ite rat
base. Expenses that impact earnings include tostsess of amounts authorized and costs for wihietUtility does not seek recovery. (See
“Utility Activities Impacting Earnings” below.) Atévities that do not impact earnings include revenaollected to recover certain costs that the
Utility is authorized to pass on to customers,udahg costs to purchase electricity and natural gasvell as costs to fund public purpose programs.
They also include revenues authorized in variotescases that are designated for a specific puuadeas the payment of pension costs. (See
“Utility Cost Recovery Activities” below.)

2013 2012 2011
Cost Cost Cost
Earning Recovery Total Earning Recovery Total Earning Recovery Total

(in millions) Activities Activities Utility Activities Activities Utility Activities Activities Utility
Electric
operating
revenue: $ 6,46t $ 6,02¢ $ 12,48¢ $ 6,41, $ 560C $ 12,01« $ 6,15C $ 5457 $ 11,60:
Natural gas
operating
revenues 1,77¢ 1,32¢ 3,104 1,772 1,24¢ 3,021 1,69¢ 1,654 3,35(

Total

operating

revenues 8,241 7,352 15,59: 8,18¢ 6,84¢ 15,03t 7,84¢€ 7,10t 14,95!
Cost of
electricity - 5,01¢ 5,01¢ - 4,162 4.16: - 4,01¢ 4.01¢
Cost of natura
gas - 96¢ 96¢ - 861 861 - 1,317 1,317
Operating and
maintenanct 4,374 1,36¢ 5,742 4,562 1,48: 6,04t 4,087 1,372 5,45¢
Depreciation,
amortization, an
decommissionin 2,07 - 2,07 1,92¢ 344 2,272 1,81t 40C 2,21%

Total

operating

expenses 6,451 7,352 13,80: 6,491 6,84¢ 13,34( 5,90 7,10¢ 13,00
Operating
income 1,79( - 1,79( 1,69¢ - 1,69¢ 1,94¢ - 1,94¢
Interest income
@ 8 6 5
Interest expense
@ (690 (680) (677)
Other income
net® 84 88 53
Income before
income taxe: 1,192 1,10¢ 1,32t
Income tax
provision® 32¢€ 29¢ 48C

Net income 86¢€ 811 84E



Preferred stock

dividend

requirement 14
Income

Available for

Common Stock $ 852

() Items represent activities that impact earning@#3, 2012, and 2011.

14

14

831




Utility Activities Impacting Earnings
The following discussion presents the Utility’s ogiteng results for activities impacting earnings 2013, 2012, and 2011.
Operating Revenues

The Utility’s electric and natural gas operatingeeues increased by $55 million, or 1%, in 2013 jpared to 2012, primarily due to an
increase of $294 million as authorized in varicate cases, partially offset by a decrease in rexenti$196 million as a result of the lower return
authorized in the 2013 Cost of Capital proceeding.

The Utility’s electric and natural gas operatingeeues increased by $340 million, or 4%, in 202#pared to 2011 primarily due to an
increase in revenues authorized in various ratescasd increases in natural gas storage revenues.

Operating and Maintenance

The Utility’s operating and maintenance expenses decreasd@®yriilion, or 4%, in 2013 compared to 2012, priflyadue to decreases
$167 million for net costs incurred in connectioithwnatural gas matters (see table below) and $8®mfor environmental remediation costs
associated with a significant charge in 2012 ferktinkley natural gas compressor station site.s&lwmsts were partially offset by increases inrothe
expenses that were not material. In each of 2083812, the Utility incurred expenses that wengragmately $250 million higher than the level
authorized revenue requirements to improve theysafed reliability of its operations that will nbe recovered in rates.

The Utility’s operating and maintenance expenseresed by $476 million, or 12%, in 2012 compaceBl11, primarily due to costs
incurred to improve the safety and reliability &daric and natural gas operations that were apprately $250 million higher than amounts assumed
under the 2011 rate cases. The remaining increaserimarily attributable to an increase of $78iam for net costs incurred in connection with
natural gas matters (see table below), and a $b@miharge related to employee operational penforce incentives.

The following table provides a summary of the Wil costs associated with natural gas mattersateahot recoverable through rates:

(in millions) 2013 2012 2011

Pipeline-related expense® ) $ 387 % 477 $ 482
Disallowed capita 19€ 353 -
Accrued fines 22 17 20C
Third-party liability claims 11C 80 15E
Insurance recoverie (70 (185) (99)
Contribution to City of San Brun - 7 -
Total natural gas matters $ 64 $ 81z $ 73¢

(1) Includes $137 million, $268 million, and $331 naifi for work performed under the Utility's PSEP2013, 2012, and 2011, respectively.
(@ The decrease for 2013 reflects amounts that weteered for recovery in the CPUC’s PSEP Decemi®dPecision as well as lower legal and other ezpgin 2013.

Pipeline-related expenses include costs to valisiafe operating pressures, conduct strength testitgperform other work associated with
the Utility's PSEP; costs related to the Utilitytulti-year effort to identify and remove encroachmtse(e.g. building structures and vegetation
overgrowth) from transmission pipeline rights-ofywand costs to improve the integrity of transnuegpipelines and to perform other gas-related
work; and legal and other expenses. In 2013, tilisltompleted its “centerline” mapping surveyitd entire gas transmission system to locate,
mark, and map the center of all transmission pisli The Utility recorded charges of $196 millaord $353 million in 2013 and 2012, respectively,
for PSEP capital costs that are expected to extteedmount to be recovered. The additional char@@13 primarily reflects a change in project
portfolio involving higher unit costs to replaceelines than originally forecast. (See “Naturab®#atters — Disallowed Capital Costs” below.)

The Utility recorded charges of $22 million and $iflion in 2013 and 2012, respectively, for firegosed on the Utility by the CPUC &
SED in connection with various self-reported vimas and other enforcement matters. The Utilityraed $200 million in 2011 as the minimum
amount of fines deemed probable that the Utilit)f pay to the State General Fund in connection withthree pending CPUC investigations. (See
“Natural Gas Matters — Pending CPUC Investigatidredow.)

The Utility has settled the claims of substantialllyof the remaining plaintiffs who sought compatisn for personal injury, property
damage, and other relief, following the San Bruocident. The Utility has recorded cumulative clesrgf $565 million for thirgearty claims relate
to the San Bruno accident, reflecting its besteste of probable loss. These costs were partiéiet by cumulative insurance recoveries of $354
million. Although the Utility believes that a sificant portion of costs incurred for third-partiaons (and associated legal expenses of $86 million
will ultimately be recovered through its insuranités unable to predict the amount and timing @dlitional insurance recoveries.

Depreciation, Amortization, and Decommission

The Utility’s depreciation, amortization, and deauaissioning expenses increased by $149 million %6y i® 2013 compared to 2012, and by
$113 million, or 6%, in 2012 compared to 2011, ity due to the impact of capital additions.

Interest Income, Interest Expense, and Other Incoie¢

There were no material changes to inténesime, interest expense, and other income, méhéoperiods presented.






Income Tax Provisio

The Utility’s income tax provision increased by $28lion, or 9%, in 2013 compared to 2012. Thesefive tax rates were 27% in both
2013 and 2012.

The Utility’s income tax provision decreased by $182 milliar8&%, in 2012 compared to 2011. The effectivertags were 27% and 3€
for 2012 and 2011, respectively. The effectivertte decreased primarily due to lower state addrtg taxes for notex deductible penalties relat
to natural gas matters.

The differences between the Utility’s income taaad amounts calculated by applying the federalitat rate to income before income tax
expense for continuing operations for 2013, 2008, 2011 were as follows:

2013 2012 2011

Federal statutory income tax r¢ 35.(% 35.(% 35.(%
Increase (decrease) in income tax rate resultomg:f

State income tax (net of federal bene (2.2) (3.0 1.€

Effect of regulatory treatment of fixed asset difieces (3.9) (3.9 (4.2)

Tax credits (0.9) (0.6) (0.5)

Benefit of loss carrybac (2.0 (0.9 (2.7)

Non deductible penaltie 0.7 0.t 6.3

Other, ne (0.) (0.9 0.1
Effective tax rate 27.4% 26.£% 36.2%

Utility Cost Recovery Activities
Cost of Electricity

The Utility’s cost of electricity includes the cesif power purchased from third parties, transmigsiuel used in its own generation
facilities, fuel supplied to other facilities undeswer purchase agreements, and realized gain®sses on price risk management activities. (See
Note 9 of the Notes to the Consolidated Finandialesnents.) The volume of power purchased by tilegyUs driven by customer demand, t
availability of the Utility’s own generation fadikes, and the cost effectiveness of each soureteofricity. Additionally, the cost of electricitg
impacted by the higher cost of procuring renewablergy as the Utility increases the amount ofdtewable energy deliveries to comply with
California legislative and regulatory requirementsg by costs associated with complying with Catifa's GHG laws.

(in millions) 2013 2012 2011
Cost of purchased pow $ 4,69¢ $ 3,87 $ 3,71¢
Fuel used in own generation facilities 32C 28¢ 297
Total cost of electricity $ 5,01¢ $ 416z $ 4,01¢
Average cost of purchased power per k $ 0.09/ $ 0.07¢ $ 0.08¢
Total purchased power (in millions of kWh) 49,94 48,93: 41,95¢
Cost of Gas

The Utility’s cost of natural gas includes the costs of procent, storage, transportation of natural gas aalizezl gains and losses on pr
risk management activities. (See Note 9 of theeBltd the Consolidated Financial Statements.) UtHigy’s future cost of natural gas will be
affected by the market price of natural gas, chamgé¢he cost of storage and transportation, chaimgeustomer demand, and by costs associate
complying with California’s GHG laws.

(in millions) 2013 2012 2011

Cost of natural gas so $ 807 $ 67¢ $ 1,13¢
Transportation cost of natural gas sold 161 18E 181
Total cost of natural gas $ 96¢ $ 861 $ 1,31
Average cost per Mcf of natural gas sold $ 3.54 3 291 $ 4.4¢
Total natural gas sold (in millions of Mdf) 22¢ 232 252

(1) One thousand cubic fe




Operating Expenses

The Utility’s operating expenses also include dertacoverable costs that the Utility is requiredrtcur as part of its operations and include
public purpose programs, pension, and other cootisbusiness expenses. Additionally, operatingesgs in 2012 and 2011 include the
amortization of energy recovery bonds regulatogeawhich fully amortized in 2012. If the Utilityere to spend over authorized amounts, these
expenses could have an impact to earnings.

LI QUIDITY AND FINANCIAL RESOURCES
Overview

The Utility’s ability to fund operations and makistdibutions to PG&E Corporation depends on thelgwf its operating cash flows and
access to the capital and credit markets. Thdd@fehe Utility’s operating cash and shtetm debt fluctuate as a result of seasonal loaldfility in
energy commodity costs, collateral requirementsteel to price risk management activities, the tgrand amount of tax payments or refunds, an
timing and effect of regulatory decisions and Idagn financings, among other factors. The Utijgnerally utilizes equity contributions from
PG&E Corporation and long-term senior unsecured idsbances to maintain its CPUC-authorized capitacture. The Ultility relies on short-term
debt, including commercial paper, to fund tempofargncing needs. The CPUC authorizes the aggeesgabunt of long-term debt and short-term
debt that the Utility may issue and authorizeslilibty to recover its related debt financing costEhe Utility has short-term borrowing authoritly o
$4.0 billion, including $500 million that is restted to certain contingencies.

PG&E Corporation’s ability to fund operations, malaheduled principal and interest payments, funlityJéquity contributions as needed
for the Utility to maintain its CPUC-authorized dab structure, and pay dividends primarily depead€PG&E Corporation’s access to the capital
and credit markets and the level of cash distrimgireceived from the Utility. PG&E Corporatiogguity contributions to the Utility are funded
primarily through common stock issuances. PG&EpBGmation’s stock issuances used to fund Utilityiggoneeds attributable to unrecoverable costs
and penalties have had and will continue to haditusive effective on PG&E Corporation’s EPS. PG&Brporation also may use draws under its
revolving credit facility or issuances under itsrouercial paper program to occasionally fund eqedgtributions on an interim basis.

PG&E Corporation and the Utility have $889 milliohlong-term debt maturing within the next 6 montf®G&E Corporation and the
Utility plan to repay this debt with capital marKtancings.

Further, given the Utility’s significant ongoingpital expenditures, the Utility will continue to ek equity contributions from PG&E
Corporation to maintain its authorized capital stuwe. The Utility’s future equity needs will camtie to be affected by costs that are not recolerab
through rates, including costs related to natuasl matters, incremental work to improve safety ra@fidbility of electric and gas operations in exxes
of authorized revenue requirements, and environahesinediation costs. The Ultility’s equity needsuld also increase to the extent it is required to
pay fines or penalties in connection with pendimgestigations. (See “Natural Gas Matters” below.)

PG&E Corporation’s and the Utility’s credit ratinggy be affected by the ultimate outcome of thedpeninvestigations related to natural
gas matters and the San Bruno accident. PG&E @atipo’s and the Utility’s credit ratings may affeébeir access to the credit and capital markets
and their respective financing costs in those ntark€redit rating downgrades may increase theafasttort-term borrowing, including PG&E
Corporation’s and the Utility’s commercial papes,veell as the costs associated with their respectigdit facilities, and long-term debt.

PG&E Corporation and the Utility maintain sepata@mk accounts and primarily invest their cash imeyomarket funds. The following
table summarizes PG&E Corporation’s and the Utdisash positions:

December 31

(in millions) 2013 2012

PG&E Corporatior $ 231 % 207
Utility 65 194
Total consolidated cash and cash equivalen $ 29€ $ 401
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In addition to these cash and cash equivalents,lPG&rporation and the Utility hold restricted calsht primarily consists of cash held in
escrow pending the resolution of the remaining utisg claims that were filed in the Utility’s reorgaation proceeding under Chapter 11 of the U.S.
Bankruptcy Code. (See Note 12 of the Notes tdCihiesolidated Financial Statements.)

Revolving Credit Facilities and Commercial Paper Pograms

In April 2013, PG&E Corporation and the Utility anded and restated their revolving credit faciliie®xtend their termination dates from
May 31, 2016 to April 1, 2018. These agreementgain substantially similar terms as the origin@dl 2 credit agreements.

In January 2014, PG&E Corporation established aecmwmercial paper program, the borrowings of whidhbe used primarily to cover
fluctuations in cash flow requirements. PG&E Caogiimn will treat the amount of its outstanding coercial paper as a reduction to the amount
available under its revolving credit facility.

The following table summarizes PG&E Corporationisl ahe Utility’s outstanding borrowings under thegwolving credit facilities and the
Utility’'s commercial paper program at December2113:

Letters of
Termination Facility Credit Commercial Facility
Date Limit Outstanding Borrowings Paper Availability

(in millions)
PG&E Corporatior April 2018 $ 30(W$ -9 26C $ = $ 4C
Utility April 201¢ 3,00(@ 79 - 9143) 2,007®
Total revolving

credit facilities $ 3,30C $ 79 $ 26C $ 914 $ 2,047

@ Includes a $100 million sublimit for letters of ditand a $100 million commitment for loans that erade available on a same-day basis and are tepagdull within 7 days.
@Includes a $1.0 billion sublimit for letters of ditand a $300 million commitment for loans that arade available on a same-day basis and are t@pagdull within 7 days.
@)The Utility treats the amount of its outstandingnzoercial paper as a reduction to the amount aveilatder its revolving credit facility.

For 2013, the average outstanding borrowings URG&E Corporation’s revolving credit facility wer@$4 million and the maximum
outstanding balance during the year was $260 millibor 2013, the Utilitys average outstanding commercial paper balanc&s4& million and th
maximum outstanding balance during the year wak lillion. The Utility did not borrow under itsedit facility in 2013.

The revolving credit facilities include usual andgstomary provisions for revolving credit facilitiethis type, including those regarding
events of default and covenants limiting lienshtose permitted under PG&E Corporation’s and théty§ senior note indentures, mergers, sales of
all or substantially all of PG&E Corporation’s athek Utility’s assets, and other fundamental changesddition, the revolving credit facilities
require that PG&E Corporation and the Utility mainta ratio of total consolidated debt to totalswliated capitalization of at most 65% as of the
end of each fiscal quarter. PG&E Corporatrévolving credit facility agreement also requittesst PG&E Corporation own, directly or indirectht,
least 80% of the common stock and at least 70%eo¥/oting capital stock of the Utility. At Decemmt®1, 2013, PG&E Corporation and the Utility
were in compliance with all covenants under thespective revolving credit facilities.
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2013 Financings
Utility

The following table summarizes long-term debt isees in 2013:

(in millions) Issue Date Amount
Senior Notes
3.25%, due 202 June 1< $ 37¢
4.60%, due 204 June 1< 37E
3.85%, due 202 November 12 30C
5.125%, due 2043 November 12 50C
Total debt issuances in 201 $ 1,55(

The net proceeds from the issuance of Utility senaies in 2013 were used to fund maturing debtepairchase and extinguish $461 mil
principal amount, net of $15 million of premiumsda®6 million of accrued interest, of the Utilityomitstanding 4.80% Senior Notes due March 1,
2014, fund capital expenditures, and for genergd@ate purposes.

The Utility also received cash contributions of$hillion from PG&E Corporation during 2013 to ensthat the Utility had adequate
capital to maintain the 52% common equity ratichatzed by the CPUC.

PG&E Corporation

In May 2013, PG&E Corporation entered iatoew equity distribution agreement providingtfog sale of PG&E Corporation common
stock having an aggregate gross sales price af 800 million. As of December 31, 2013, PG&E Gwgiion had sold common stock having an
aggregate gross sales price of $395 million andthadbility to issue an additional $5 million & tcommon stock under this agreemebiuring
2013, PG&E Corporation paid commissions of $3 wnillunder this agreement. PG&E Corporation terreithéttis agreement in January 2014 and
intends to enter into a new equity distributionessgnent providing for the sale of PG&E Corporaticzésnmon stock having an aggregate gross sales
price of $500 million.

During 2013, PG&E Corporation issued 26 million igsaof its common stock for aggregate net cashegas of $1,045 million in the
following transactions:

7 million shares were sold in an underwritten publffering for cash proceeds of $300 million, nefe@s and commission

8 million shares that were issued for cash proce€8290 million under the PG&E Corporation 4010kn, the Dividend Reinvestment and
Stock Purchase Plan, and share-based compensktitn and

11 million shares were sold for cash proceeds 6b$illion, net of commissions paid of $4 milliamder equity distribution agreements.
The proceeds from these sales were used for geswrate purposes, including the infusion of ggimto the Utility. For the year ended

December 31, 2013, PG&E Corporation made equityritmriions to the Utility of $1.1 billion. PG&E Cporation forecasts that it will need to
continue to issue additional common stock to fureWtility’s equity needs.
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Dividends

The Board of Directors of PG&E Corporation and tthaity have each adopted a common stock divideolitp that is designed to meet the
following three objectives:

Comparability: Pay a dividend competitive with the securitiesofmparable companies based on payout ratio (dyopion of earnings paid
out as dividends) and, with respect to PG&E Corpamnayield (i.e., dividend per share divided byashprice)

Flexibility: Allow sufficient cash to pay a dividend and to fundestments while avoiding having to issue newitgqunless PG&E
Corporation’s or the Utility’s capital expenditurequirements are growing rapidly and PG&E Corporatr the Utility can issue equity at
reasonable cost and terms; and

Sustainability:Avoid reduction or suspension of the dividend diesfluctuations in financial performance excepeitreme and unforese
circumstances

Each Board of Directors retains authority to chatigecommon stock dividend rate at any time, esfigdf unexpected events occur that
would change its view as to the prudent level shceonservation. No dividend is payable unlessuemidl declared by the applicable Board of
Directors. In addition, before declaring a dividethe CPUC requires that the PG&E Corporation BadiDirectors give first priority to the Utilityg
capital requirements, as determined to be necessarprudent to meet the Utility’s obligation taveeor to operate the Utility in a prudent and
efficient manner. The Boards of Directors must @snsider the CPUC requirement that the Utilityintedn, on average, its CPU&lthorized capiti
structure including a 52% equity component.

The Board of Directors of PG&E Corporation decladeddends of $0.455 per share for each of theteumof 2013, 2012, and 2011, for
annual dividends of $1.82 per share.

The following table summarizes PG&E Corporationisl ahe Utility’s dividends paid:

(in millions) 2013 2012 2011
PG&E Corporation:

Common stock dividends pa $ 78z % 746 $ 704

Common stock dividends reinvested in Dividend Regtmen

and Stock Purchase Pl 22 22 24

Utility:

Common stock dividends pa $ 71€ % 71€ % 71€

Preferred stock dividends pe 14 14 14

In December 2013, the Board of Directors of PG&Epoeation declared quarterly dividends of $0.456gb&re, totaling $208 million, of
which $202 million was paid in January 2014 to shatders of record on December 31, 2013.

In December 2013, the Board of Directors of thditytdeclared dividends on its outstanding seriegreferred stock, payable in February
2014, to shareholders of record on January 31,.2014

As the Utility focuses on improving the safety aetiability of its natural gas and electric opevas, and subject to the outcome of the

matters described under “Natural Gas Matters” beP@&E Corporation expects that its Board will dooe to maintain the current quarterly
common stock dividend.
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Utility
Operating Activities

The Utility’s cash flows from operating activities primarilynstst of receipts from customers less paymentpefaiing expenses, other tl
expenses such as depreciation that do not redugérese of cash.

The Utility’s cash flows from operating activitiésr 2013, 2012, and 2011 were as follows:

(in millions) 2013 2012 2011
Net income $ 86€ $ 811 $ 84t
Adjustments to reconcile net income to net caskigeal by operatin
activities:
Depreciation, amortization, and decommissior 2,071 2,272 2,21F
Allowance for equity funds used during construci (107) (207) (87)
Deferred income taxes and tax credits, 1,108 684 582
PSEP disallowed capital expenditu 19€ 353 -
Other 29¢ 23€ 28¢
Effect of changes in operating assets and liadsli
Accounts receivabl (152 (40 (227)
Inventories (10 (24) (63)
Accounts payabl 99 (26) 51
Income taxes receivable/paya (377) (50) (192
Other current assets and liabilit (4049) 272 36
Regulatory assets, liabilities, and balancing antgunet (202) 291 (200
Other noncurrent assets and liabilit 22 25€ 414
Net cash provided by operating activities $ 3,41€ $ 4,92¢ 3% 3,76:

During 2013, net cash provided by operating adigitlecreased by $1.5 billion as compared to 20ighwhe Utility collected $460 million
from customers related to the energy recovery baridsh matured at the end of 2012. In additior2013, the amount of cash collateral returned to
the Utility by third parties was $243 million low#ran in 2012, the settlement payments the Utiteived from the U.S Treasury related to the
Utility’s spent nuclear fuel disposal costs was B2dllion lower, net of legal fees, than the Utilieceived in 2012, and the Utility’s tax payments
were $236 million higher than in 2012. The remainchanges in cash flows from operating activitiessisted of fluctuations in activities within the
normal course of business such as the timing armiatof customer billings and collections.

During 2012, net cash provided byrafirg activities increased by $1.2 billion comphte 2011 when the Utility’s net collateral payneent
were $352 million higher. Also, in 2012, the Uiilreceived settlement payments of $250 million,afdegal fees, from the U.S. Treasury related to
the Utility’s spent nuclear fuel disposal costs amatle tax payments that were $224 million lowentima2011. The remaining changes in cash flows
from operating activities consisted of fluctuationsctivities within the normal course of busineash as the timing and amount of customer billings
and collections.
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Future cash flow from operating activities will &ffected by various factors, including:

« the timing and outcome of ratemaking proceedinyduding the 2014 GRC and 2015 GT&S rate cases;

« the timing and amount of tax payments, tax refundscollateral payments, and interest payme
« the timing and amount of insurance recoveriesedl&b third party claims

. the timing and amount of fines or penalties thay rha imposed, as well as any costs associated refitfedial actions the Utility may
required to implemen

« the timing and amount of costs the Utility incubsit does not recover, to improve the safety anidbidity of its natural gas system (:
“Operating and Maintenar” above ancNatural Gas Matte” below); anc

« the timing of the resolution of the Chapter 11 diggl claims and the amount of interest on thedmslthat the Utility will be required to p
(see Note 12 of the Notes to the Consolidated EiahStatements

Investing Activities

The Utility’s investing activities primarily congisf construction of new and replacement facilitiesessary to deliver safe and reliable
electricity and natural gas services to its custsm&he amount and timing of the Utilis/tapital expenditures is affected by many factach as th
occurrence of storms and other events causing esitaigdamages to the Utility’s infrastructure. ICased in investing activities also includes the
proceeds from sales of nuclear decommissioning iinuestments which are largely offset by the ant@frcash used to purchase new nuclear
decommissioning trust investments. The funds éndscommissioning trusts, along with accumulatediegs, are used exclusively for
decommissioning and dismantling the Utility’s nusigeneration facilities.

The Utility’s cash flows from investing activitiésr 2013, 2012, and 2011 were as follows:

(in millions) 2013 2012 2011

Capital expenditure $ (5,207 $ (4,629 $ (4,039
Decrease in restricted ca 29 50 20C
Proceeds from sales and maturities of nuclear degssipning trust investmen 1,61¢ 1,132 1,92¢
Purchases of nuclear decommissioning trust invegs! (1,609 (1,189 (1,969
Other 21 16 14
Net cash used in investing activitie $ (5,142 $ (4,619 $ (3,859

Net cash used in investing activities increase@%28 million in 2013 compared to 2012. This inseaas due to an increase of $583
million in capital expenditures, partially offset het proceeds associated with sales of hucleamadssioning trust investments in 2013 as
compared to net purchases of nuclear decommisgjanist investments in 2012.

Net cash used in investing activities @ased by $755 million in 2012 compared to 2011is Tritrease was primarily due to an increase
of $586 million in capital expenditures and a redrcin restricted cash released for resolved Giraht disputed claims of $150 million.

Future cash flows used in investing activitieslargely dependent on the timing and amount of ehpipenditures. The Utility forecasts
that it will incur between $5 billion and $6 billidn capital expenditures for 2014. Most of thdityts revenue requirements to recover forecasted
capital expenditures are authorized in the GRC,ar@d, GT&S rate cases. The Utility’s ability to @st in its electric and natural gas systems and
develop new generation facilities is subject to ynasks, including risks related to securing adeguand reasonably priced financing, obtaining and
complying with terms of permits, meeting constrootbudgets and schedules, and satisfying operatidgenvironmental performance standards.
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Financing Activities

The Utility’s cash flows from financing activitider 2013, 2012, and 2011 were as follows:

(in millions) 2013 2012 2011
Borrowings under revolving credit facilitit $ - 8 - 8 20¢
Repayments under revolving credit facilit - - (208)
Net issuances (repayments) of commercial papenfrdiscount

of $2 in 2013, $3 in 2012, and $4 in 2( 542 (1,023 782
Proceeds from issuance of sl-term debi - - 25C
Proceeds from issuance of l-term debt, net of premium, discount, ¢

issuance costs of $18 in 2013, $13 in 2012, and £811 1,532 1,137 792
Shor-term debt mature - (250 (250
Long-term debt matured or repurchas (861) (50 (700)
Energy recovery bonds matur - (423) (4049)
Preferred stock dividends pe (14) (14) (14)
Common stock dividends pa (71€) (71€) (71€)
Equity contributior 1,14(C 88t 55k
Other (26) 28 54
Net cash provided by (used in) financing activitie $ 1597 $ (429 $ 34¢

In 2013, net cash provided by financing activitiesreased by $2.0 billion compared to the sameodén 2012. In 2012, net cash provided
by financing activities decreased by $773 milli@mpared to 2011. Cash provided by or used in @imgnactivities is driven by the Utility’s
financing needs, which depend on the level of gaskiided by or used in operating activities, theeleof cash provided by or used in investing
activities, the conditions in the capital marketsd the maturity date of existing debt instrumeritse Utility generally utilizes long-term senior
unsecured debt issuances and equity contributrons PG&E Corporation to maintain its CPUC-authadipapital structure, and relies on short-term
debt to fund temporary financing needs.

PG&E Corporation

PG&E Corporation affiliates hold four tax equityragments to fund residential and commercial retddr energy installations with four
separate privately held funds that are consided&s.VUnder these agreements, PG&E Corporatiomtzae cumulative lease payments and
investment contributions of $362 million and reee\$275 million in benefits and customer paymerntsf2010 to 2013. PG&E Corporation has no
material remaining commitment to fund these agreesnel ease payments, investment contributionsefitsnand customer payments received are
included in cash flows from operating and investiegjvities within the Consolidated Statements a§iCFlows.

In addition to the investments above, PG&dEporation had the following material cash flossa stand-alone basis for the years ended

December 31, 2013, 2012, and 2011: dividend paysneammon stock issuances, borrowings and repagmeer its revolving credit facility, and
transactions between PG&E Corporation and thetitili
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CO NTRACTUAL COMMITMENTS
The following table provides information about PG&Brporation’s and the Utility’s contractual comménts at December 31, 2013:

Payment due by period

Less Than 1-3 35 More Than
(in millions) 1 Year Years Years 5 Years Total
Contractual Commitments:
Utility
Long-term debi®;
Fixed rate obligation $ 1,181 $ 1,25¢ $ 2,71¢ 3% 18,70¢ $ 23,86¢
Variable rate obligation 2 32¢€ 651 211 1,19(
Purchase obligatior®:
Power purchase agreemer
Qualifying facilities 913 1,294 85¢€ 1,61 4,67
Renewable energy (other than C 1,90¢ 4,211 4,06¢ 30,24: 40,42
Other power purchase agreeme 82¢ 1,492 1,324 2,98¢ 6,62¢
Natural gas supply, transportation, and stol 727 34¢ 21¢€ 75€ 2,047
Nuclear fuel agreemen 14E 30¢€ 28C 647 1,38(
Pension and other benel® 39¢ 79€ 79€ 39¢ 2,38¢
Capital lease obligatior® 27 46 30 8 111
Operating lease®@ 42 71 51 19z 357
Preferred dividend® 14 28 28 - 70
PG&E Corporation
Long-term debi®:
Fixed rate obligation 35E - - - 35E
Total 6,53¢ 10,17¢ 11,01¢ 55,76 83,49/

M Includes interest payments over the terms of ti. dterest is calculated using the applicabterist rate at December 31, 2013 and outstandingipal for each instrument with the
terms ending at each instrum’'s maturity. (See Note 4 of the Notes to the Cadatdd Financial Statement
(2 See Note 14 of the Notes to the Consolidated FinhStatements.

(3 See Note 11 of the Notes to the Consolidated FinaBtatements. Payments into the pension and btheefits plans are based on annual contributiquirements. As these annual
requirements continue indefinitely into the futuee amount shown in the column entitled "more tha®ears" represents only 1 year of contributianslie Utility’s pension and other
benefit plans

(4)Based on historical performance, it is assumegdioposes of the table above that dividends arelpayeithin a fixed period of five years.

The contractual commitments table above excludengial payments associated with unrecognized ¢sxtipns. Due to the uncertainty
surrounding tax audits, PG&E Corporation and thiétitannot make reliable estimates of the amountd periods of future payments to major tax
jurisdictions related to unrecognized tax benefitatters relating to tax years that remain subieetxamination are discussed in Note 8 of the &
to the Consolidated Financial Statements.
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NA TURAL GAS MATTERS

Since the San Bruno accident, PG&E CorporationthadJtility have incurred total cumulative chargéspproximately $2.5 billion related
to natural gas matters that are not recoverabtrigir rates, as shown in the following table:

(in millions) 2013 2012 2011 2010 Total

Pipeline-related expense®) $ 387 % 477 $ 48z $ 63 $ 1,41C
Disallowed capita(® 19€ 358 - - 54¢
Accrued fines®) 22 17 20C - 23¢
Third-party liability claims(® 11C 80 15t 22C 56&
Insurance recoverie®) (70) (18%) (99) - (354)
Contribution® - 70 - - 70
Total natural gas matters $ 64 $ 81z $ 73¢ $ 28z % 2,47¢

(1) Cumulative expenses through December 31, 2013dadRSEP-related expenses of $736 million and gthesafety-related work of $348 million.
(20 See “Disallowed Capital Costs” below.
(3) See “Pending CPUC Investigations” and “Other Erdarent Matters” below.

4 The Utility has settled substantially all of thérthparty liability claims related to the San Bruaccident. See “Operating and Maintenance” aboade‘Bote 14 of the Consolidat
Financial Statemer” below.

(5) On March 12, 2012, the Utility and the City of SBmno entered into an agreement under which thiéytiontributed $70 million to support the citycithe communitys recover
efforts.

Pending CPUC Investigations

There are three CPUC investigative enforcementgatings pending against the Utility that relatélfothe Utility’s safety recordkeeping
for its natural gas transmission system, (2) thbtyJ$ operation of its natural gas transmissiapgline system in or near locations of higher
population density, and (3) the Utility’s pipeliimestallation, integrity management, recordkeeping ather operational practices, and other events or
courses of conduct, that could have led to or doutied to the San Bruno accident.

The SED has issued investigative reports and hinefach of these investigations alleging thatiitibty committed numerous violations of
applicable laws and regulations. In July 2018,%D recommended that the CPUC impose what thecBBiacterizes as a penalty of $2.25 billion
on the Utility, allocated as follows: (1) $300 haih as a fine to the State General Fund, (2) $8kon for a portion of costs related to the Utils
PSEP that were previously disallowed by the CPU€fanded by shareholders, and (3) $1.515 billiopeadorm PSEP work that was previously
approved by the CPUC, implement operational rensedied for future costs. (See “Disallowed Captasts” below.) If the SED’s penalty
recommendation is adopted, the Utility estimated itis total unrecovered costs and fines relatethtaral gas transmission operations would be
about $4.5 billion. Other parties, including thigy®f San Bruno, TURN, the CPUC’s ORA, and theyGihd County of San Francisco, have
recommended total penalties of at least $2.25ohillincluding fines payable to the State Generaldraf differing amounts.

The ALJs who oversee the investigations are exgdotéessue one or more presiding officers’ decisitimaddress the violations that they
have determined the Utility committed and to imppeaalties. It is uncertain when the decision$vélissued. Based on the CPUC's rules, the
presiding officer’s decisions would become thelfiecisions of the CPUC 30 days after issuancessritee Utility or another party filed an appeal
with the CPUC, or a CPUC commissioner requesteitkiieaCPUC review the decision, within such tintiean appeal or review request is filed, ot
parties would have 15 days to provide commentsHauCPUC could act before considering any comments.

At December 31, 2013, the Consolidated BalancetSleeluded an accrual of $200 million in otherremt liabilities for the minimum
amount of fines deemed probable that the Utilit}f pay to the State General Fund. The Utility iahle to make a better estimate due to the many
variables that could affect the final outcome, inibhg how the total number and duration of violatiavill be determined; how the various penalty
recommendations made by the SED and other partielserconsidered; how the financial and tax impafcinrecoverable costs the Utility has
incurred, and will continue to incur, to improvestiafety and reliability of its pipeline systemIvaié considered; whether the Utility’s costs to
perform any required remedial actions will be cdeséd; and how the CPUC will respond to public pues. Future changes in these estimates «
assumptions on which they are based could haveerimlampact on PG&E Corporation’s and the Utiktfinancial condition, results of operations,
and cash flows. The CPUC may impose fines on tileylthat are materially higher than the amouotrmed and may disallow PSEP costs that \
previously authorized for recovery or other futaosts. Disallowed capital investments would begbé to net income in the period in which the
CPUC orders such a disallowance. See “Disallowapit@l Costs” below. Future disallowed expensecapital costs would be charged to net
income in the period incurred.
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Other CPUC Enforcement Matters

PG&E Corporation and the Utility are unable to mstie the amount or range of reasonably possibsedothat may be incurred in
connection with the following matters.

Gas Safety Citation ProgramThe Utility and other California gas corporatiome eequired to provide notice to the SED of any-sel
identified or self-corrected violations of certaitate and federal regulations that relate to thetysaf their natural gas facilities and operating
practices. The SED is authorized to issue citatemmd impose fines for self-identified or self-eated violations and for violations that the SED
identifies through its periodic audits of the UWyils operations or otherwise. The SED can exeiitisgiscretion in determining whether to impose
fines and the amount of such fines, or whetheake bther enforcement action, based on the towflitize circumstances. The SED can consider
factors as the severity of the safety risk assediatith each violation; the number and duratiothefviolations; whether the violation was self-
reported, and whether corrective actions were takerdanuary 2012, the SED imposed fines of $i@liBon on the Utility for selfreported failure t
perform certain leak surveys and in 2013 the SEposrd fines ranging from $50,000 to $8.1 milliondelf+reported violations. The Utility has fili
over 50 self-reports with the SED, plus additidietibw-up reports, that the SED has not yet addréssThe SED is expected to impose fines or take
enforcement action with respect to some of theaeggorts.

Natural Gas Transmission Pipeline Rights-of-Wdwg.2012, the Utility notified the CPUC and the SEfat it is undertaking a system-wide
effort to survey its transmission pipelines anditfg and remove encroachments (such as buildingstres and vegetation overgrowth) from
pipeline rights-of-way over a multi-year periodh€el'SED could impose fines on the Utility or takeestenforcement action in connection with this
matter.

Orders to Show Causeln August 2013, the CPUC issued two OSCs relateddocument submitted by the Utility on July 3, 2@E
“errata” to correct information about some segméntsnes 101 and 147 (two of the Ultility’s natugds transmission pipelines that serve the San
Francisco peninsula) that had been previously gexvio the CPUC in October 2011 to allow the Wtild restore operating pressure on these
pipelines. On December 19, 2013, the CPUC issuistasion to impose fines of approximately $14 imnillon the Utility in connection with the
errata submission, finding that the Utility violdt€PUC rules that prohibit any person from mislagdhe CPUC. The Utility recorded this amount
as an expense for 2013. On January 23, 2014 tiliy Blled an application for the rehearing ofistdecision, arguing that it is erroneous in selvera
respects. Itis uncertain when the CPUC will isgwkecision on the other OSC that directed thetWtd show cause why all orders issued by the
CPUC to authorize increased operating pressurbebltility’s gas transmission pipelines should betimmediately suspended pending competent
demonstration that the Utility’s natural gas systecords are reliable. Briefing on this OSC wasipleted on January 31, 2014.

Disallowed Capital Costs

In 2011, the CPUC ordered all natural gas operato@alifornia to submit proposed plans to modesrand upgrade their natural gas
transmission systems as well as associated cestdsis and ratemaking proposals. In December 24 Z;PUC approved most of the projects
proposed in the Utility’s PSEP application that gl in August 2011, but disallowed the Utility'equest for rate recovery of a significant portion
of costs the Utility forecasted it would incur thgh 2014. In October 2013, the Utility updated@&EP application to present the results of its
completed search and review of records relatingtiolation of operating pressure for all of the gpmately 6,750 miles of the Utility’s natural gas
transmission pipelines. The Ultility requested that CPUC approve changes to the scope and pragign of PSEP work, including deferring some
projects to after 2014 and accelerating other ptsjeand that the CPUC adjust authorized revermginements to reflect these changes. The Utility
has requested that the CPUC issue a final dedigigkugust 2014.

As of December 31, 2013, the Utility has recordechalative charges of $549 million for PSEP capitadts that are expected to exceed the
amount to be recovered. The Utility has requeitatithe CPUC authorize capital costs of $766 amllinder the PSEP, reflecting the proposed
changes in the PSEP update application. Of thiuaitp approximately $280 million is recorded in petty, Plant, and Equipment on the
Consolidated Balance Sheets at December 31, ZD8 Utility could record additional charges to théent PSEP capital costs are higher than
currently expected, or if additional capital costs disallowed by the CPUC. The Utility’s abilttyrecover PSEP capital costs also could be affecte
by the final decisions to be issued in the CPU@sding investigations discussed above.
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Criminal Investigation

In June 2011, the U.S. Department of Justice, tilédtnia Attorney General’s Office, and the SantdtaCounty District Attorney’s Office
began an investigation of the San Bruno accidedtradicated that the Utility is a target of the @stigation. Although the San Mateo County Dis
Attorney’s Office has publicly indicated that ithamot pursue state criminal charges, the U.S. Btepent of Justice may still bring criminal charges,
including charges based on claims that the Unlibjated the federal Pipeline Safety Act, againS&E Corporation or the Utility. It is uncertain
whether any criminal charges will be brought agaamy of PG&E Corporation’s or the Utility’s curreor former employees. The Ultility is
continuing to cooperate with federal investigatofscriminal charge or finding would further harhretUtility’s reputation. PG&E Corporation and
the Utility are unable to estimate the amount ageaof reasonably possible losses associated mytleigil or criminal penalties that could be
imposed and such penalties could have a matergdétron PG&E Corporation’s and the Utility’s findalacondition, results of operations, and cash
flows. In addition, the Utility’s business or op&ons could be negatively affected by any remedissures that the Utility may undertake, such as
operating its natural gas transmission businegestto the supervision and oversight of an indejeah monitor.

Third-party Liability Claims
See Note 14 of the Notes to the Consolidated Finh8tatements.
Class Action Complaint

On August 23, 2012, a complaint was filed in the Seancisco Superior Court against PG&E Corporadioa the Utility (and other
unnamed defendants) by individuals who seek ceatifin of a class consisting of all California desits who were customers of the Utility between
1997 and 2010, with certain exceptions. The pfésrallege that the Utility collected more thanO®1million in customer rates from 1997 through
2010 for the purpose of various safety measurepadations projects but instead used the fundgdoeral corporate purposes such as executive
compensation and bonuses. The plaintiffs allegeRIG&E Corporation and the Utility engaged in umifaisiness practices in violation of California
state law. The plaintiffs seek restitution andydigement, as well as compensatory and punitiveagem

PG&E Corporation and the Utility contest the pléfat allegations. On May 23, 2013, the court gethPG&E Corporation’s and the
Utility’s request to dismiss the complaint on tlreunds that the CPUC has exclusive jurisdictioadjudicate the issues raised by the plaintiffs’
allegations. The plaintiffs have appealed the €£®uuling to the California Court of Appeal. PG&Eorporation and the Utility are unable to
estimate the amount or range of reasonably podsiéées, if any, that may be incurred in connectiith this matter if the lower court’s ruling is
reversed.

Other Pending Lawsuits and Claims

At December 31, 2013, there were also four purpasteareholder derivative lawsuits outstanding agyd&E Corporation and the Utility
seeking recovery on behalf of PG&E Corporation dredUtility for alleged breaches of fiduciary duty officers and directors, among other claims.
The plaintiffs for three of these lawsuits havedila consolidated complaint with the San Mateo Go8unperior Court. The court has lifted the stay
on these proceedings for the limited purpose ofnfig the parties to exchange information and disqossible resolution. A case management
conference is scheduled for April 18, 2014. Theaiming purported shareholder derivative lawsilgdfin the U.S. District Court for the Northern
District of California, remains stayed.

In February 2011, the Board of Directors of PG&Eiwation authorized PG&E Corporation to rejeceandnd made by another
shareholder that the Board of Directors (1) ingtitan independent investigation of the San Bruralaat and related alleged safety issues; (2) seek
recovery of all costs associated with such issuemigh legal proceedings against those determiméd tesponsible, including Board of Directors
members, officers, other employees, and third @sirind (3) adopt corporate governance initiatwressafety programs. The Board of Directors
reserved the right to commence further investigatiolitigation regarding the San Bruno acciderthd Board of Directors deems such investigation
or litigation appropriate.

PG&E Corporation and the Utility are urteér when and how the above lawsuits will be resdlv
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RE GULATORY MATTERS

The Utility is subject to substantial regulationthg CPUC, the FERC, the NRC and other federaktaté regulatory agencies. The
resolutions of these and other proceedings magtaff&&E Corporation’s and the Utility’s financiabrdition, results of operations, and cash flows.

2014 General Rate Case

On November 15, 2012, the Utility filed its 2014 GRpplication with the CPUC. In the Utility’'s GR@®e CPUC will determine the
revenue requirements that the Utility is authoriedollect through rates from 2014 through 2016stover anticipated costs associated with electric
generation operations and electric and naturatgdisbution operations. The Utility has requestteat the CPUC authorize a total revenue
requirement of $7.8 billion for 2014, representargincrease of approximately $1.16 billion over ¢benparable authorized revenues for 2013. The
Utility also has requested that the CPUC authaatirétion increases in 2015 and 2016 of $436 nmilliksd $486 million, respectively. The requested
increase is intended to allow the Utility to recotlee costs it forecasts it will incur to continemaking improvements to the safety and reliabilityt®
operations.

The CPUC’s ORA recommended that the Utility’s 20&4enue requirements be reduced by $125 milliomfamounts authorized in 2013,
approximately $1.29 billion lower than the Utiligyturrent forecast. The ORA also has recommenttigiiba increases of $169 million for 2015 and
$160 million for 2016. The ORA’s recommendatioefected reductions across all operations reptedan the GRC. Twelve other parties,
including TURN, also submitted recommendation$an 2014 GRC.

A proposed decision is anticipated in the firstrteraof 2014. Although it is uncertain when thel@@Pwill issue a final decision, any
approved revenue requirement changes will be éffeess of January 1, 2014.

2015 Gas Transmission and Storage Rate Case

On December 19, 2013, the Utility filed its 2015&T rate case application (covering 2015 through720&questing the CPUC approve a
total annual revenue requirement of $1.29 billiondnticipated costs of providing natural gas taission and storage services beginning on January
1, 2015. This is an increase of $555 million atver Utility’s authorized revenue requirements o8$million for 2014, which includes revenue
requirements approved by the CPUC for both GT&SRBEP. The Utility’s forecasts for the 2015 GTé&®ercase period are consistent with state
law, which requires gas corporations to develofaa o identify and minimize hazards and systernsik for public and employee safety. The
forecasts include the continuation of work beguthim Utility’s PSEP, such as testing pipelineseafy safe operating pressures, replacing older
pipelines, installing more valves, and inspectimg interior of more pipelines.

The Utility requested that the CPUC auttethe Utility’s forecast of its 2015 weighted aage rate base for its gas transmission and
storage business of $3.56 billion, which includes ¢apital spend above authorized levels for the pate case periodThe Utility also requested
additional revenue requirement increases of $6lilomiin 2016 and $168 million in 2017 for increagicapital expenditures and the associated
growth in rate base, as well as increasing costabafr, materials, and other expenses. The Utlisp has proposed eliminating the current
mechanism that subjects a portion of the Utilityamsportation-only revenue requirement to marisét replacing it with two-way balancing
accounts to allow the Utility to record differendestween billed revenues and the Utility’s authedizevenue requirements. Any over-collections
would be returned to customers and any under-¢@lexwould be paid by customers, with no additiaisk or benefit for shareholders.

The Utility has not requested rate recp\er certain costs it forecasts it will incur dogi 2015 through 2017. These forecast costs
include costs related to the Utility’s multi-yedfaet to identify and remove encroachments from gassmission pipeline rights-of-way,
approximately $75 million over the three year petio pressure test pipelines placed into servite 4D61, and approximately $75 million of
remedial costs associated with the Utility’s pipelcorrosion control program over the three yedogde

The Utility has requested that the CPUstigsa final decision by the end of 2014 so thataarikiorized revenue requirement adjustments
can become effective on January 1, 2015. If thBCRas not yet issued a final decision, then, ooetance with the CPUC’s decision in the
Utility’ s last GT&S rate case, there will be an automa&tidricrease in rates on January 1, 2015 that witkia in effect until the CPUC issues a fi
decision in the 2015 GT&S rate case. Given theiiggnt revenue requirement increase the Utilég nequested, the Utility plans to ask the CPUC
for an order to make any authorized revenue regqusing changes effective on January 1, 2015, intbkatdhat the CPUC issues its final decision
after that date.

The Utility’s continued use of regulatory accougtimder GAAP (which enables it to account for tffeats of regulation, including
recording regulatory assets and liabilities) fos gansmission and storage service depends ohility 0 recover its cost of service. If the Uty
were unable to continue using regulatory accountimder GAAP, there would belifferences in the timing of expense (or gain) ggation that
could materially affect the Utility’s future finarat results.
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Electric Transmission Owner Rate Cases

On January 17, 2014, the FERC approved the settieafi¢he Utility’'s TO rate case that was filedSeptember 2012. Under the settlement
the Utility’s annual retail revenue requirement irageased from $934 million to $1,017 million effiwe as of May 1, 2013. The Utility has
collected revenues between May 1 and Septemb&@(3@, at the higher as-filed rates requested itUtility’s application. The Utility will refund to
customers the difference between revenues collattdee higher as-filed rates and the rates siiei-ERC-approved settlement agreement.

On September 24, 2013, the FERC accep&Wltility’s TO rate case that the Utility filed dwly 24, 2013, making the proposed rates
effective October 1, 2013, subject to refund, pegdi final decision by the FERC. The Utility reqtezl a retail revenue requirement of $1,072
million and an ROE of 10.9%. The proposed ratpsagent a $55 million increase to the annual rezeagquirement set in the FERC-approved
settlement agreement described in the precediragpwh. Hearings are currently being held in abegavhile settlement discussions are held.

Oakley Generation Facility

In December 2012, the CPUC approved an amendetiggg@nd sale agreement between the Utility ahilcaparty developer that
provides for the construction of a 586-megawattirstgas-fired facility in Oakley, California. TH&PUC authorized the Utility to recover the
purchase price through rates. The CPUC’s deniganbus applications for rehearing that had bded fvith respect to its December 2012 decision
was appealed to the California Court of Appeal. Fébruary 5, 2014, the California Court of Appealied a ruling that annulled the CPUC's
decision after the court determined that the evidegresented did not support a finding of needHerOakley facility. The Utility is reviewing the
court’s decision.

Diablo Canyon Nuclear Power Plant

In 2009, the Utility filed an applicatiavith the NRC to renew the operating licenses fertthio operating units at Diablo Canyon. (The
current licenses expire in 2024 and 2025.) In I2@¥1, after an earthquake and resulting tsunarhcthgsed significant damage to the Fukushima-
Dai-ichi nuclear facilities in Japan, the NRC gegththe Utility’s request to delay processing thiityfis application while certain advanced seismic
studies were completed by the Utility. The Utilisycurrently assessing the data from recently deteg advanced seismic studies along with other
available seismic data. The Utility will not masey decisions about whether to request that the MR@me processing the license renewal
application until this assessment is completedmpdided to the NRC. The Utility anticipates tftawill complete its assessment by June 2014. In
order for the NRC to issue renewed operating liespthe California Coastal Commission must detegrttiat license renewal is consistent with
federal and state coastal laws. The dispositicgh@Utility’s relicensing application also will kefected by the terms and timing of the NRC'’s
“waste confidence” decision regarding the environtakimpacts of the storage of spent nuclear fildle NRC has stated that it will not take action
in licensing or re-licensing proceedings untikisues a new “waste confidence decision.” (See “Résitors” below.)

The CPUC is considering the Utility’s Dedger 2012 application to recover estimated costlietmmmission the Utility’s nuclear
facilities at Diablo Canyon and the retired nuclieanility Humboldt Bay Power Plant Unit 3. The lifti files an application with the CPUC every
three years requesting approval of the Utility’sreated decommissioning costs and authorizatioed¢over those costs through rates. The CPUC
bifurcated the proceeding to allow for the deconsinising cost estimate associated with Humboldt Badye addressed first and all other matters
(including the Diablo Canyon decommissioning catineate and all rate-related issues) to be addiéesee second phase. On January 28, 2014, the
assigned ALJ issued a proposed decision in thieplivase that would authorize $679 million to cortgbae decommissioning at Humboldt Bay,
approximately $48 million lower than the amountuested by the Utility. The Utility anticipates thhe CPUC will issue a final decision in the first
quarter of 2014. In the second phase, TURN hazwatended that the CPUC adopt a decommissioningestistate for Diablo Canyon that is
approximately $1.1 billion lower than the Utilityestimate of approximately $2.8 billion. The Ujilanticipates the CPUC will issue a proposed
decision in the second phase during the secondeyuar2014. (See the discussion of the 2012 Nudkecommissioning Cost Triennial Proceeding
in Note 2 of the Notes to the Consolidated Findrigfatements.)
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ENV IRONMENTAL MATTERS

The Utility’s operations are subject to extensive federak,stad local laws and permits relating to the mtide of the environment and t
safety and health of the Utility’s personnel anel plublic. These laws and requirements relatebtmad range of the Utility’s activities, includitige
remediation of hazardous wastes; the reportingraddction of carbon dioxide and other GHG emissitimnes discharge of pollutants into the air,
water, and soil; and the transportation, handktgrage, and disposal of spent nuclear fuel. (Besk Factors” below.)

Remediation

The Utility is required to pay for environmentahrediation at sites where it has been, or may petentially responsible party under fed:
and state environmental laws. These sites indioitkeer manufactured gas plant sites, power pldaessgas gathering sites, sites where natural gas
compressor stations are located, and sites usdtehytility for the storage, recycling, or disposébpotentially hazardous substances. Under fédera
and California laws, the Utility may be responsifileremediation of hazardous substances everliflinot deposit those substances on the sitee
Note 14 of the Notes to the Consolidated Finarf8iatements.

Hinkley Site

The Utility’s remediation and abatement effortshegt Hinkley natural gas compressor site are suljettte regulatory authority of the
California Regional Water Quality Control Board homtan Region. The Regional Board has certifiidad environmental report evaluating the
Utility’s proposed remedial methods to contain ammhediate the underground plume of hexavalent chmonand the potential environmental
impacts. The Regional Board is expected to isseadihal project permits and a final clean-up oridgohases through 2014 and into 2015. As the
permits and order are issued, the Utility will dbtadditional clarity on the total costs associatétth the final remedy and related activities. The
Utility has implemented interim remediation measuiereduce the mass of the chromium plume, moaitdrcontrol movement of the plume, and
provided replacement water to affected reside(B&e Note 14 of the Notes to the Consolidated EiaaBtatements for additional information.) At
December 31, 2013, $190 million was accrued indbesolidated Balance Sheets for estimated undisedduature remediation costs associated '
the Hinkley site. Future costs will depend on méagtors, including the levels of hexavalent chremithe Utility is required to use as the standard
for remediation, the required time period by whilbhse standards must be met, the extent of theréino plume boundary, and adoption of a final
drinking water standard by the State of Californifauture changes in cost estimates and the assamapn which they are based may have a material
impact on future financial condition, results oeogtions, and cash flows.

Topock Site

The Utility’s remediation and abatement effortshegt Topock site are subject to the regulatory aitthof the California Department of
Toxic Substances Control and the U.S. Departmetiteofnterior. The Utility expects to submit itedl remedial design plan in 2014 for approval to
begin construction of an in-situ groundwater treaitrsystem to convert hexavalent chromium intoratesic and non-soluble form of
chromium. The Utility has implemented interim rafizion measures, including a system of extractietis and a treatment plant designed to
prevent movement of the chromium plume toward thv@do River. At December 31, 2013, $264 milleas accrued in the Consolidated Balance
Sheets for estimated undiscounted future remediatists associated with the Topock site. Futusésamill depend on many factors, including the
extent of work to be performed to implement thalffigroundwater remedy and the Utility’s requiredeiframe for remediation. Future changes in
cost estimates and the assumptions on which tleepaged may have a material impact on future finhnondition, results of operations, and cash
flows.

Climate Change

A report issued in 2012 by the U.S. EPA entitlgdijrhate Change Indicators in the United States2281ates that the increase of GHG
emissions in the atmosphere is changing the fundehmeasures of climate in the United Statespfiog rising temperatures, shifting snow and
rainfall patterns, and more extreme climate evese “Risk Factors” below.) Although no comprediea federal legislation has been enacted to
address the reduction of GHG emissions, the Cal#degislature has taken action to address clilaaage.

California Assembly Bill 32 requires the gradualuetion of state-wide GHG emissions to the 199@liey 2020. The CARB is the state
agency charged with monitoring GHG levels and aidgptegulations to implement and enforce AB 32.e TARB has approved various regulations
to implement AB 32, including a state-wide, compnes$ive “cap and trade” program that sets gradutlining limits (or “caps”) on the amount of
GHGs that may be emitted by the major sources oB@hissions. During each year of the program, tARRE will issue emission allowances (i.e.,
the rights to emit GHGSs) equal to the amount of GH@issions allowed for that year. The cap ardktpgogram’s first twgrear compliance perio
which began January 1, 2013, applies to the ebitytgeneration and large industrial sectors. fi&et three-year compliance period, from January 1,
2015 through December 31, 2017, will expand toudelthe natural gas supply and transportation seaftiectively covering all the capped sectors
until 2020. During each year of the program, t#dR8 will issue emission allowances (i.e., the righd emit GHGs) equal to the amount of GHGs
emissions allowed for that year. Emitters can intalowances from the CARB at quarterly auctioetdhy the CARB or from third parties or
exchanges in the market for trading GHG allowanddse CARB is allocating a fixed number of allowasgwhich will decrease each year) for free
to regulated electric distribution utilities, inding the Utility, for the benefit of their electiti customers. The utilities are required to condigeir
electricity-related allowances for auction by th&RB. The CPUC has ordered the utilities to alledhieir electricityrelated auction revenues ami
certain classes of their customers. Although tR&JC has previously authorized the utilities to recheir electricityrelated GHG compliance co:
through rates, the recovery of these costs hasteegporarily deferred until May 2014. In additishe CARB may allocate a number of allowances
for free to natural gas suppliers, including thdityt for the benefit of the Utility’s natural gasistomers. The Utility has filed requests atGRJC
for authority to recover the natural gas suppléated compliance costs from natural gas custoorees annual basis effective January 1, 2015.

The Utility expects all costs and revenues assediaith GHG cap-and-trade to be passed throughstomers.
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Clean Water Act

The EPA published draft regulations in April 20blimplement the requirements of the federal CleatéWAct that requires cooling water
intake structures at electric power plants, sucth@siuclear generation facilities at Diablo Canytorreflect the best technology available to
minimize adverse environmental impacts. In Jur22¢he EPA proposed changes to these draft réguogatvhich, if adopted, would provide more
flexibility in complying with some of the requiremis. It is currently uncertain when the EPA wskue final regulations.

At the state level, the California Water Board hdepted a policy on once-through cooling that gaherequires the installation of cooling
towers or other significant measures to reducentipact on marine life from existing power genenatiacilities in California by at least 85%. The
California Water Board has appointed a committeeviuate the feasibility and cost of using altéueatechnologies to achieve compliance at
nuclear power plants, including Diablo Canyon. Thenmittee’s consultant is expected to submit al fieport to the California Water Board in
2014. If the California Water Board requires thstallation of cooling towers that the Utility belies are not technically or economically feasithle
Utility may be forced to cease operations at Diabémyon and may incur a material charge. Evemeiftility is not required to install cooling
towers, it could incur significant costs to compligh alternative compliance measures or to makerngays to support various environmental
mitigation projects. The Utility would seek to oeer such costs in rates. The Utility’s Diablo @am operations must be in compliance with the
California Water Board’s policy by December 31, 202

OFF-BALANCE SHEET ARRANGEMENTS

PG&E Corporation and the Utility do not have anftlodlance sheet arrangements that have had, oraenably likely to have, a current
future material effect on their financial conditjarhanges in financial condition, revenues or expsnresults of operations, liquidity, capital
expenditures, or capital resources, other tharetdssussed in Note 2 (PG&E Corporation’s tax gqfiitancing agreements) and Note 14 of the
Notes to the Consolidated Financial StatementsUthity 's commodity purchase agreements).

RISK MANAGEMENT ACTIVITIES

The Utility and PG&E Corporation, mainly througk @wnership of the Utility, are exposed to markgk,rwhich is the risk that changes in
market conditions will adversely affect net incoarecash flows. PG&E Corporation and the Utilitgéamarket risk associated with their operations;
their financing arrangements; the marketplace lfeetgcity, natural gas, electric transmissionunat gas transportation, and storage; emissions
allowances, other goods and services; and othectspf their businesses. PG&E Corporation andUtiligy categorize market risks as “price risk”
and “interest rate risk.” The Utility is also exgedl to “credit risk,” the risk that counterpartias to perform their contractual obligations.

The Utility actively manages market risk througtkrimanagement programs designed to support busibgsdives, discourage
unauthorized risk-taking, reduce commodity costtility, and manage cash flows. The Utility usesivhtive instruments only for non-trading
purposes (i.e., risk mitigation) and not for spative purposes. The Utility’s risk managementtidis include the use of energy and financial
instruments such as forward contracts, futurespswaptions, and other instruments and agreenmoist, of which are accounted for as derivative
instruments. Some contracts are accounted faases.

Commaodity Price Risk

The Utility is exposed to commodity price risk aeault of its electricity and natural gas procueatractivities, including the procurement
of natural gas and nuclear fuel necessary fort@gtgeneration and natural gas procurement éwe customers. As long as the Utility can conc
that it is probable that its reasonably incurredlebale electricity procurement costs and natuaalapsts are recoverable, fluctuations in eletyrici
and natural gas prices will not affect earningsclSfluctuations, however, may impact cash flowhe Utility’s natural gas transportation and
storage costs for core customers are also fullpwem@ble through a ratemaking mechanism.

The Utility’s natural gas transportation and steragsts for non-core customers may not be fullpwverable. The Utility is subject to price
and volumetric risk for the portion of intrastai@ural gas transportation and storage capacityhémnot been sold under long-term contracts
providing for the recovery of all fixed costs thgtuthe collection of fixed reservation charges.e Thility sells most of its capacity based on the
volume of gas that the Utility’s customers actualyp, which exposes the Utility to volumetric risk

The Utility uses value-at-risk to measure its shalders’ exposure to price and volumetric riskulttasy from variability in the price of, and
demand for, natural gas transportation and stosaggces that could impact revenues due to changearket prices and customer demand. The
Utility’s value-at-risk calculated under the metbtaby described above was approximately $14 miliod $13 million at December 31, 2013 and
2012, respectively. During the 12 months endedebdaer 31, 2013, the Utility’s approximate high, J@md average values-ask were $14 million
$9 million and $12 million, respectively. During 28, the value-at-risk amounts were $13 million, $1ilion and $12 million, respectively. (See
Note 9 of the Notes to the Consolidated Finandialeésnents for further discussion of price risk nggmaent activities.

Interest Rate Risk
Interest rate risk sensitivity analysis is useth&asure interest rate risk by computing estimateeges in cash flows as a result of assumed
changes in market interest rates. At Decembe2@13 and December 31, 2012, if interest rates athby 1% for all PG&E Corporation and Utility

variable rate long-term debt, short-term debt, ash investments, the impact on net income ovenéle12 months would be $11 million and $7
million, respectively, based on net variable ragbtdand other interest rate-sensitive instrumeutstanding.
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Energy Procurement Credit Risk

The Utility conducts business with counterpartiegnty in the energy industry, including the CAIS@uriket, other California investor-
owned electric utilities, municipal utilities, eggrtrading companies, financial institutions, eleity generation companies, and oil and natural ga
production companies located in the United StatesGanada. If a counterparty fails to performtsrcontractual obligation to deliver electricity or
gas, then the Utility may find it necessary to pmecelectricity or gas at current market pricesiclwimay be higher than the contract prices.

The Utility manages credit risk associated witrcitsinterparties by assigning credit limits base@waluations of their financial conditions,
net worth, credit ratings, and other credit crdeas deemed appropriate. Credit limits and cropditity are monitored periodically. The Utilityes
many energy contracts to master commodity enalalgrgements that may require security (referred tCaedit Collateral” in the table
below). Credit collateral may be in the form o$lear letters of credit. The Utility may accephertforms of performance assurance in the form of
corporate guarantees of acceptable credit qualittreer eligible securities (as deemed approphgtthe Utility). Credit collateral or performance
assurance may be required from counterparties wheant net receivables and replacement cost erp@sieceed contractually specified limits.

The following table summarizes the Utility’s creditk exposure to its counterparties as of DecerBtheP013 and December 31, 2012:

Net Credit

Number of Exposure to

Gross Credit Wholesale Wholesale
Exposure Customers or  Customers or
Before Credit Credit Net Credit  Counterparties Counterparties

(in millions) Collateral 1) Collateral Exposure @ >10% >10%

December 31, 201 $ 87 $ 9 $ 78 2 34
December 31, 201 9 $ 9 $ 85 2 62

@) Gross credit exposure equals markitarket value on physically and financially settt®tracts, and net receivables (payables) whetigés contractually allowed. Gross and
credit exposure amounts reported above do notdechdjustments for time value or liquidi

(@ Net credit exposure is the Gross Credit Expm&efore Credit Collateral minus Credit Collatei@dsh deposits and letters of credit posted bytesparties and held by the
Utility). For purposes of this table, parental gargees are not included as part of the calcula

CRI TICAL ACCOUNTING POLICIES

The preparation of Consolidated Financial Statemegnaccordance with GAAP involves the use of estés and assumptions that affect the
recorded amounts of assets and liabilities asefitite of the financial statements and the repamsalints of revenues and expenses during the
reporting period. The accounting policies desatibelow are considered to be critical accountiniicigs due, in part, to their complexity and
because their application is relevant and mataittie financial position and results of operatioh®G&E Corporation and the Utility, and because
these policies require the use of material judgmant] estimates. Actual results may differ sulisténfrom these estimates. These policies and
their key characteristics are outlined below.
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Regulatory Accounting

The Utility’s rates are primarily set by the CPUlahe FERC and are designed to recover the cgsbufding service. The Utility
capitalizes and records, as regulatory assetss tiwstt would otherwise be charged to expensadfdtobable that the incurred costs will be receder
in future rates. Regulatory assets are amortized the future periods that the costs are expeotee recovered. If costs expected to be incurmred
the future are currently being recovered througésiahe Utility records those expected futuresastregulatory liabilities. In addition, the @il
records regulatory liabilities when the CPUC or BERC requires a refund to be made to customednma®required that a gain or other reduction of
net allowable costs be given to customers overdyperiods.

Determining probability requires significant judgmdy management and includes, but is not limiegdonsideration of testimony
presented in regulatory hearings, proposed regylaicisions, final regulatory orders, and thergith or status of applications for rehearing otesta
court appeals. For some of the Utilgyegulatory assets, including utility retained eyation, the Utility has determined that the casesrecoverabl
based on specific approval from the CPUC. Thetytilso records a regulatory asset when a mectmaisign place to recover current expenditures
and historical experience indicates that recovéigaurred costs is probable, such as the regylassets for pension benefits; deferred income tax;
price risk management; and unamortized loss, ngaiof, on reacquired debt. The CPUC has not dehgdecovery of any material costs previously
recognized by the Utility as regulatory assetslierperiods 2011 through 2013.

If the Utility determined that it is no longer piatie that regulatory assets would be recoveredftacted in future rates, or if the Utility
ceased to be subject to rate regulation, the remylassets would be charged against income ipehied in which that determination was made. At
December 31, 2013, PG&E Corporation and the Utikijyorted regulatory assets (including current laguy balancing accounts receivable) of $6.5
billion and regulatory liabilities (including cumebalancing accounts payable) of $6.8 billion.

In addition, regulatory accounting standards regjreécognition of a loss if it becomes probable tzgtital expenditures under construction
(or recently completed expenditures) will be disakd for ratemaking purposes and if a reasonalila@® of the amount of the disallowance can be
made. Such assessments require significant judgoyemianagement regarding probability of recovesydascribed above, and the ultimate cost of
construction of capital assets. The Utility recoadsss to the extent capital costs are expecteddeed the amount to be recovered. The Utility
records a provision based on the lower end ofdahge of possible losses to the extent there igtadégree of uncertainty in the Utility’s forecaét
capital project costs. The Utility’s capital foests involve a series of complex judgments reggrdétailed project plans, estimates included irdthi
party contracts, historical cost experience forilsinprojects, permitting requirements, environnaebmpliance standards, and a variety of other
factors. As discussed above in “Natural Gas MatteDisallowed Capital Costs” and Note 14 of thedsdo the Consolidated Financial Statements,
the Utility recorded charges of $196 million and$3nillion in 2013 and 2012, respectively, for PStRital costs that are expected to exceed the
amount to be recovered. The additional charg®iB82rimarily reflects changes in the project pwitfinvolving higher costs to replace pipelines
than originally forecast. Management will contirtagperiodically assess its PSEP capital costgfamdelated CPUC regulatory proceedings, and
further charges could be required in future periods

Loss Contingencies
Environmental Remediation Liabilitie:

The Utility is subject to loss contingencies purtua federal and California environmental laws aggulations that in the future may
require the Ultility to pay for environmental rematithin at sites where it has been, or may be, axpally responsible party. Such contingencies may
exist for the remediation of hazardous substantcearaus potential sites, including former MGResjtpower plant sites, gas compressor station:
sites used by the Utility for the storage, recygliar disposal of potentially hazardous materiedgn if the Utility did not deposit those substanoa
the site.

The Utility generally commences the environmengahediation assessment process upon notification federal or state agencies, or other
parties, of a potential site requiring remedialactt (In some instances, the Utility may initiaietion to determine its remediation liability fores
that it no longer owns in cooperation with regutgtagencies. For example, the Utility has begpnogram related to certain former MGP
sites.) Based on such notification, the Utilitymaetes an assessment of the potential site arldadga whether it is probable that a remediation
liability has been incurred. The Utility records environmental remediation liability when siteessments indicate remediation is probable and it
can reasonably estimate the loss or a range oftp@éssses. Given the complexities of the legal eegulatory environment and the inherent
uncertainties involved in the early stages of ag@iation project, the process for estimating resutat liabilities is subjective and requires
significant judgment. Key factors evaluated in@eping cost estimates include the extent and tgpészardous substances at a potential site, the
range of technologies that can be used for rermedijghe determination of the Utility’s liabilityniproportion to other responsible parties, and the
extent to which such costs are recoverable frond {érties.

When possible, the Utility estimates costs usitgrspecific information, but also considers histatiexperience for costs incurred at similar
sites depending on the level of information avddatEstimated costs are composed of the diret¢s @dthe remediation effort and the costs of
compensation for employees who are expected totdevsignificant amount of time directly to the eiation effort. These estimated costs include
remedial site investigations, remediation acti@pgrations and maintenance activities, post rerntiedianonitoring, and the costs of technologies
are expected to be approved to remediate the Riénediation efforts for a particular site gengraktend over a period of several years. During th
period, the laws governing the remediation proceag change, as well as site conditions, therebgiplysaffecting the cost of the remediation effi
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At December 31, 2013 and 2012, the Utility’s actsdar undiscounted gross environmental liabilitresre $900 million and $910 million,
respectively. The Utility’s undiscounted futurest®could increase to as much as $1.7 billiongfektent of contamination or necessary remediation
is greater than anticipated or if the other potdlytiresponsible parties are not financially alleontribute to these costs, and could increaskeduif
the Utility chooses to remediate beyond regulateguirements. Although the Utility has provided kmown environmental obligations that are
probable and reasonably estimable, estimated owsts/ary significantly from actual costs, and theoant of additional future costs may be material
to results of operations in the period in whichythee recognized.

Legal and Regulatory Matter

PG&E Corporation and the Utility are subject toiwas laws and regulations and, in the normal coafdmisiness, PG&E Corporation and
the Ultility are subject to claims or named as parih lawsuits. In addition, the Utility can inquenalties for failure to comply with federal, stadr
local laws and regulations. PG&E Corporation dvelWtility record a provision for a loss when itigth probable that a loss has been incurred and
the amount of the loss can be reasonably estim&®&XE Corporation and the Utility evaluate thegearf reasonably estimated losses and record a
provision based on the minimum amount, unless asuatwithin the range is a better estimate thanathgr amount. These accruals, and the
estimates of any additional reasonably possibleel®gor reasonably possible losses in excess aihtloeints accrued), are reviewed quarterly and are
adjusted to reflect the impacts of negotiationscalery, settlements and payments, rulings, adfitegal counsel, and other information and events
pertaining to a particular matter. In assessiegatmount of such losses, PG&E Corporation’s andUtiigy’s policy is to exclude anticipated legal
costs. (See “Natural Gas Matters” and “Legal ardRatory Contingencies” in Note 14 of the Notethi® Consolidated Financial Statements.)

Asset Retirement Obligations

PG&E Corporation and the Utility account for an ARGCfair value in the period during which the leghligation is incurred if a reasonable
estimate of fair value and its settlement datelm|amade. A legal obligation can arise from antexdsor enacted law, statute, or ordinance; a amitt
or oral contract; or under the legal doctrine afpissory estoppel.

At the time of recording an ARO, the associate@fistirement costs are capitalized as part o€#ng/ing amount of the related long-lived
asset. The Utility recognizes a regulatory asséability for the timing differences between therognition of expenses and costs recovered through
the ratemaking process.

Most of PG&E Corporation’s and the Utility’'s AROslate to the Utility’s obligation to decommissids nuclear generation facilities,
certain fossil fuel-fired generation facilities,cagas transmission assets. The Utility estimasestiligation for the future decommissioning of its
nuclear generation facilities and certain fossdlfired generation facilities. In December 20it# Utility submitted an updated estimate of thstco
to decommission its nuclear facilities to the CPURe estimated undiscounted cost to decommishi®itility’s nuclear power plants increased by
$1.4 billion in 2012 due to higher spent nucleal flisposal costs and an increase in the scop@i. wi'o estimate the liability, the Utility uses a
discounted cash flow model based upon significatitmates and assumptions about future decommisgjarusts, inflation rates, and the estimated
date of decommissioning. The estimated future fasts are discounted using a credit-adjusted fisk-rate that reflects the risk associated wiéh th
decommissioning obligation. (See Note 2 of thedddb the Consolidated Financial Statements.)

Changes in these estimates and assumptions cotadiaiy affect the amount of the recorded AROtfoese assets. For example, a
premature shutdown of the nuclear facilities atidiaCanyon would increase the likelihood of anieadtart to decommissioning and cause an
increase in the ARO. Additionally, if the inflatiadjustment increased 25 basis points, the anaduhe ARO would increase by approximately
4.21%. Similarly, an increase in the discount Bt&5 basis points would decrease the amounteoARO by 5.24%. At December 31, 2013, the
Utility’s recorded ARO for the estimated cost dfirieg these long-lived assets was $3.5 billion.

Pension and Other Postretirement Benefit Plans

PG&E Corporation and the Utility provide a non-admitory defined benefit pension plan for eligilelmployees as well as contributory
postretirement health care and medical plans fgibé retirees and their eligible dependents, moglcontributory postretirement life insurance pl
for eligible employees and retirees.

The pension and other postretirement benefit otitiga are calculated using actuarial models abe@ftecember 31 measurement date. The
significant a ctuarial assumptions used in deteimgipension and other benefit obligations inclugediscount rate, the average rate of future
compensation increases, the health care cost teeé@@nd the expected return on plan assets. PG#poration and the Utility review these
assumptions on an annual basis and adjust themcassary. While PG&E Corporation and the Utiligfiéve that the assumptions used are
appropriate, significant differences in actual eigrece, plan changes or amendments, or significiages in assumptions may materially affect the
recorded pension and other postretirement bengfgations and future plan expenses.

PG&E Corporation and the Utility recognize the faddstatus of their respective plans on their ragme€onsolidated Balance Sheets with
an offsetting entry to accumulated other compreleriacome (loss); or, to the extent that the odshe plans are recoverable in utility rates, to
regulatory assets and liabilities, resulting inimpact to their respective Consolidated Statemeiliscome.

Pension and other benefit expense is based oriffaeedces between actuarial assumptions and aplamlresults and is deferred in
accumulated other comprehensive income (loss) ardtized into income on a gradual basis. The difiees between pension benefit expense
recognized in accordance with GAAP and amountsgrized for ratemaking purposes are recorded adategy assets or liabilities as amounts are
probable of recovery from customers. To the extiemother benefits are in an overfunded positioa Utility records a regulatory liability for a
portion of the credit balance in accumulated ottenprehensive income. (See Note 3 of the Notéset@€onsolidated Financial Statements.)

PG&E Corporation and the Utility review recent ctsenhds and projected future trends in establishigjth care cost trend rates. This
evaluation suggests that current rates of inflatimnexpected to continue in the near term. logeition of continued high inflation in health care
costs and given the design of PG&E Corporatioremg) the assumed health care cost trend rate I&i2B%, gradually decreasing to the ultimate
trend rate of 5% in 2020 and beyo
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Expected rates of return on plan assets were deseloy determining projected stock and bond retanuasthen applying these returns to
target asset allocations of the employee beneftdr resulting in a weighted average rate of redur plan assets. Fixed-income returns were
projected based on real maturity and credit spradded to a long-term inflation rate. Equity retiwere estimated based on estimates of dividend
yield and real earnings growth added to a -term rate of inflation. For the Utility’s defindzknefit pension plan, the assumed return of 6.5%
compares to a ten-year actual return of 8.7%.

The rate used to discount pension benefits and b#heefits was based on a yield curve developead friarket data of approximately 494
Aa-grade non-callable bonds at December 31, 20h8s yield curve has discount rates that vary basethe duration of the obligations. The

estimated future cash flows for the pension andrgtlostretirement benefit obligations were matdoettie corresponding rates on the yield curve to
derive a weighted average discount rate.

The following reflects the sensitivity of pensioosts and projected benefit obligation to change®itain actuarial assumptions:

Increase in
Projected
Increase Benefit

Increase in  Obligation at

(Decrease) ir 2013 Pension December 31,
(in millions) Assumption Costs 2013

Discount rate 050 % $ 122 $ 1,041
Rate of return on plan ass (0.50 % 60 -
Rate of increase in compensat 0.5(% 60 24¢€

The following reflects the sensitivity of other pretirement benefit costs and accumulated benbfigation to changes in certain actuarial
assumptions:

Increase in
2013
Other
Postretirement

Increase

(Decrease) ir

Increase in

Accumulated

Benefit
Obligation at

December 31

(in millions) Assumption Benefit Costs 2013

Health care cost trend re 05(% $ 7 $ 43
Discount rate (0.50 % 7 104
Rate of return on plan ass: (0.50) % 9 -
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CAUTIONARY LANGUAGE REGARDING FORWARD-LOOKING STATE MENTS

This 2013 Annual Report contains forward-lookingtstments that are necessarily subject to variss end uncertainties. These
statements reflect management’s judgment and amnidich are based on current estimates, expetsaémd projections about future events and
assumptions regarding these events and managehmenttedge of facts as of the date of this rep@tiese forward-looking statements relate to,
among other matters, estimated losses, includinglpes and fines, associated with various invesitgs; forecasts of costs the Utility will incuar t
make safety and reliability improvements, includimejural gas transmission costs that the Utility mot recover through rates; forecasts of capital
expenditures; estimates and assumptions useditatdaccounting policies, including those relatiogegulatory assets and liabilities, environmenta
remediation, litigation, third-party claims, andhet liabilities; and the level of future equityaebt issuances. These statements are also iddrtii
words such as “assume,” “expect,” “intend,” “foreta“plan,” “project,” “believe,” “estimate,” “prdict,” “anticipate,” “may,” “should,” “would,”
“could,” “potential” and similar expressions. PG&brporation and the Utility are not able to predit the factors that may affect future
results. Some of the factors that could causedutesults to differ materially from those expreseeimplied by the forward-looking statements, or
from historical results, include, but are not liedtto:

" u " ow " ou ”ou ”ow ” o,

« when and how the pending CPUC investigations affidreement matters related to the Utilgyhatural gas system operating practices
the San Bruno accident are concluded, includingittimate amount of fines the Utility will be reged to pay to the State General Fund
amount of natural gas transmission costs the Yiilitl be prohibited from recovering, and the co$tany remedial actions the Utility m
be ordered to perforn

« the outcome of the pending federal criminal in\gzdibn related to the San Bruno accident, includiregultimate amount of civil or crimir
fines or penalties, if any, the Utility may be r@gd to pay, and the impact of remedial measuredUtility is required to take such as
appointment of an independent monit

« whether PG&E Corporation and the Utility are aldeepair the reputational harm that they have sedffeand may suffer in the future,
to the negative publicity surrounding the San Brawmaident and the decisions to be issued in theipgrinvestigations, including a
charge or finding of criminal liability

« the outcomes of ratemaking proceedings, such a20thé GRC, the 2015 GT&S rate case, and the TCcestes;

« the amount and timing of additional common stodu@nces by PG&E Corporation, the proceeds of whiehcontributed as equity
maintain the Utilitys authorized capital structure as the Utility irccaharges and costs that it cannot recover throaigis, including cos
and fines associated with natural gas matterstagénding investigation

« the outcome of future regulatory investigationgat@dns, or other proceedings, that may be comneenglating to the Utilitys complianc
with laws, rules, regulations, or orders applicabléhe operation, inspection, and maintenancesadlectric and gas facilitie

« the impact of environmental remediation laws, raiahs, and orders; the ultimate amount of costsrired to discharge the Utility’knowr
and unknown remediation obligations; the extenvkhich the Utility is able to recover environmentaimpliance and remediation cost
rates or from other sources; and the ultimate atofienvironmental remediation costs the Utilitgums but does not recover, such as
remediation costs associated with the Uf's natural gas compressor station site locatedhtieétey, California;

« the impact of new legislation or NRC regulatioresgammendations, policies, decisions, or ordergingldao the nuclear industry, includi
operations, seismic design, security, safety, @abing, the storage of spent nuclear fuel, decosiamnigg, cooling water intake, or otl
issues; and whether the Utility decides to reqthesttthe NRC resume processing the Utisitygenewal application for the two Diablo Can
operating licenses, and if so, whether the NRCtgrdre renewal

« the impact of weath-related conditions or events, climate change, ahtlisasters, acts of terrorism, war, or vandal{sroluding cybe-
attacks), and other events, that can cause unglasutages, reduce generating output, disrupt tilgyUs service to customers, or damag
disrupt the facilities, operations, or informatitechnology and systems owned by the Utility, itstomers, or third parties on which
Utility relies; and subject the Utility to thirdarty liability for property damage or personaluiryj, or result in the imposition of civ
criminal, or regulatory penalties on the Utili

« the impact of environmental laws and regulatiomeeal at the reduction of carbon dioxide and GHG#, w&hether the Utility is able
continue recovering associated compliance cost$ as the cost of emission allowances and offsedsrucap-andrade regulations and 1
cost of renewable energy procureme

» changes in customer demand for electricity andrahgas resulting from unanticipated populationvgtoor decline in the Utilitys servic:
area, general and regional economic and financiket conditions, the extent of municipalizationttod Utility’s electric or gas distributir
facilities, changing levels of “direct accesslistomers who procure electricity from alternatemeergy providers, changing levels
customers who purchase electricity from governmdrgdies that act as “community choice aggregdta@nsd the development of alterna
energy technologies including sgeneration, storage and distributed generatiomtdobies;

« the adequacy and price of electricity, natural gesl nuclear fuel supplies; the extent to which Wity can manage and respond to

volatility of energy commodity prices; the abiliof the Utility and its counterparties to post oture collateral in connection with price r
management activities; and whether the Utilitylifedo recover timely its energy commodity costetigh rates
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« whether the Utilit's information technology, operating systems andvoets, including the advanced metering system stfteture
customer billing, financial, and other systems, cantinue to function accurately while meeting fatpry requirements; whether the Uti
is able to protect its operating systems and nétsvibom damage, disruption, or failure caused hyecwttacks, computer viruses, or ol
hazards; whether the Utility’security measures are sufficient to protect denfiial customer, vendor, and financial data coeiiin suc
systems and networks; and whether the Utility aamtioue to rely on thirgharty vendors and contractors that maintain angatsome ¢
the Utility’s operating system

« the extent to which costs incurred in connectiothwhird-party claims or litigation can be recovered througgurance, rates, or from ot
third parties; including the timing and amountmsurance recoveries related to third party clairisrg from the San Bruno accide

« the ability of PG&E Corporation and the Utility &xcess capital markets and other sources of deb¢guity financing in a timely manr
on acceptable term

« changes in credit ratings which could result inréased borrowing costs especially if PG&E Corporatdr the Utility were to lose |
investment grade credit rating

. the impact of federal or state laws or regulati@rstheir interpretation, on energy policy and tegulation of utilities and their holdi
companies, including how the CPUC interprets anfdreas the financial and other conditions imposedP&&E Corporation when
became the Utility’s holding company, and whether titimate outcome of the pending investigaticelating to the Utilitys natural ge
operations affects the Util's ability to make distributions to PG&E Corporati@amd, in turn, PG&E Corporati’s ability to pay dividends

« the outcome of federal or state tax audits andntipact of any changes in federal or state tax lgoBcies, or regulations; and

« the impact of changes in GAAP, standards, rulepaticies, including those related to regulatorgamting, and the impact of change
their interpretation or applicatio

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 condition, results of epations, and cash flows, see “Risk Factors” bel®M&&E Corporation and the Utility do not
undertake an obligation to update forward-lookitegesnents, whether in response to new informaftidore events, or otherwise.
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RISK FACTORS

PG&E Corporatior's and the Utility’s reputations have been signiéintly affected by the negative publicity about t8an Bruno accident, the
related investigations and civil litigation, the Uity’s noncompliance with certain natural gas redations, and the fines imposed on the Utility for
noncompliance with these regulations and for vidla of certain CPUC rules. Their reputations magfurther adversely affected by publicity
regarding developments in the pending CPUC and drial investigations, and by future investigations other regulatory or governmental
proceedings or action that may be commenced. lditidn, the Utility’s electricity and natural gas operations generallye subject to continuous
public scrutiny and criticism that could lead to fther reputational harm. Additional reputational han or the inability of PG&E Corporation anc
the Utility to restore their reputations may furthaffect their financial conditions, results of opations and cash flows.

The reputations of PG&E Corporation and the Utiligve seriously suffered as a result of the extensiedia coverage of the San Bruno
accident, the investigative findings from the NT&®BI the CPUC’s independent review panel that pléeedlame for the accident primarily on the
Utility, the ensuing civil litigation, the criminahvestigation, and the CPUC investigations thateamommenced to determine whether the Utility
violated any laws, rules, regulations or orderatied) to safety recordkeeping, pipeline instatiafintegrity management, or other operational
practices. (See “Natural Gas Matters” above.) EG3rporation and the Utility anticipate that theui# be additional media coverage of future
developments in the pending investigations, espgcitier the final outcomes are determined.

In addition, there could be additional negativeljmitly as the SED takes action with respect to nious reports the Utility has submitted to
notify the SED about the Utilitg' noncompliance with certain natural gas regulation January 2012, the SED imposed fines of $a#6ll&n on the
Utility for self-reported failure to perform centaieak surveys and in 2013 the SED imposed fineging from $50,000 to $8.1 million for self-
reported violations. The SED may impose additidimals based on other self-reported violationse edia also has published reports about two
orders to show cause that were issued by the CRUDgust 2013 regarding a filing the Utility subtad in July 2013 to correct certain factual er
made in documents submitted in October 2011 tlatiged support for an order to restore operatirgggure on certain pipelines. In December 2
the Utility was fined $14.4 million for violating @PUC rule prohibiting misleading disclosures te @PUC.

The Utility’s reputation can also be affected bydiaecoverage of highly debated public policy isssiesh as those relating to the Utility’s
nuclear generation operations and nuclear decoriamisg activities; environmental remediation or péting activities; the accuracy, privacy, and
safety of the Utility’s information, operating, abdling systems; and the future development ofdtagemandated California High Speed Rail pro
through the Utility’s service territory. Media aenage of outages, vandalism, physical attacks ewJthity’s facilities (such as the attack on the
Metcalf electric substation), gas leaks, accideatssing injury or death, or other operational eseat well as concerns about the risks of terrorist
acts, climate change, earthquakes, or a nucleateatccan also negatively affect the Utilgy’eputation. These public policy debates andatjperal
concerns have often led to additional adverse mamliarage and could later result in investigationsther action by regulators, legislators and law
enforcement officials or in lawsuits.

The outcome of pending ratemaking proceedings, aathe GRC and the GT&S rate case, also couldt&#®B&E Corporation’s and the
Utility’s reputations, with unfavorable regulatasytcomes having a negative reputational effecterAbtively, PG&E Corporation’s or the Utility's
unfavorable reputation could have a negative imfteeon the regulatory decision-making process.

Investors may question management’s ability toirdpa reputational harm that PG&E Corporation #rel Utility have suffered, resulting
in an adverse impact on the market price of PG&EpB@tion common stock. The issuance of commotkdty PG&E Corporation to fund the
Utility’s unrecovered costs has materially diluR@G&E Corporatiors EPS. Additional share issuances following aidixg stock price would caut
further dilution. The extent to which PG&E Corptioa’s and the Utility’s reputations can be restbvéll depend, in part, on the success of the
Utility’s efforts to improve the safety and relidityi of the natural gas system as planned in thktyJ$ PSEP, whether they can implement the
remaining recommendations made by the CPUC’s inuigr review panel and the NTSB, and whether theyahle to adequately show regulators,
legislators, law enforcement officials, city offis$, the media and the public that they have dondfSPG&E Corporation and the Utility are unable
to repair their reputations, their financial coratis, results of operations and cash flows mayicoatto be negatively affected.

PG&E Corporatior’s and the Utility’s financial condition, results fooperations, and cash flows could be materiallyfexfted by the ultimate
outcome of the CPUC investigations; the ultimate aomt of gas transmission costs that the Utility doeot recover through rates; and the
ultimate outcome of the criminal investigation, ihaing the amount of penalties imposed and the ctwsimplement any required action.

As discussed above in the section entitled “NatGi@d Matters — Pending CPUC Investigations andrigafoent Matters,” the SED has
recommended that the CPUC impose what the SED dieaizes as a penalty of $2.25 billion on the Ytilconsisting of a $300 million fine payable
to the State General Fund and $1.95 billion of reneverable costs. If the SED’s penalty recommgnidds adopted by the CPUC, the Utility
estimates that its total unrecovered costs and fieklated to natural gas transmission operationgdize about $4.5 billion and the Utility would
incur material charges in addition to the chardessady incurred for the probable fines of $200 imilland unrecoverable natural gas transmission
costs. Such charges would materially affect PG&EpOration’s and the Utility’s financial conditiand results of operations and could negatively
affect the availability, amount, and timing of frewdebt and equity issuances by PG&E Corporatiaitlaa Utility. Future developments in the
criminal investigation arising from the San Brurozident also could have a material effect on PG&EpGration’s and the Utility’s financial
condition, results of operations, and cash flo(&ee the sections entitled “Criminal Investigatiomter the heading “Natural Gas Matters.”)

PG&E Corporatior's and the Utility’s financial condition, results fooperations, and cash flows have been materialffeated by costs incurred by
the Utility to perform work under the PSEP, to undeke other pipeline-related work, and to improveet safety and reliability of its natural gas
and electricity operations. The Utility forecadtsat it will incur a material amount of unrecoverdb natural gas transmission costs in 2014. The
Utility’s ability to recover natural gas transmissi costs in 2015 through 2017 primarily will be @emined by the outcome of the Utility’s 2015
GT&S rate case.

In December 2012, the CPUC approved most of thigykiproposed scope and timing of projects tacbepleted under the Utility's PSEP
through 2014, but the CPUC disallowed the Utilityeésjuest for rate recovery of a significant portidriorecasted capital costs and expenses. In
October 2013, the Utility filed an update applioatias ordered by the CPUC, to reflect changdsarstope and priority of projects resulting frore
Utility 's completed search and review of records relatgiptdine pressure validation and other informationluding updated cost forecasts.



December 31, 2013, the Utility had recorded cunitdatharges of $549 million for PSEP capital calst the Utility expects will exceed
the adopted cost amounts. (See “Natural Gas Matove.) The Utility could record additional ehes for disallowed costs if the CPUC does not
approve the Utility’s request to adjust revenuaunegnents or if cost forecasts increase. Thetytdiso forecasts it will incur costs during 20hétt
it will not recover through rates, including cogiddentify and remove encroachments from gas tnésson pipeline rights-of-way, to pressure test

pipelines placed into service after January 1, 1866sistent with the CPUC’s disallowance of sugstgin the PSEP decision, and remedial costs
associated with the Utility’s pipeline corrosiomt¢! program.
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The Utility’s ability to recover its natural gasitrsmission and storage costs in 2015, 2016, and, ¥l be determined by whether the
CPUC approves the Utility's GT&S rate case appiaat (See “Regulatory Matters” above.) PG&E Cagtimn’s and the Utility’s financial
condition and results of operations could be mallgraffected if the CPUC does not approve theitytd request or if actual costs exceed the capital
and expense amounts that the CPUC may authorize.UTility has not requested rate recovery foraiartosts it forecasts it will incur during 2015
through 2017, including costs to identify and remewncroachments from gas transmission pipelingsighway, to pressure test certain pipelines,
and to take remedial measures to address pipadimesion. Actual costs to perform this work cowidterially exceed forecasts and negatively affect
PG&E Corporation’s and the Utility’s results of sagons. The Utilitys ability to recover natural gas transmission caksts could be affected by t
final decisions to be issued in the CPUC’s pendhingstigations discussed above.

PG&E Corporatior’s and the Utility’s financial condition, results fooperations, and cash flows will be affected byithability to continue
accessing the capital markets and by the termsethtdand equity financings.

The Utility relies on access to capital and credlirkets as significant sources of liquidity to fusapital expenditures, pay principal and
interest on its debt, provide collateral to supjitsrhatural gas and electricity procurement heglgiontracts, and fund other operations requirements
that are not satisfied by operating cash flowse tBe discussion of the Utility’s future financingeds above in “Liquidity and Financial
Resources.” The Utility’s financing needs wouldrigase if the Utility were required to incur unreemble costs and pay fines as a result of the
outcome of the pending investigations discussétlaiural Gas Matters” above. Such financing magdmee more difficult to obtain, especially if
the ultimate outcome of the investigations affedtedUtility’s credit ratings. As the Utility hascurred costs it has been unable to recover throug
rates, it has relied on equity contributions fro®&E Corporation to maintain the 52% equity compdradrits CPUC-authorized capital
structure. The Utility’s equity needs could ingeanaterially depending on the ultimate outcomiefpending investigations and the amount of
natural gas and transmission costs it is unabtedover through rates.

PG&E Corporation relies on independent accessga@dlpital and credit markets to fund its operatiomske capital expenditures, and
contribute equity to the Utility as needed to maiimtthe Utility’s CPUC-authorized capital structuifefunds received from the Utility (in the fornd o
dividends or share repurchases) are insufficientéet such needs. Since the San Bruno accide&&=RIBrporation has issued a material amour
equity to fund its equity contributions to the Wil PG&E Corporation forecasts that it will nedissue additional material amounts of equity in
2014 as the Utility continues to incur costs thaginnot recover through rates. If the Utilityégjuired to pay penalties in an amount that exctesls
amount already accrued, the Utility may need furdwiity contributions that PG&E Corporation magdéo fund through additional dilutive share
issuances. PG&E Corporation also may be requaedtess the capital markets to fund equity cantiobs to the Utility following the Utility’s
issuance of long-term debt to maintain the Utiitgapital structure. PG&E Corporation primarilyshialied on the public sale of its common stoc
raise the funds it contributes to meet the Utiitgquity needs. The market price of PG&E Corponatiommon stock could decline materially
depending on the outcome of the investigationstaeamount and timing of future share issuancesclides in the stock price could increase the
dilutive effect of future stock issuances and miakeore difficult or expensive for PG&E Corporatitm complete future equity offerings.

PG&E Corporation’s and the Utilitg’ability to access the capital and credit markatsthe costs and terms of available financing e pe
many factors, including the ultimate outcome of peading investigations, the outcome of pendingmaiking proceedings, changes in their credit
ratings, changes in the federal or state regulaowronment affecting energy companies generalj®&E Corporation and the Utility in particul
the overall health of the energy industry, volgtiln electricity or natural gas prices, and gehecwnomic and financial market conditions. If PB&
Corporation’s or the Utility’s credit ratings wetdlewngraded to below investment grade, their abibtgiccess the capital and credit markets would be
negatively affected and could result in higher bating costs, fewer financing options, includinguedd access to the commercial paper market,
additional collateral posting requirements, whietiurn could affect liquidity and lead to an incsed financing need.

If the Utility were unable to access the capitatkess, it could be required to decrease or suspendends to PG&E Corporation. PG&E
Corporation also would need to consider its altévea, such as contributing capital to the Utility,enable the Utility to fulfill its obligation to
serve. To maintain PG&E Corporation’s dividenddein these circumstances, PG&E Corporation woelduother required to access the capital or
credit markets. PG&E Corporation may need to desmer discontinue its common stock dividendid itnable to access the capital or credit
markets on reasonable terms.

PG&E Corporatior’s and the Utility’s financial condition depends @m the Utility’s ability to recover its operatingkpenses and its electricity and
natural gas procurement costs and to earn a reasolearate of return on capital investments, in a taly manner from the Utility’s customers
through regulated rates.

The Utility’s ability to recover its costs and eaimauthorized rate of return can be affected byyrfactors, including the time lag between
when costs are incurred and when those costs eoeard in customers’ rates and differences betuwleeforecast or authorized costs embedded in
rates (which are set on a prospective basis) amdriount of actual costs incurred. (See “Reguldiatters — 2014 General Rate Caabbve.) Thi
CPUC or the FERC may not allow the Utility to reeoosts on the basis that such costs were nainably or prudently incurred or for other
reasons. For example, the CPUC has prohibitetdtifiey from recovering a material portion of costst the Utility has already incurred, and will
continue to incur, as it performs work under th&PSin part, because the CPUC found that such e@stsincurred as a result of imprudent
management. The CPUC may order the Utility to psepoost-sharing methods for certain costs or tilgylihay decide for other reasons not to seek
recovery of certain costs. In either case, théttivould incur costs that are not recovered tiglouates. (See “Natural Gas Matters” above.)

Further, to serve its customers in a safe andblelimanner, the Utility may be required to incupemses before the CPUC approves the
recovery of such costs. The Utility is generalhable to recover costs incurred before CPUC authtioin is obtained, unless the CPUC authorizes
the Utility to track costs for potential future me@ry. For example, the Utility requested that@#UC allow the Utility to track costs incurred in
2012 under the PSEP before the CPUC approved éime dlhe CPUC did not address the Utility's reqaest as a result the Utility was unable to
recover costs incurred before the effective dath®fdecision, December 20, 2012. The Utility'suf@ to recover these and other pipeline-related
costs has materially affected PG&E Corporation'g tire Utility’s financial condition, results of ofions and cash flows.

Changes in laws and regulations or changes indliécpl and regulatory environment also may hanedverse effect on the Utility'ability
to timely recover its costs and earn its authorizgd of return. In addition, the Utility may bequired to incur substantial costs to comply wighvn
state laws or to implement new state policies leefbe Utility is assured of cost recovery. Forregée, the sta-mandated development of t



California High Speed Rail Project through the itti$ service territory will require the relocatiaf some of the Utility’s electric and gas
facilities, new electric facilities, and signifideexpansion and upgrade to the Utility’s electsistem. Although the CPUC has begun a proceeding tc
address cost allocation and cost recovery isshed/tility may incur costs before the issues attlesk for example, to obtain environmental
permits. Further, fluctuating commaodity pricescatould affect the Utility’s ability to timely reger its costs and earn its authorized rate of
return. Although current law and regulatory medsians permit the Ultility to pass through its costptocure electricity and natural gas to customers
in rates, a significant and sustained rise in couitygrices, caused by costs associated with neewable energy resources and California’s new
cap-andirade program and other factors, could create dweate pressures that make it more difficult foe tUtility to recover its costs. This press
could increase as the Utility continues to colkaathorized rates to support public purpose prograoch as energy efficiency programs, and low-
income rate subsidies, and to fund customer ineempiograms.
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The Utility’s ability to recover its costs also mbg affected by the economy and the economy’s sporeding impact on the Utility’s
customers. For example, a sustained downturruggihness in the economy could reduce the Uslisgles to industrial and commercial
customers. Although the Utility generally recovigsscosts through rates, regardless of sales valuate pressures increase when the costs are born
by a smaller sales base. A portion of the Utitityevenues depends on the level of customer defoatite Utility’s natural gas transportation
services which can fluctuate based on economicitiond, the price of natural gas, and other factdnsthe GT&S rate case application, the Utility
has proposed that this revenue mechanism be etiediteeginning on January 1, 2015 but it is uncendiether the request will be granted.

The Utility’s failure to recover its operating expenses, irinlyiélectricity and natural gas procurement cas timely manner through ra
could have a material effect on PG&E Corporatiaris the Utility’s financial condition, results operations, and cash flows.

The Utility’s ability to procure electricity to méeustomer demand at reasonable prices and recgrecurement-related costs timely may be
affected by increasing renewable energy requirengrhe continuing functioning of the wholesale eleicity market in California, and the
expanded cap-and-trade market.

The Utility meets customer demand for electricitynfi a variety of sources, including electricity geated from the Utility’'s own generation
facilities, electricity provided by third partiesder power purchase agreements, and purchases arttesale electricity market. The Utility must
manage these sources using the commercial and C&llatory principles of “least cost dispatch.”

Following competitive requests for offers from thparties, the Utility enters into power purchageeaments, including contracts to
purchase renewable energy, in compliance with aGBpjproved long-term procurement plan. These awgats become binding obligations of the
Utility after the CPUC approves the agreementsauttiorizes the Utility to recover contract costetigh rates. There is a risk that the contractual
prices the Utility is required to pay will becomeaconomic in the future for a variety of reasons|uding developments in alternative energy
technology, increased self-generation by custonaerécrease in distributed generation, and lowstamer demand due to economic conditions or
the loss of the Utility’s customers to other getieraproviders. In particular, as the market femewable energy develops in response to Califarnia’
renewable energy requirements, there is a riskttieattility’s contractual commitments could resnliprocurement costs that are higher than the
market price of renewable energy. This could ereafiurther risk that, despite original CPUC appi®f the contracts, the CPUC would disallow
contract costs in the future if the CPUC determihes the costs are unreasonably above markedddition, the CPUC could disallow procurement
costs if the CPUC determined that the Utility inear procurement costs that were not in compliaritte ite CPUC-approved procurement plan, or
that the Utility did not prudently administer thevger purchase agreements that were executed inlieorog with the plan. The Utility also could
incur liability under its contracts to procure étegity from conventional and renewable generatiesources if such resources are physically cudaile
by the CAISO during periods of over-generation wheneration resources scheduled with the CAISOezkcastomer load. The costs incurred by
the Utility under these circumstances would be ettt reasonableness review by the CPUC and dmuttisallowed.

The Utility also purchases energy throtlghday-ahead and real-time wholesale electriciyket operated by the CAISO. The amount
of electricity the Utility purchases on the wholesaarket fluctuates due to a variety of factams|uding, the level of electricity generated by the
Utility’s own generation facilities, changes in twrser demand, periodic expirations or terminatiohgower purchase contracts, the execution
of new power purchase contracts, fluctuation indhgut of hydroelectric and other renewable pdfaetlities owned or under contract by the Util
and the implementation of new energy efficiency dathand response programs. The market pricegadfieity also fluctuate due to various fact
including the type of generation resources. Hyldwieic generation resources are generally the Egmensive. As drought conditions in California
and the Western U.S. persist, the market pricedeafricity will generally reflect the higher castconventional and other resources. Although
market mechanisms are designed to limit excessieeq these market mechanisms could fail, or ¢feted systems and software on which the
market mechanisms rely may not perform as intemtledto a cyber-attack or other reason, which coeddlt in excessive market prices. For
example, during the 2000 and 2001 energy criséspitarket mechanism flaws in California’s newly btdhed wholesale electricity market led to
dramatically high market prices for electricity thiae Utility was unable to recover through customages, ultimately causing the Utility to file a
petition for reorganization under Chapter 11 ofth8. Bankruptcy Code.

In addition, electricity costs include the costetonply with California’s cap-and-trade regulatiomdthough some of these costs can be
offset by revenues from the sale of emission allwes by the Utility on behalf of some classes etgicity customers, it is uncertain how the cap-
and-trade market will develop in the future espcis the cap-antrade compliance periods expand to cover otherceswf GHG emissions and
other regional or federal cap-and-trade prograrasdopted.

PG&E Corporation’s and the Utility’s financial cdtidn, results of operations, and cash flows cdiddmaterially affected if the Utility is
unable to recover a material portion of the cdsitscurs to deliver electricity to customers.

The completion of capital investment projects idgect to substantial risks, and the timing of theility’s capital expenditures and recovery of
capital-related costs through rates, if at all, Wiirectly affect net income.

The Utility’s ability to invest capital in its el&@c and natural gas businesses is subject to mgky, including risks related to obtaining
regulatory approval, securing adequate and reaopebed financing, obtaining and complying withetterms of permits, meeting construction
budgets and schedules, and satisfying operatingavidonmental performance standards. Third-pawtytractors on which the Utility depends to
develop or construct these projects also face méthese risks. Changes in tax laws or policiashsas those relating to “bonus” depreciation, may
also affect when or whether a potential projectageloped. In addition, reduced forecasted derfanelectricity and natural gas as a result of an
economic slow-down, or other reasons, may als@®as® the risk that projects are deferred, abandonedncelled. Some of the Utility’s future
capital investments may also be affected by evgliétderal and state policies regarding the deveésyirof a “smart” electric transmission grid.

In addition, differences in the amount or timingaatual capital expenditures compared to the amaoahtiming of forecast capital
expenditures authorized to be recovered througisratn directly affect net income. Changes inleggry policies concerning ongoing recovery of
costs for existing projects may increase risks@ased with capital investment. Further, if cap@gpenditures are disallowed, the Utility would be
required to write-off such expenses which couldehawmaterial effect on PG&E Corporation’s and thiitys financial condition and results of
operations. For example, at December 31, 2013/tiigy had recorded cumulative charges of $549ioml for PSEP capital costs that the CPUC



specifically disallowed and for increases in theoant of costs that the Utility forecasts will exdabe adopted cost amounts.
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PG&E Corporatior's and the Utility’s financial results could be aéicted by the loss of Utility customers and decrebsew customer growth due
to municipalization, an increase in the number obmmunity choice aggregators, increasing levels direct access,” and the development and
integration of self-generation and distributed geraion technologies, if the CPUC fails to adjustetUtility’s rates to reflect such events.

The Utility’s customers could bypass its distriloatiand transmission system by obtaining such sesviom other providers. This may
result in stranded investment capital, loss of@ustr growth, and additional barriers to cost recpvéorms of bypass of the Utility’s electricity
distribution system include construction of duplécdistribution facilities to serve specific exigfior new customers. In addition, local government
agencies could exercise their power of eminent domasacquire the Utility’s facilities and use tfailities to provide utility service to their lokca
residents and businesses. The Utility may be en@biully recover its investment in the distritmtiassets that it no longer owns. The Utility's
natural gas transmission facilities could be bypddsy interstate pipeline companies that consfagifities in the Utility’s markets, by customers
who build pipeline connections that bypass theity® natural gas transmission and distributiontsgs or by customers who use and transport
liquefied natural gas.

Alternatively, the Utility’s customers could become direct access customerpuvhbhase electricity from alternative energy $iepp or they
could become customers of governmental bodiestezgis as community choice aggregators to purchasgeell electricity for their residents and
businesses. Although the Utility is permitted ¢dlect a non-bypassable charge for generationeelapsts incurred on behalf of these customers, or
distribution, metering, or other services it congs to provide, the fee may not be sufficient fier Wtility to fully recover the costs to providestie
services. Furthermore, if the former customensrreto receiving electricity supply from the Utijtthe Utility could incur costs to meet their
electricity needs that it may not be able to tinrelgover through rates or that it may not be abletover at all.

In addition, increasing levels of self-generatidrlectricity by customers (primarily solar instlbns) and the use of customer net energy
metering, which allows self-generating customenet®ive bill credits for surplus power at the figltail rate, could put upward rate pressure on
remaining customers. Also, a confluence of teabgplrelated cost declines and sustained federstite subsidies could make a combination of
distributed generation and storage a viable, ciistive alternative to the Utility’s bundled electservice which could further threaten the Uyikt
ability to recover its generation, transmissiorg distribution investments.

If the CPUC fails to adjust the Ultility’s ratesneflect the impact of changing loads, increasinfigeneration and net energy metering, and
the growth of distributed generation and storag&%P Corporation’s and the Utility’s financial conidin, results of operations, and cash flows could
be materially adversely affected.

The operation of the Utility’s electricity and natal gas generation, transmission, and distributidacilities involve significant risks which, if they
materialize, can adversely affect PG&E Corporatisrand the Utility’s financial condition, results adperations and cash flows, and the Utility’s
insurance may not be sufficient to cover losses sad by an operating failure or catastrophic event.

The Utility owns and operates extensive electriaityl natural gas facilities, including two nuclganeration units and an extensive
hydroelectric generating system. The Utility’swsee territory covers approximately 70,000 squailesrin northern and central California and is
composed of diverse geographic regions with varglimgates, weather conditions, vegetation amowartd, population density levels, all of which
create numerous operating challenges. The Uslifigctilities are interconnected to the U.S. wesédeotricity grid and numerous interstate and
continental natural gas pipelines. These faciliiee subject to physical attacks, including cydteaeks that can cause local or widespread outsges
electric or natural gas service, or otherwise ¢lisoperations, as well as cause property damageensdnal injury. The Utility and other industry
participants implement various security measuresdaitor and protect their facilities but thesews#g measures may not always be successful. The
Utility’s ability to earn its authorized rate oftuen depends on its ability to efficiently maintagperate, and protect its facilities and provide
electricity and natural gas services safely andlsl. The maintenance and operation of the Wiilifacilities, and the facilities of third parties
which the Utility relies, involve numerous riskaciuding the risks discussed elsewhere in this@seend those that arise from:

. the breakdown or failure of equipment, electrimgraission or distribution lines, or natural gassraission and distribution pipelines, that
cause explosions, fires, or other catastrophictsy

. the failure of generation facilities to performexipected or at contracted levels of output or iefficy;

. the failure of a large dam or other major hydrogledacility, or the failure of one or more levemt protect land on which the Util's
electric transmission assets are built;

. the failure to take expeditious or sufficient antio mitigate operating conditions, facilities,emuipment, that the Utility has identified, or
reasonably should have identified, as unsafe, whaiittire then leads to a catastrophic event, aadature to respond effectively to a
catastrophic event;

. severe weather events such as storms, tornadoedsfldrought, earthquakes, tsunamis, wildlandaodiner fires, pandemics, solar events,
electromagnetic events, or other natural disasters;

. operator or other human erri

. construction performed by third parties, such asigd excavation that damages the Utility’s undeargdbfacilities;

. fuel supply interruptions or the lack of availablel which reduces or eliminates the Utility’s dtlyito provide electricity and/or natural gas
service;

. the release of hazardous or toxic substanceshastait or water;



use of new or unproven technologies;
attacks by third parties, including cyber-attacksg

acts of terrorism, vandalism, or w.
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The occurrence of any of these eventsdcafiect demand for electricity or natural gas;ssaunplanned outages or reduce generating
output which may require the Utility to incur costspurchase replacement power; cause damage Uitithig's assets or operations requiring the
Utility to incur unplanned expenses to respondn@mgencies and make repairs; damage the assqtemtions of third parties on which the Utility
relies; subject the Utility to claims by customerghird parties for damages to property, persanjaty, or wrongful death, or subject the Utility t
penalties. These costs may not be recoverablaghrmates or insurance. Further, although thetyJtften enters into agreements for third-party
contractors to perform work, such as patrolling arsgection of facilities, the Utility may retaiiability for the quality and completion of the
contractor’'s work and can be subject to penaltrestieer enforcement action if the contractor vietaapplicable laws, rules, regulations, or
orders. Insurance, equipment warranties, or atbeiractual indemnification requirements may reshfficient or effective to provide full or even
partial recovery under all circumstances or agatidtazards or liabilities to which the Utility mméecome subject. An uninsured loss could have a
material effect on PG&E Corporation’s and the Wti§ financial condition, results of operationsdazash flows. Future insurance coverage may not
be available at rates and on terms as favorahileeastes and terms of the Utility’s current inswo coverage or may not be available at all.

The Utility’s operational and information systemsavhich it relies to conduct its business and seotestomers could fail to function properly due
to technological problems, cyber-attacks, physiatthcks on the Utility’s assets, acts of terrorissgvere weather, solar events, electromagnetic
events, natural disasters, the age and conditiorirddrmation technology assets, human error, or ethreasons, that could disrupt the Utility’s
operations and cause the Utility to incur unanti@ged losses and expense.

The operation of the Utility’s extensive electrycénd natural gas systems rely on evolving inforomeaind operational technology systems
and network infrastructures that are becoming moreplex as new technologies and systems are impkeghéo modernize capabilities to safely
reliably deliver gas and electric services. Thiitys business is highly dependent on its abilibyprocess and monitor, on a daily basis, a \emngyel
number of tasks and transactions, many of whicthiglely complex. The failure of the Utility’s inforation and operational systems and networks
due to a physical attack, cyber-attack or otheseawuld significantly disrupt operations; causerhe the public or employees; result in outages or
reduced generating output; damage to the Utiligsets or operations or those of third parties;saibject the Utility to claims by customers or dhir
parties, any of which could have a material efletPG&E Corporation’s and the Utility’s financiadrdition, results of operations, and cash flows.

The Utility’s systems, including its financial infoation, operational systems, advanced meterirgjpdling systems, require constant
maintenance, modification, and updating, which loarcostly and increase the risk of errors and matfan. Any disruptions or deficiencies in
existing systems, or disruptions, delays or deficies in the modification or implementation of nsystems, could result in increased costs, the
inability to track or collect revenues, the diversof management’s and employees’ attention araliress, and could negatively affect the
effectiveness of the companies’ control environmantl/or the companies’ ability to timely file répd regulatory reports.

The Utility’s ability to measure customer energages and generate bills depends on the successfitldoing of the advanced metering
system. The Utility relies on third party conti@st and vendors to service, support, and maintitaio proprietary functional components of the
advanced metering system. If such a vendor oractar ceased operations, if there was a contriadisute or a failure to renew or negotiate the
terms of a contract so that the Utility becomeshlméo continue relying on such a third-party venalocontractor, then the Utility could experience
costs associated with disruption of billing and mw@ament operations and would incur costs as ksseefind other replacement contractors or
vendors or hire and train personnel to perform sahices.

Despite implementation of security and mitigatioeasures, all of the Utilitg' technology systems are vulnerable to disabilitfaitures due
to cyber-attacks, physical attacks on the facdiied equipment needed to operate the technol@tgrsg, viruses, human errors, acts of war or
terrorism, and other events. If the Utility’s infioation technology systems or network infrastruetwere to fail, the Utility might be unable to fllf
critical business functions and serve its customvenich could have a material effect on PG&E Cogpion’s and the Utility’s financial conditions,
results of operations, and cash flows.

In addition, in the ordinary course of its businake Utility collects and retains sensitive infation including personal identification
information about customers and employees, custemengy usage, and other confidential informatidhe theft, damage, or improper disclosure of
sensitive electronic data can subject the Utilitpénalties for violation of applicable privacy Eveubject the Utility to claims from third partiesd
harm the Utility’s reputation.

The Utility’s success depends on the availability of the sewiof a qualified workforce and its ability to maain satisfactory collective bargainir

agreements which cover a substantial number of eoygles. PG&E Corporation’s and the Utility’s resalmay suffer if the Utility is unable to
attract and retain qualified personnel and senioramagement talent, or if prolonged labor disruptioecur.
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The Utility’s workforce is aging and many employeel become eligible to retire within the next fexgars. Although the Utility has
undertaken efforts to recruit and train new figddvice personnel, the Utility may not be successiiiie Utility may be faced with a shortage of
experienced and qualified personnel. The majarfityhe Utility’s employees are covered by colleethvargaining agreements with three unions. The
terms of these agreements affect the Utility’s tatmsts. It is possible that labor disruptionslidaccur. In addition, it is possible that sometaf
remaining non-represented Utility employees wilhjone of these unions in the future. It is aleggible that PG&E Corporation and the Utility may
face challenges in attracting and retaining semianagement talent especially if they are unabtedtore the reputational harm generated by the
negative publicity stemming from the San Bruno dent. Any such occurrences could negatively imp&s&E Corporation’s and the Utility’s
financial condition and results of operations.

The operation and decommissioning of the Uti’s nuclear power plants expose it to potentiallyrsfgcant liabilities that it may not be able t
recover from its insurance or other sources, ancetbtility may incur significant capital expendituseand compliance costs that it may be unable
to fully recover, adversely affecting PG&E Corporah’s and the Utility’s s financial conditions, rasdts of operations, and cash flows.

The operation of the Utility’s nuclear generatiawifities exposes it to potentially significantlifities from environmental, health and
financial risks, such as risks relating to the ager, handling and disposal of spent nuclear fhelr¢lease of radioactive materials caused by auc
accident, seismic activity, natural disaster, orogst act. There are also significant uncertamtelated to the regulatory, technological, andrfcial
aspects of decommissioning nuclear generationplahen their licenses expire. To reduce the Y#litinancial exposure to these risks, the Utility
maintains insurance and manages decommissionists that hold nuclear decommissioning chargesateliiethrough customer rates. However, the
costs or damages the Utility may incur in connectigth the operation and decommissioning of itsleaicpower plants could exceed the amount of
the Utility’s insurance coverage and nuclear dec@sioning trust assets. The Utility has insuracmeerage for property damages and business
interruption losses, as well as coverage for afctsroorism at its nuclear power plants as a menob®&EIL, a mutual insurer owned by utilities with
nuclear facilities. NEIL provides coverage fortbauclear (meaning that nuclear material is relaaed non-nuclear losses. Due to multiple large
non-nuclear losses in the industry, in 2013 NEf@n#icantly reduced its coverage for non-nucleasks. While the Utility is seeking alternative
insurance options, efforts to obtain additionalerage may not be successful. Even if the Utilitwhle to obtain additional coverage, this future
insurance coverage may not be available at ra$eams as favorable as the rates and terms adftiti’s current NEIL insurance coverage. If the
Utility incurs losses that are either not covergdrisurance or exceed the amount of insuranceablail such losses could have a material effect on
PG&E Corporation’s and the Utility’s financial cdtidn, results of operations, and cash flows.

In addition, as an operator of the two operatingl@ar reactor units at Diablo Canyon, the Utilitayrbe required under federal law to pay
up to $255 million of liabilities arising out of e nuclear incident occurring not only at the Wi Diablo Canyon facility but at any other nualea
power plant in the United States. (See Note lith@Notes to the Consolidated Financial Statemefise Utility’s ability to continue to operate its
nuclear generation facilities also is subject @ dkailability of adequate nuclear fuel suppliegems that the CPUC will find reasonable.

The NRC oversees the licensing, construction, awrimissioning of nuclear facilities and has braathority to impose requirements
relating to the maintenance and operation of nudhalities; the storage, handling and disposapdnt fuel; and the safety, radiological,
environmental, and security aspects of nucleatitiasi The NRC has adopted regulations that aenited to protect nuclear facilities, nuclear
facility employees, and the public from potenteforist and other threats to the safety and sgcofinuclear operations, including threats posgd b
radiological sabotage or cyber-attack. The Utilitgurs substantial costs to comply with these rags. In addition, in March 2012, the NRC
issued several orders to the owners of all U.Sratjpey nuclear reactors to implement the higheigtrity recommendations issued by the NRC’s task
force to incorporate the lessons learned from theck 2011 earthquake and tsunami that causedisamtidamage to the Fukushima-Dai-ichi
nuclear facilities in Japan. The NRC may issueherbrders to implement the recommendations, imetuthcility-specific orders, which could
require the Ultility to incur additional costs.

In 2009, the Utility filed an application with ti¢RC to renew the operating licenses for the twaajieg units at Diablo Canyon. (See
“Regulatory Matters — Diablo Canyon Nuclear PowanP above.) In May 2011, after the Fukushima-izhi event, the NRC granted the Utility’s
request to delay processing the Utiléydpplication while certain advanced seismic stidiere completed. The Utility is currently asgggshe dati
from recently completed advanced seismic studi@sgalvith other available seismic data. The Utiitjl not make any decision about whether to
request that the NRC to resume processing theskcesnewal application until this assessment ispbeted and provided to the NRC. The Utility
anticipates that it will complete this assessmgniune 2014. If the Utility does not request that NRC resume processing the application, the
current operating licenses would expire in 2024 20@5. In any event, the NRC has stated thatllitnet issue final decisions in licensing or re-
licensing proceedings, including the Utility’s liednsing application, until it has issued a newstgaconfidence decision,” as described below. In
addition, the NRC would not issue renewed operdieganses for Diablo Canyon unless the Californga§al Commission determined that license
renewal is consistent with federal and state cbbstes.
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In the NRC'’s original “waste confidence decisioth2 NRC found that spent nuclear fuel can be safelgaged until a permanent off-site
repository is established. The NRC'’s waste configedecision was successfully challenged on this izt the NRC'’s environmental review was
deficient. The NRC has instructed its staff toelep and issue a new waste confidence decisiotteanporary storage rule by October 2014. lItis
uncertain how the new waste confidence decisiontamgorary storage rule would affect the Utilit@facision to resume the renewal application
process at the NRC or, if the application procesgewesumed, how the new waste confidence deasidriemporary storage rule would affect the
disposition of the renewal application. It is alstertain how the new waste confidence decisiahtamporary storage rule would affect the Utikty’
nuclear generation operations during the currenigef the NRC licenses for Diablo Canyon.

The CPUC has authority to determine the rates tiliiyitan collect to recover its nuclear fuel, opéng, maintenance, compliance, and
decommissioning costs. The Utility also could insignificant expense to comply with regulation®aders the NRC may issue in the future to
impose new safety requirements, to obtain liceeeewal, and to comply with federal and state pedicind regulations applicable to the use of
cooling water intake systems at generation fagdlitsuch as Diablo Canyon. (See “Environmental éfgitiabove.) The Utility expects that it would
seek rate recovery of these additional costs. oltieome of these rate proceedings at the CPUCeanflnenced by public and political opposition
to nuclear power.

If the Utility were unable to recover costs relatedts nuclear facilities, PG&E Corporation’s ahe Utility’s financial condition, results of
operations, and cash flows could be materiallycafé. The Utility may determine that it cannot gdyrwith the new regulations or orders, including
a new waste confidence decision, in a feasibleemodomic manner and voluntarily cease operatiofsadtlo Canyon. Alternatively, the NRC may
order the Utility to cease its nuclear operationsl it can comply with new regulations, orders,dacisions. Further, the Utility could decide tmt
resume the license renewal process or the Utitityctfail to obtain renewed operating licensesablo Canyon requiring nuclear operations to
cease when the current licenses expire in 202£2628.

The Utility’s operations are subject to extensiveve@onmental laws and changes in or liabilities uedthese laws could adversely affect PG&E
Corporation’s and the Utility’s financial conditios, results of operations, and cash flows.

The Utility’s operations are subject to extensigddral, state, and local environmental laws, raguis, orders, relating to air quality, water
quality and usage, remediation of hazardous waatekthe protection and conservation of naturaueses and wildlife. The Utility can incur
significant capital, operating, and other cost®aisted with compliance with these environmentailges, rules, and regulations. These costs can be
difficult to forecast because the extent of conteation may be unknown. For example, the Utilityists to perform hydrostatic pressure tests on
natural gas pipelines were higher than anticiphtsrhuse the water used to perform the tests becamt@minated as it traveled through the pipe and
the Utility had to incur additional costs to remegdithe contaminated wastewater. Further, evie iExtent of contamination is known, remediation
costs can be difficult to estimate due to manydie;tincluding which remediation alternatives il used, the applicable remediation levels, and the
financial ability of other potentially responsilparties. Environmental remediation costs coulddase in the future as a result of new legislatioa
current trend toward more stringent standards stiicter and more expansive application of exisengironmental regulations. Failure to comply
with these laws and regulations, or failure to cymth the terms of licenses or permits issuedcehyironmental or regulatory agencies, could
expose the Utility to claims by third parties oe imposition of civil or criminal fines or otherrszions.

The Utility has been, and may be, required to payehvironmental remediation costs at sites whdgeidentified as a potentially
responsible party under federal and state envirotehi&aws. These sites, some of which the Utilidylonger owns, include former manufactured gas
plant sites, current and former power plant sfi@sner gas gathering and gas storage sites, shiesawatural gas compressor stations are located,
current and former substations, service centemganéral construction yard sites, and sites cugremttl formerly used by the Utility for the storage,
recycling, or disposal of hazardous substancesletfederal and California laws, the Utility mayfesponsible for remediation of hazardous
substances even if it did not deposit those substaan the site. Although the Utility has lialiéé for known environmental obligations that are
probable and reasonably estimable, estimated owsts/ary significantly from actual costs, and theoant of additional future costs may be material
to results of operations in the period in whichytaee recognized. (See Note 14 to the Notes t&tresolidated Financial Statements for more
information.)

The CPUC has authorized the Utility to recoveritsironmental remediation costs for certain sitesugh various ratemaking mechanisms.
One of these mechanisms allows the Utility rat@vecy for 90% of its hazardous substance remediatists for certain approved sites without a
reasonableness review. The CPUC may discontinahage these ratemaking mechanisms in the fututreeddtility may incur environmental costs
that exceed amounts the CPUC has authorized thitythirecover in rates.

Some of the Utility’s environmental costs, suchhasremediation costs associated with the Hinkltyiral gas compressor site, are not
recoverable through rates or insurance. The Yélitosts to remediate groundwater contaminatiar ttee Hinkley natural gas compressor site and
to abate the effects of the contamination have &ad,may continue to have, a material effect on E@&®rporation’s and the Utility’s financial
conditions, results of operations, and cash flo{@ee “Environmental Matters” above.)
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The Utility’s future operations may be affected biimate change that may have a material impact oB&E Corporation’s and the Utility’s
financial condition, results of operations, and daglows.

A report issued in 2012 by the EPA entitled, “Giten Change Indicators in the United States, 20t2&s that the increase of GHG
emissions in the atmosphere is changing the fundeheeasures of climate in the United Statesuitiog rising temperatures, shifting snow and
rainfall patterns, and more extreme climate evelisDecember 2009, the EPA issued a finding tHdG&missions cause or contribute to air
pollution that endangers public health and welfaFae impact of events or conditions caused byatinthange could range widely, from highly
localized to worldwide, and the extent to which thdity’s operations may be affected is uncertalfor example, if reduced snowpack decreases the
Utility’s hydroelectric generation, the Utility wiheed to acquire additional generation from o8warrces at a greater cost. In addition, if lower
hydroelectric generation due to dry conditions mignged drought increases reliance on conventigeaération resources, it may be more costly for
the Ultility to comply with California’s renewablegfolio standard program and GHG emissions limits.

Under certain circumstances, the events or comditt@used by climate change could result in eofuyfiartial disruption of the ability of the
Utility — or one or more of the entities on whid¢hélies — to generate, transmit, transport, dritiste electricity or natural gas. The Utilityshbeen
studying the potential effects of climate changetenUltility’s operations and is developing congngy plans to adapt to those events and conditions
that the Utility believes are most significant. €Bts or conditions caused by climate change coaNe la greater impact on the Utility’s operations
than the Utility’s studies suggest and could resulower revenues or increased expenses, or Hbthe CPUC fails to adjust the Utility’s rates to
reflect the impact of events or conditions causgdlimate change, PG&E Corporation’s and the Yt#ifinancial condition, results of operations,
and cash flows could be materially affected.

The Utility is subject to fines and penalties faaifure to comply with federal, state, or local sta¢s and regulations. Changes in the political and
regulatory environment could cause federal and statatutes, regulations, rules, and orders to beeamore stringent and difficult to comply witl

and required permits, authorizations, and licensasly be more difficult to obtain, increasing the Uty’s expenses or making it more difficult for

the Utility to execute its business strategy.

The Utility must comply in good faith with all apghble statutes, regulations, rules, tariffs, ardkeos of the CPUC, the FERC, the NRC,
other regulatory agencies relating to the aspddts electricity and natural gas utility operatithat fall within the jurisdictional authority sfich
agencies. In addition to the NRC requirements dlesdrabove, these include meeting new renewablggnielivery requirements, resource
adequacy requirements, federal electric reliabgtgndards, customer billing, customer servicdljattf transactions, vegetation management,
operating and maintenance practices, and safetynapdction practices. The Utility is subject #nplties and sanctions for failure to comply with
applicable statutes, regulations, rules, tariff&| arders.

The CPUC can impose fines up to $50,000 per dayipkation. The CPUC has wide discretion to detiere, based on the facts and
circumstances, whether a single violation or midtipolations were committed and to determine #ragth of time a violation existed for purposes of
calculating the amount of fines. The CPUC hasgigkd authority to the SED to levy citations angase fines for violations of certain regulations
related to the safety of natural gas facilities atilities’ natural gas operating practices. Ltke CPUC, the SED has discretion to determine twow t
count the number of violations, but the delegatgti@ity requires the SED to assess the maximutuatstg fine per violation with discretion to
adjust the amount of the fine based on the riskllef’the violation as determined by the SED. (&diiscussion of pending investigations and
potential enforcement proceedings, see MD&A “Ndt@as Matters” above.) A California law enacte@013 requires the CPUC to establish a
safety enforcement program for gas facilities by 1112014 and for electric facilities by Januar2015. The law requires the CPUC to delegate
enforcement authority to the SED under these pmgraThe CPUC may make changes to its gas saffidygcement program to implement the new
law. These programs may increase the risk thalpes will be imposed on the Utility.

In addition, the federal Pipeline and Hazardousdvals Safety Administration has independent authéw impose fines for violation of
federal pipeline safety regulations in amounts thage from $100,000 to $200,000 for an individualation and from $1 million to $2 million for a
series of violations.

The Utility must comply with federal electric rdbidity standards that are set by the North AmeriEéactric Reliability Corporation and
approved by the FERC. These standards relate ittenance, training, operations, planning, vegetathanagement, facility ratings, and other
subjects. These standards are designed to mathtaneliability of the nation’s bulk power systemd to protect the system against potential
disruptions from cyber-attacks and physical segimieaches. Regulatory authorities conduct frefoempliance audits of the Utility’s operating
practices. The FERC can impose fines (up to $liamiper day, per violation) for failure to comphith these mandatory electric reliability
standards. As these and other standards andewdése, and as the wholesale electricity market®ive more complex, the Utility’s risk of
noncompliance may increase.

In addition, statutes, regulations, rules, tarifisgd orders, or their interpretation and applicgtinay become more stringent and difficult to
comply with in the future. If this occurs, the ltilcould be exposed to increased costs to comjily thhe more stringent requirements or new
interpretations and to potential liability for coster refunds, penalties, or other amounts. ¥ @étermined that the Utility did not comply with
applicable statutes, regulations, rules, tariffsyralers, and the Ultility is ordered to pay a mateamount in customer refunds, penalties, or other
amounts, PG&E Corporation’s and the Utility’s fircéal condition, results of operations, and castwvfiavould be materially affected.
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The Utility also must comply with the terms of vars governmental permits, authorizations, and siesn These permits, authorizations,
licenses may be revoked or modified by the ageribetsgranted them if facts develop that diffengfigantly from the facts assumed when they were
issued. In addition, waste discharge permits dhdr@approvals and licenses often have a termighess than the expected life of the associated
facility. Licenses and permits may require percaginewal, which may result in additional requiretsebeing imposed by the granting agency. In
connection with a license renewal for one or mdréhe Utility’s hydroelectric generation facilities assets, the FERC may impose new license
conditions that could, among other things, reqinceeased expenditures or result in reduced ebégtoutput and/or capacity at the facility.

If the Utility cannot obtain, renew, or comply witkecessary governmental permits, authorizationk;@mses, or if the Utility cannot recon
any increased costs of complying with additionetise requirements or any other associated cosssrates in a timely manner, PG&E
Corporation’s and the Utility’s financial conditi@nd results of operations could be materiallycée.

Market performance or changes in other assumpticzmuld require PG&E Corporation and the Utility to eke significant unplannec
contributions to its pension plan, other postretiment benefits plans, and nuclear decommissioningsts.

PG&E Corporation and the Utility provide definedhleéit pension plans and other postretirement benffi eligible employees and
retirees. The Utility also maintains three trdststhe purposes of providing funds to decommisgismuclear facilities. Up to approximately 60%
the plan assets and trust assets have generatlyirbgssted in equity securities, which are subjecharket fluctuation. A decline in the marketue
may increase the funding requirements for thesespad trusts.

The cost of providing pension and other postretienibenefits is also affected by other factorduigiog the assumed rate of return on plan
assets, employee demographics, discount ratesusletermining future benefit obligations, ratesrafrease in health care costs, levels of assumed
interest rates, future government regulation, aiat gontributions to the plans. Similarly, fundinequirements for the nuclear decommissioning
trusts are affected by changes in the laws or atiguis regarding nuclear decommissioning or decasioning funding requirements as well as
changes in assumptions or forecasts related tameésioning dates, technology and the cost of laiaterials and equipment. Funding
requirements also can be affected by the differéeteeen the actual rate of return on plan assetshee assumed rate and by changes in the as
rate of return. For example, changes in intergsisraffect the liabilities under the plans: asrigdt rates decrease, the liabilities increasenpiatly
increasing the funding requirements.

The Utility has recorded an asset retirement obbgarelated to decommissioning its nuclear faetitbased on various estimates and
assumptions. Changes in these estimates and assnsngain materially affect the amount of the reedrésset retirement obligation. (See Note 2 of
the Notes to the Consolidated Financial Statenfents discussion of the increase in the recordsdtagtirement obligation to reflect increased
estimated decommissioning costs.)

The CPUC has authorized the Utility to recover éasted costs to fund pension and postretirementqaatributions and nuclear
decommissioning through rates. If the Utility éguired to make significant unplanned contributitm&ind the pension and postretirement plans anc
nuclear decommissioning trusts and is unable tovercsuch contributions in rates, the contributismasild negatively affect PG&E Corporati@énc
the Ultility’s financial condition, results of opéi@ns, and cash flows.

Other Utility obligations, such as its workers’ cpemsation obligations, are not separately earmdieascovery through rates. Therefore,
increases in the Utility’s workers’ compensatiabiiities and other unfunded liabilities also cagatively affect net income.

PG&E Corporatior’s and the Utility’s financial statements reflecavious estimates, assumptions, and values and aepared in accordance with
applicable accounting rules, standards, policiesiidance, and interpretations, including those reédal to regulatory assets and

liabilities. Changes to these estimates, assumjovalues, and accounting rules, or changes in tigplication of these rules, could materially
affect PG&E Corporation’s and the Utility’s finanal condition or results of operations.

The preparation of financial statements in confoymiith GAAP requires management to make estimamesassumptions that affect the
reported amounts of revenues, expenses, asseti&laitites, and the disclosure of contingenci€See the discussion under Notes 1 and 2 of the
Notes to the Consolidated Financial Statements“Critical Accounting Policies” above.) If the infimation on which the estimates and assumptions
are based proves to be incorrect or incomplefatife events do not occur as anticipated, orefeérare changes in applicable accounting guidance,
policies, or interpretation, management’s estimatesassumptions will change as appropriate. Aghé management’s estimates or assumptions,
or the recognition of actual losses that diffenirthe amount of estimated losses, could have ari@atapact on PG&E Corporation’s and the
Utility’s financial condition or results of operatis.
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As a regulated entity, the Utility’s rates are desid to recover the costs of providing servicee Utility’s continued use of regulatory
accounting (which enables it to account for the&# of regulation, including recording regulatesgets and liabilities) depends on its ability to
recover its cost of service. (See Note 3 of théeBlto the Consolidated Financial Statements.reStime San Bruno accident, the Utility has recorded
cumulative charges of approximately $2.5 billiotated to its natural gas operations that are ragiwerable through rates. (See "Natural Gas
Matters" above.) To the extent that rates, inclgdates in the 2015 GT&S rate case, are not seteatel that allows the Utility to recover the co$t
providing service and a reasonable return on itestment in future periods, the Utility may be riegd to discontinue the application of regulatory
accounting for portions of its operations. If tbaturs, the related regulatory assets and lisgslivould be charged against income in the period i
which that determination was made and could havaterial impact on PG&E Corporation’s and the ttis future financial condition and results
operations. In addition, if regulatory accountiid not apply, the Utility’s future financial ressiicould become more volatile under GAAP
accounting as compared to historical financial ltssunder regulatory accounting due to the diffeemnin the timing of expense (or gain) recognition
under GAAP accounting as compared to regulatorg@auiing.

As a holding company, PG&E Corporation depends ash distributions and reimbursements from the Utjlito meet its debt service and ott
financial obligations and to pay dividends on itsmmon stock

PG&E Corporation is a holding company with no rexegenerating operations of its own. PG&E Corponds ability to pay interest on i
outstanding debt, the principal at maturity, angag dividends on its common stock, as well as8aitis other financial obligations, primarily
depends on the earnings and cash flows of thetyJdifid the ability of the Utility to distribute daso PG&E Corporation (in the form of dividends
and share repurchases) and reimburse PG&E Corpoffati the Utility’s share of applicable expens®&gfore it can distribute cash to PG&E
Corporation, the Utility must use its resourcesdtisfy its own obligations, including its obligatito serve customers, to pay principal and intera
outstanding debt, to pay preferred stock divideads, meet its obligations to employees and creglitdhe Utility’s ability to pay common stock
dividends is constrained by regulatory requirementduding that the Utility maintain its authortzeapital structure with an average 52% equity
component. PG&E Corporation’s and the Utility’sliéyp to pay dividends also could be affected hyafiicial covenants contained in their respective
credit agreements that require each company totaiia ratio of consolidated total debt to consatéd capitalization of at most 65%. If the Utility
is not able to make distributions to PG&E Corpanator to reimburse PG&E Corporation, PG&E Corpands ability to meet its own obligations
could be impaired and its ability to pay dividerdsild be restricted. (Also see the discussiorninairicing risks above.)

PG&E Corporation could be required to contribute paal to the Utility or be denied distributions fro the Utility to the extent required by tt
CPUC's determination of the Utility’s financial codition.

The CPUC imposed certain conditions when it appddte original formation of a holding company fhe tUtility, including an obligation
by PG&E Corporation’s Board of Directors to givérst priority” to the capital requirements of théility, as determined to be necessary and prudent
to meet the Utility’s obligation to serve or to ogee the Utility in a prudent and efficient mann&he CPUC later issued decisions adopting an
expansive interpretation of PG&E Corporation’s ghations under this condition, including the reqoieait that PG&E Corporatioririfuse the Utility
with all types of capital necessary for the Utilibyfulfill its obligation to serve.” The Utilitys financial condition will be affected by the amboh
costs the Utility incurs that it does not recovaotigh rates (whether such na@tcovery is because actual costs exceed authaiziedecast costs, tl
Utility did not seek authorization to recover cérteosts, or the CPUC prohibited the Utility froecovering certain costs), the amount of third-party
losses it is unable to recover through insuranee the amount of penalties the Utility incurs imoection with the pending investigations and future
citations for self-reported violations. After cafering these impacts, the CPUC's interpretatioRG&E Corporation’s obligation under the first
priority condition could require PG&E Corporatianihfuse the Utility with significant capital inéhfuture or could prevent distributions from the
Utility to PG&E Corporation, or both, any of whidould materially restrict PG&E Corporation’s abhjltb pay principal and interest on its
outstanding debt or pay its common stock dividenelet other obligations, or execute its busines¢edty. Further, laws or regulations could be
enacted or adopted in the future that could impakBtional financial or other restrictions or reguments pertaining to transactions between a hg
company and its regulated subsidiaries.
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CONS OLIDATED STATEMENTS OF INCOME
(in millions, except per share amounts)

Operating Revenues

Electric

Natural gas

Total operating revenues
Operating Expenses

Cost of electricity

Cost of natural ga

Operating and maintenan

Depreciation, amortization, and decommissioning

Total operating expense:

Operating Income

Interest incomt

Interest expens

Other income, net

Income Before Income Taxe:
Income tax provision

Net Income
Preferred stock dividend requirement of subsidiary

Income Available for Common Shareholders

Weighted Average Common Shares Outstanding, Bas
Weighted Average Common Shares Outstanding, Dilute
Net Earnings Per Common Share, Basi

Net Earnings Per Common Share, Dilutec

PG&E Corporation

Year ended December 31

2013 2012 2011

$ 12,49 $ 12,01¢ $ 11,60¢
3,10¢ 3,021 3,35(

15,50¢ 15,04( 14,95¢

5,01¢ 4,167 4,01€

96¢ 861 1,317

5,77¢ 6,05z 5,466

2,077 2,27: 2,21¢

13,83 13,34, 13,01

1,762 1,69: 1,947

9 7 7

(715) (709) (700)

40 70 49

1,00¢ 1,067 1,20¢

26¢ 237 44C

82¢ 83C 85¢

14 14 14

$ 814 $ 81€ $ 844
444 424 401

445 42 407

$ 18 $ 19z $ 2.1(
$ 18 $ 19z $ 2.1(

See accompanying Notes to the Consolidated FinlaBtagements
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PG&E Corporation
CONS OLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31
(in millions) 2013 2012 2011
Net Income $ 826 $ 83C $ 85¢

Other Comprehensive Income
Pension and other postretirement benefit plangatiiins (net of taxes

$80, $72, and $9, at respective da 113 10€ (11)
Gain on investments (net of taxes of $26, $3, &

at respective dates) 38 4 -

Total other comprehensive income (loss 151 112 (112)

Comprehensive Income 97¢ 94z 847

Preferred stock dividend requirement of subsidiary 14 14 14

Comprehensive Income Attributable to Common Sharehldlers $ 96 $ 92t $ 832

See accompanying Notes to the Consolidated Fina®tagements
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PG&E Corporation
C ON SOLIDATED BALANCE SHEETS
(in millions)

ASSETS
Current Assets
Cash and cash equivalel
Restricted cas
Accounts receivabl
Customers (net of allowance for doubtful accoun$8® and $87 ¢
December 31, 2013 and 2012, respectiv
Accrued unbilled revent
Regulatory balancing accour
Other
Regulatory asse
Inventories
Gas stored underground and fuel
Materials and supplie
Income taxes receivah
Other
Total current assets
Property, Plant, and Equipment
Electric
Gas
Construction work in progre:
Other
Total property, plant, and equipment
Accumulated depreciatic
Net property, plant, and equipment
Other Noncurrent Assets
Regulatory asse
Nuclear decommissioning trus
Income taxes receivah
Other
Total other noncurrent assets
TOTAL ASSETS

See accompanying Notes to the Consolidated FinlaBtagements
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Balance at December 31

2013 2012
$ 29€ $ 401
301 33C

1,091 937

76€ 761

1,12¢ 93¢

312 365

a4¢ 564

137 13t

317 30¢

574 211

611 172

5977 5,121

42,88: 39,70:

14,37¢ 12,57

1,83¢ 1,89¢

2 1

59,00¢ 54,16
(17,84/) (16,64
41,25: 37,52

4,91: 6,80¢

2,34z 2,161

85 17€

1,03¢ 65¢

8,37¢ 9,80¢

$ 55,608 $ 52,44¢




PG&E Corporation
CONSOLIDATED BALANCE SHEETS
(in millions, except share amounts)

Balance at December 31

2013 2012
LIABILITIES AND EQUITY
Current Liabilities
Shor-term borrowings $ 1,17«  $ 492
Long-term debt, classified as curre 88¢ 40C
Accounts payabl
Trade creditor: 1,29¢ 1,241
Disputed claims and customer reful 154 157
Regulatory balancing accour 1,00¢ 634
Other 471 444
Interest payabl 892 87C
Other 1,612 2,01¢
Total current liabilities 7,49: 6,25¢
Noncurrent Liabilities
Long-term deb 12,717 12,517
Regulatory liabilities 5,66( 5,08¢
Pension and other postretirement beni 1,601 3,57¢
Asset retirement obligatior 3,53¢ 2,91¢
Deferred income taxe 7,827 6,74¢
Other 2,17¢ 2,02(
Total noncurrent liabilities 33,51¢ 32,86
Commitments and Contingencies (Note 1¢
Equity
Shareholders' Equity
Preferred stoc - -
Common stock, no par value, authorized 800,00050@0es
456,670,424 shares outstanding at December 31, &4
430,718,293 shares outstanding at December 31, 9,55( 8,42¢
Reinvested earning 474z 4747
Accumulated other comprehensive income (li 50 (107)
Total shareholders' equity 14,34: 13,07«
Noncontrolling Interest - Preferred Stock of Subsidiary 252 252
Total equity 14,59« 13,32¢
TOTAL LIABILITIES AND EQUITY $ 55,60t $ 52,44¢

See accompanying Notes to the Consolidated FinlaBtagements
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PG&E Corporation
CONS OLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Year ended December 31
2013 2012 2011

Cash Flows from Operating Activities
Net income $ 82t % 83C $ 85¢
Adjustments to reconcile net income to net cashigen by
operating activities

Depreciation, amortization, and decommissior 2,077 2,27z 2,21t
Allowance for equity funds used during construci (207 (207) (87)
Deferred income taxes and tax credits, 1,07¢ 64¢& 544
PSEP disallowed capital expenditu 19€ 353 -
Other 35¢E 29C 32€
Effect of changes in operating assets and liadsli
Accounts receivabl (152 (40) (28¢)
Inventories (10 (24) (63)
Accounts payabl 113 4 65
Income taxes receivable/payal (369) (132 (103%)
Other current assets and liabiliti (469) 262 23
Regulatory assets, liabilities, and balancing antgunel (202) 291 (200
Other noncurrent assets and liabilit 80 243 34¢
Net cash provided by operating activities 3,421 4,88z 3,73¢
Cash Flows from Investing Activities
Capital expenditure (5,207 (4,624 (4,039
Decrease in restricted ca 29 50 20C
Proceeds from sales and maturities of nuclear detssioning
trust investment 1,61¢ 1,132 1,92¢
Purchases of nuclear decommissioning trust invas (1,609 (1,189 (1,969
Other 56 104 (113
Net cash used in investing activitie (5,107 (4,526 (3,986
Cash Flows from Financing Activities
Borrowings under revolving credit faciliti¢ 14C 12C 35¢
Repayments under revolving credit facilit - - (35§
Net issuances (repayments) of commercial papenfraiscount
of $2, $3, and $4 at respective de 54z (1,027 782
Proceeds from issuance of si-term debi - - 25C
Proceeds from issuance of l-term debt, net of premiur
discount, and issuance costs of $18, $13, and f&&péctive date 1,532 1,137 792
Shor-term debt mature - (250 (250
Long-term debt matured or repurchas (861) (50) (700
Energy recovery bonds matur - (42%) (409
Common stock issue 1,04¢ 751 662
Common stock dividends pa (782) (74€) (704)
Other (41) 14 41
Net cash provided by (used in) financing activitie 1,57¢ (46€) 46¢
Net change in cash and cash equivalen (105) (112 222
Cash and cash equivalents at January 401 51z 291
Cash and cash equivalents at December : $ 29€ 3 401 $ 51z
Supplemental disclosures of cash flow informatiol
Cash received (paid) fc
Interest, net of amounts capitaliz $ (623 $ (599 $ (647)
Income taxes, ne¢ (42) 114 (42
Supplemental disclosures of noncash investing anohéincing
activities
Common stock dividends declared but not yet | $ 20¢ % 19€ $ 18¢
Capital expenditures financed through accountsga 32z 362 30¢
Noncash common stock issuan 22 22 24
Terminated capital leas - 13€ -

See accompanying Notes to the Consolidated FinlaBtagements
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Balance at Decembe
31, 201C
Net income
Other comprehensiy
loss
Common stock issuec
net
Stock-based
compensation
amortization
Common stock
dividends declare
Tax benefit frorr
employee stock plar
Preferred stoc
dividend requirement
subsidiary
Balance at Decembe
31, 2011
Net income
Other comprehensiy
income
Common stock issue
net
Stock-based
compensation
amortization
Common stock
dividends declare
Tax benefit from
employee stock plar
Preferred stoc
dividend requirement
subsidiary
Balance at Decembe
31, 2012
Net income
Other comprehensive
income
Common stock issue
net
Stocl-basec
compensation
amortization
Common stocl
dividends declare
Tax expense from
employee stock plar
Preferred stock
dividend requirement
subsidiary
Balance at Decembe
31, 2013

PG&E Corporation
CONS OLIDATED STATEMENTS OF EQUITY
(in millions, except share amounts)

Non

Accumulated controlling

Other Interest -

Common Common Comprehensive Total Preferred

Stock Stock Reinvested Income Shareholders Stock of Total
Shares Amount Earnings (Loss) Equity Subsidiary Equity

395,227,20 $ 6,87¢ $ 4,606 $ (202) $ 11,28: $ 25z $ 11,53¢
- - 85¢ - 85¢ - 85¢
- - - (12) (12) - (12)
17,029,87 68€ - - 68€ - 68€
- 37 - - 37 - 37
- - (73¢) - (73¢) - (73¢)
- 1 - - 1 - 1
- - (14) - (14) - (14)
412,257,08 7,60z 4,712 (213) 12,10: 252 12,35:¢
- - 83C - 83C - 83C
- - - 112 112 - 112
18,461,21 773 - - 773 - 77z
- 52 - - 52 - 52
- - (781) - (781 - (781
- 1 - - 1 - 1
- - (14) - (14) - (14)
430,718,29 $ 8,42¢ $ 4747 % (101 $ 13,07¢ $ 25z $ 13,32¢
- - 82¢ - 82¢ - 82¢
- - - 151 151 - 151
25,952,13 1,067 - - 1,067 - 1,067
- 56 - - 56 - 56
- - (819 - (819 - (819
- (1) - - (1) - (1)
- - (14) - (14) - (14)
456,670,42 $ 9,55( $ 474; $ 50 $ 14,34: $ 252 $ 14,59

See accompanying Notes to the Consolidated FinaBtzgements
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Pacific Gas and Electric Company
CONS OLIDATED STATEMENTS OF INCOME

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

(in millions)

Year ended December 31

2013 2012 2011
$ 12,48¢ $ 12,01 11,60:
3,10¢ 3,021 3,35(

15,59: 15,03 14,95:

5,01¢ 4,16z 4,01¢

96¢ 861 1,317

5,74z 6,04¢ 5,45¢

2,077 2,27: 2,21¢

13,80: 13,34( 13,00

1,79( 1,69¢ 1,947

8 6 5

(690) (680) (677)

84 88 53

1,19 1,10¢ 1,32¢

32€ 29¢ 48¢

86€ 811 84t

14 14 14

$ 85: $ 797 831

See accompanying Notes to the Consolidated FinlaBtagements
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Pacific Gas and Electric Company
CONSO LIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31
(in millions) 2013 2012 2011
Net Income $ 86€ $ 811 $ 84E

Other Comprehensive Income
Pension and other postretirement benefit plangatiins (net of taxes

$75, $73, and $4, at respective da 10€ 10¢ (7)
Total other comprehensive income (loss 10€ 10¢ (7)
Comprehensive Income $ 97z % 92C $ 83¢

See accompanying Notes to the Consolidated Fiab8titements
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Pacific Gas and Electric Company
CONSOLI DATED BALANCE SHEETS
(in millions)

ASSETS
Current Assets
Cash and cash equivalel
Restricted cas
Accounts receivabl
Customers(net of allowance for doubtful accounts of $80 &8d at
December 31, 2013 and 2012, respectiv
Accrued unbilled revenu
Regulatory balancing accour
Other
Regulatory asse
Inventories
Gas stored underground and fuel
Materials and supplie
Income taxes receivah
Other
Total current assets
Property, Plant, and Equipment
Electric
Gas
Construction work in progress
Total property, plant, and equipment
Accumulated depreciation
Net property, plant, and equipment
Other Noncurrent Assets
Regulatory asse
Nuclear decommissioning trus
Income taxes receivab
Other
Total other noncurrent assets
TOTAL ASSETS

See accompanying Notes to the Consolidated FinlaBtagements
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Balance at December 31

2013 2012
$ 65 $ 194
301 33C

1,091 937

76€ 761

1,12¢ 93¢

31z 36¢€

a4¢ 564

137 13t

317 30¢

562 18¢€

527 16C

5,64¢ 4,87¢

42,88: 39,70:

14,37¢ 12,57

1,83¢ 1,89/

59,001 54,16¢
(17,849 (16,647
41,25 37,52

4,91¢ 6,80¢

2,342 2,161

81 171

814 381

8,15( 9,522

$ 55,04( $ 51,02




Pacific Gas and Electric Company
CONSOLIDATED BALANCE SHEETS
(in millions, except share amounts)

Balance at December 31

2013 2012
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Shor-term borrowings $ 914 $ 37z
Long-term debt, classified as curre 53¢ 40C
Accounts payabl
Trade creditor: 1,29¢ 1,241
Disputed claims and customer reful 154 157
Regulatory balancing accour 1,00¢ 634
Other 432 41¢
Interest payabl 887 86%
Other 1,382 1,80¢
Total current liabilities 6,60¢ 5,894
Noncurrent Liabilities
Long-term deb 12,717 12,167
Regulatory liabilities 5,66( 5,08¢
Pension and other postretirement beni 1,53( 3,497
Asset retirement obligatior 3,53¢ 2,91¢
Deferred income taxe 8,042 6,93¢
Other 2,111 1,95¢
Total noncurrent liabilities 33,59¢ 32,56¢
Commitments and Contingencies (Note 1¢
Shareholders' Equity
Preferred stoc 25¢ 25¢
Common stock, $5 par value, authorized 800,000sb@0es, 264,374,8(
shares outstanding at December 31, 2013 and 1,32 1,322
Additional pait-in capital 5,821 4,68z
Reinvested earning 7,427 7,291
Accumulated other comprehensive income (loss) 13 (93)
Total shareholders' equity 14,84: 13,46(
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 55,04¢ $ 51,92!

See accompanying Notes to the Consolidated Fina®tagements
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Pacific Gas and Electric Company
CONSO LIDATED STATEMENTS OF CASH FLOWS
(in millions)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cashigea by
operating activities
Depreciation, amortization, and decommissior
Allowance for equity funds used during construci
Deferred income taxes and tax credits,
PSEP disallowed capital expenditu
Other
Effect of changes in operating assets and liadsli
Accounts receivabl
Inventories
Accounts payabl
Income taxes receivable/payal
Other current assets and liabiliti
Regulatory assets, liabilities, and balancing antgunel
Other noncurrent assets and liabilities
Net cash provided by operating activities
Cash Flows from Investing Activities
Capital expenditure
Decrease in restricted ca
Proceeds from sales and maturities of nuclear dedssioning
trust investment
Purchases of nuclear decommissioning trust invess
Other
Net cash used in investing activitie
Cash Flows from Financing Activities
Borrowings under revolving credit faciliti¢
Repayments under revolving credit facilit
Net issuances (repayments) of commercial papenfraiscount
of $2, $3, and $4 at respective de
Proceeds from issuance of sl-term debt
Proceeds from issuance of l-term debt, net of premiur
discount, and issuance costs of $18, $13, and &&péctive date
Shor-term debt mature
Long-term debt matured or repurchas
Energy recovery bonds matur
Preferred stock dividends pe
Common stock dividends pa
Equity contributior
Other
Net cash provided by (used in) financing activitie
Net change in cash and cash equivalen
Cash and cash equivalents at January
Cash and cash equivalents at December :

Supplemental disclosures of cash flow informatiol
Cash received (paid) fc
Interest, net of amounts capitaliz
Income taxes, n¢
Supplemental disclosures of noncash investing anoh&ncing
activities
Capital expenditures financed through accounts iga
Terminated capital leas

Year ended December 31

2013 2012 2011
$ 86€ $ 811 $ 84t
2,071 2,27: 2,21¢
(101) (107) (87)
1,10¢ 684 582
19€ 352 -
29¢ 23€ 28¢
(152) (40) (227)
(10 (249 (63
99 (26) 51
(377) (50) (192)
(404) 272 36
(202) 291 (100)
22 25€ 414
3,41¢ 4,92¢ 3,76¢
(5,207) (4,62¢) (4,03¢)
29 50 20C
1,61¢ 1,13¢ 1,92¢
(1,602) (1,189 (1,969
21 16 14
(5,147) (4,617) (3,85¢)
- - 20¢
- - (208)
542 (1,021) 782
- - 25C
1,53¢ 1,137 792
- (250) (250)
(861) (50) (700)
- (429) (404)
(14) (14) (14)
(71€) (71€) (71€)
1,14( 88t 55E
(26) 28 54
1,59 (424) 34¢
(129 (110) 252
194 304 51
$ 65 $ 194 $ 304
$ (600 $ (74 $ (627)
(62) 174 (50)
$ 322 $ 362 $ 30¢
- 13€ -

See accompanying Notes to the Consolidated FinlaBtagements
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Balance at December 31, 201
Net income

Other comprehensive lo
Equity contributior

Common stock dividen
Preferred stock dividend
Balance at December 31, 201
Net income

Other comprehensive incor
Equity contributior

Pacific Gas and Electric Company
CONS OLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Tax benefit from employee stock ple -

Common stock dividen
Preferred stock dividen
Balance at December 31, 201
Net income

Other comprehensive incor
Equity contributior

Tax expense from employee stock pl -

Common stock dividen
Preferred stock dividen

Balance at December 31, 201

(in millions)
Accumulated
Additional Other Total
Preferred Common Paid-in Reinvested  Comprehensive Shareholders
Stock Stock Capital Earnings Income (Loss) Equity

$ 25¢ $ 1,322 $ 3,241 % 7,098 % (19%) $ 11,72
- - - 84¢ - 84t
- - - - () (7)

- - 55¢ - - 55E
- - - (71€) - (71€)
. - . (14) - (149

25¢ 1,322 3,79¢ 7,21C (202) 12,38

- - - 811 - 811

- - - - 10¢ 10¢

- - 88t - - 88t

- 1 - - 1
- - - (71€) - (71€)
- - - 14 - (14

25¢ 1,322 4,68: 7,291 (93 13,46(

- - - 86€ - 86€

- - - - 10€ 10€

. - 1,14( - - 1,14
- € - - 1)
- - - (71€) - (71€)
- - - (14) - (14)

$ 25¢ $ 1,32 $ 5821 $ 7421 $ 13 $ 14,84:

See accompanying Notes to the Consolidated FinlaBtE@geements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: ORGANIZATION AND BASIS OF PRESENTATION

PG&E Corporation is a holding company whose prin@grgrating subsidiary is Pacific Gas and Electoen@any, a public utility operating
in northern and central California. The Utilityrgrates revenues mainly through the sale and dglofeslectricity and natural gas to customerse
Utility is primarily regulated by the CPUC and tRERC. In addition, the NRC oversees the licensiogstruction, operation, and decommissioning
of the Utility’s nuclear generation facilities.

This is a combined annual report of PG&E Corporatiad the Utility. PG&E Corporation’s Consolidateidancial Statements include the
accounts of PG&E Corporation, the Utility, and athdolly owned and controlled subsidiaries. Thdityts Consolidated Financial Statements
include the accounts of the Utility and its whadiwned and controlled subsidiaries. All intercomptaransactions have been eliminated from the
Consolidated Financial Statements. The Notesgditnsolidated Financial Statements apply to b@&&P Corporation and the Utility. PG&E
Corporation and the Utility operate in one segment.

The accompanying Consolidated Financial Statenteats been prepared in accordance with GAAP anthgtrictions to Form 10-K and
Regulation S-X promulgated by the SEC. The preafaraf financial statements in conformity with GRAequires management to make estimates
and assumptions based on a wide range of factmisiding future regulatory decisions and econoriditions, that are difficult to predict. Some
the more critical estimates and assumptions rédettee Utility’s regulatory assets and liabilitidsgal and regulatory contingencies, environmental
remediation liabilities, asset retirement obligatipand pension and other postretirement benefitspbbligations. Management believes that its
estimates and assumptions reflected in the Corsdetid-inancial Statements are appropriate andmebio Actual results could differ materially
from those estimates.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Regulation and Regulated Operations

As a regulated entity, the Ultility collects ratesnfi customers to recover “revenue requirementd’tihge been authorized by the CPUC or
the FERC based on the Utility’s costs of servitle Utility’s ability to recover a significant paoh of its authorized revenue requirements through
rates is independent, or “decoupled,” from the mr@wof the Utility’s electricity and natural gasesl The Utility records assets and liabilities tha
result from the regulated ratemaking process tlwatldvnot be recorded under GAAP for nonregulatedies. The Utility capitalizes and records, as
regulatory assets, costs that would otherwise begeldl to expense if it is probable that the inaioests will be recovered in future rates. Regule
assets are amortized over the future periods ichwthie costs are recovered. If costs expected todurred in the future are currently being
recovered through rates, the Utility records thexgeected future costs as regulatory liabilitiesndints that are probable of being credited or
refunded to customers in the future are also retbes regulatory liabilities.

The Utility also records a regulatory balancingaott asset or liability for differences betweeruattustomer billings and authorized
revenue requirements that are probable of recamergfund. These differences do not have an impactet income. The Utility also records
differences between incurred costs and customi@grdsilor authorized revenue meant to recover ticoses. To the extent these differences are
probable of recovery or refund, the Utility recoedeegulatory balancing account asset or liabitigpectively, and the differences do not have an
impact on net income. See “Revenue Recognitioftvine

To the extent that portions of the Utility’s opéoats cease to be subject to cossefvice rate regulation, or recovery is no longebpble a
a result of changes in regulation or other reashiesrelated regulatory assets and liabilitiesvaitten off.

Management continues to believe the use of regylaimcounting is applicable and that all regula@sgets and liabilities are recoverable or
refundable.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash andtghort highly liquid investments with original maities of three months or less. Cash
equivalents are stated at fair value.

Restricted Cash

Restricted cash consists primarily of the Utilitgagsh held in escrow pending the resolution ofémeaining disputed claims made by
electricity suppliers in the Utility’s proceedingder Chapter 11 of the U.S. Bankruptcy Code. ($ate 12 below.)

Allowance for Doubtful Accounts Receivable

Accounts receivable are primarily composed of tnadeivables and unbilled revenue. PG&E Corponagiod the Utility recognize an
allowance for doubtful accounts to record accougtgivable at estimated net realizable value. allogvance is determined based upon a variety of
factors, including historical write-off experien@ging of receivables, current economic conditiamsl assessment of customer collectability.

Inventories

Inventories are carried at weighted-average casiraiude natural gas stored underground as wetiaserials and supplies. Natural gas
stored underground represents gas that is recéndadentory when purchased and then expenseceagathis withdrawn for distribution to
customers or to be used as fuel for electric geioeraMaterials and supplies are recorded to itegrwhen purchased and then expensed or
capitalized to plant, as appropriate, when consuoneaistalled.
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The Utility also purchases greenhouse gas emisdiowances that are recorded as inventory. Thegaméed at weighted average cost and
included in Other Noncurrent Assets — Other inGleasolidated Balance Sheets. The costs of thaljoese gas emissions are expensed and

recoverable through rates.

Property, Plant, and Equipment

Property, plant, and equipment are reported alotler of their historical cost less accumulatedrdejation or fair value. Historical costs
include labor and materials, construction overhaad, AFUDC. (See “AFUDC” below.) The Utility’s titestimated useful lives and balances of its

property, plant, and equipment were as follows:

Estimated Useful

Balance at December 31

(in millions, except estimated useful lives Lives (years) 2013 2012

Electricity generating facilitie® 20 to 10C $ 9,11¢ $ 8,25:
Electricity distribution facilities 10 to 55 25,33 23,767
Electricity transmissiol 10to 70 8,42¢ 7,681
Natural gas distribution facilitie 20 to 53 9,117 8,257
Natural gas transportation and stor. 5to 65 5,26¢ 4.31¢
Construction work in progre: 1,83¢ 1,894
Total property, plant, and equipment 59,09¢ 54,16¢
Accumulated depreciatic (17,849 (16,64)
Net property, plant, and equipment $ 41,25. $ 37,52:

(1) Balance includes nuclear fuel inventories. Stoneclear fuel inventory is stated at weighted agereost. Nuclear fuel in the reactor is expensxitiia used based on the amount of
energy output. (See Note 14 below.)

The Utility depreciates property, plant, and equépitrusing the composite, or group, method of dégtiea, in which a single depreciation
rate is applied to the gross investment balaneegarticular class of property. This method apjpnaxes the straight line method of depreciatiorr
the useful lives of property, plant, and equipmerte Utility’'s composite depreciation rates wergl3s in 2013, 3.63% in 2012, and 3.67% in
2011. The useful lives of the Utility’s properplant, and equipment are authorized by the CPUCGla&ERC, and the depreciation expense is
recovered through rates charged to customers. ebDigpion expense includes a component for theralgiost of assets and a component for
estimated cost of future removal, net of any saveajue at retirement. Upon retirement, the odbaost of the retired assets, net of salvage y&ue
charged against accumulated depreciation. Theofespairs and maintenance, including planned nragintenance activities and minor
replacements of property, is charged to operatithraaintenance expense as incurred.

AFUDC

AFUDC represents the estimated costs of debt {fierest) and equity funds used to finance regdlglant additions and is capitalized as
part of the cost of construction. AFUDC is recal#e from customers through rates over the lifthefrelated property once the property is plact
service. AFUDC related to the cost of debt is rded as a reduction to interest expense. AFUD&eadlto the cost of equity is recorded in other
income. The Utility recorded AFUDC related to daht equity, respectively, of $47 million and $10illion during 2013, $49 million and $107
million during 2012, and $40 million and $87 mili@uring 2011.

Asset Retirement Obligations

PG&E Corporation and the Utility record an ARO &cdunted fair value in the period in which theigation is incurred if the discounted
fair value can be reasonably estimated. In theegaeriod, the associated asset retirement costapitalized as part of the carrying amount of the
related longived asset. In each subsequent period, the AR@dreted to its present value. PG&E Corporatimhthe Utility also record an ARO
a legal obligation to perform an asset removaltexiad can be reasonably estimated, but performamomditional upon a future event. The Utility
recognizes timing differences between the recagmitf costs and the costs recovered through teenadting process as regulatory assets or
liabilities. (See Note 3 below.) The Utility has ARO primarily for its nuclear generation faddg, certain fossil fuel-fired generation facilgjeand
gas transmission system assets.

For the year ended December 31, 2013, the Utilibprded an increase of $596 million to its ARO. Threase primarily reflects a higl
expected cost per unit of transmission pipelinéa@@ments.

Detailed studies of the cost to decommission thiktyl nuclear generation facilities are conduceckry three years in conjunction with the
Nuclear Decommissioning Cost Triennial Proceedimgdeicted by the CPUC. In December 2012, the Yslitbmitted its updated decommission
cost estimate with the CPUC. The estimated undisteal cost to decommission the Utility’s nucleawpoplants increased by $1.4 billion in 2012
due to higher spent nuclear fuel disposal costsaanidcrease in the scope of work. A significamtipn of the increase in decommissioning cost
estimates is due to the need to developitsstorage for spent nuclear fuel because therdedovernment has failed to meet its obligatmdevelog
a permanent repository for the disposal of nucleste from nuclear facilities in the United Staté&ie Utility expects that it will recover its futi
on-site storage costs from the federal governni@etovered amounts will be refunded to customemutir rates.

The estimated undiscounted nuclear decommissiauegfor the Utility’s nuclear generation facilgievas approximately $3.5 billion at
December 31, 2013 and 2012, as filed in the 20&8nal proceeding. In future dollars, the estiedatuclear decommissioning cost is approximi
$6.1 billion at December 31, 2013 and 2012. Tlessienates are based on the 2012 decommissionihngtookes and are prepared in accordance
CPUC requirements. The estimated nuclear decorianisg cost in future dollars is discounted for GRAurposes and recognized as an ARO on
the Consolidated Balance Sheets. The total nude@mmissioning obligation accrued in accordanitie @AAP was $2.5 billion at December !



2013 and 2012.

A reconciliation of the changes in the ARO lialyilis as follows:

(in millions)

ARO liability at December 31, 201
Revision in estimated cash flo
Accretion

Liabilities settled

ARO liability at December 31, 201
Revision in estimated cash flo
Accretion

Liabilities settled

ARO liability at December 31, 201z
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$ 1,60¢
1,301

101

92

2,91¢

59€

13C

(107)

$ 3,53¢




The Utility has identified the following AROs forhich a reasonable estimate of fair value couldoeotnade. As a result, the Utility has
recorded a liability related to these AROs:

. Restoration of land to its pre-use condition untter terms of certain land rights agreementsand rights will be maintained for
the foreseeable future, and therefore, the Utd@gnot reasonably estimate the settlement datefapge of settlement dates for the
obligations associated with these ass

. Removal and proper disposal of lead-based paintainad in some Utility facilities. The Utility does not have information
available that specifies which facilities contagad-based paint and, therefore, cannot reasonstityege the settlement date(s) associated
with the obligations; an

. Removal of certain communications equipment framdd property, and retirement activities associat@tl substation and
certain hydroelectric facilities. The Utility will maintain and continue to operate hydroelectric facilities until the operatiohafacility
becomes uneconomical. The operation of the mgjofithe Utility’s hydroelectric facilities is cuently, and for the foreseeable future,
expected to be economically beneficial. Thereftire settlement date(s) cannot be reasonably detihad this time

Disallowance of Plant Costs

PG&E Corporation and the Utility record a chargeswlit is both probable that costs incurred or mtejé to be incurred for recently
completed plant will not be recoverable througlesatharged to customers and the amount of disalloevean be reasonably estimated. During :
and 2012, the Utility recorded charges of $196iariland $353 million, respectively, for PSEP cdpitssts that are expected to exceed the CPUC's
authorized levels or that are specifically disakolw (See “Natural Gas Matterisi’ Note 14 below). No material disallowance lossese recorded i
2011.

Gains and Losses on Debt Extinguishments

Deferred gains and losses on debt extinguishmeatseaorded to current assets — regulatory asedtetaer noncurrent assets — regulatory
assets in the Consolidated Balance Sheets. Gaihlesses on debt extinguishments associated wgtlaged operations are deferred and amortized
over a period consistent with the recovery of ctistsugh regulated rates. PG&E Corporation andiléy recorded unamortized loss on debt
extinguishments, net of gain, of $157 million, $I6Blion, and $186 million at December 31, 2013120and 2011, respectively. The amortization
expense related to this loss was $23 million irhl&f113 and 2012, and $18 million in 2011.

Revenue Recognition

The Utility recognizes revenues as electricity aatlral gas services are delivered, and includeniata for services rendered but not yet
billed at the end of the period.

The CPUC authorizes most of the Utility’s revenirethe Utility’s GRC and its GT&S rate cases, whgdmerally occur every three years.
In general, the Utility’s ability to recover revemtequirements authorized by the CPUC in thess atses is independent, or “decoupled” from the
volume of the Utility’s sales of electricity andtoeal gas services. The Utility recognizes revenuece they have been authorized for rate recovery,
amounts are objectively determinable and probabteamvery, and amounts are expected to be cotlegithin 24 months. Generally, the revenue is
recognized ratably over the year.

The CPUC also has authorized the Utility to colkddlitional revenue requirements to recover cosiisthe Utility has been authorized to
pass on to customers, including costs to purchiastrieity and natural gas; and to fund public s, demand response, and customer energy
efficiency programs. Generally, the revenue redagncriteria for pass-through costs billed to ttusers are met at the time the costs are incurred.

The FERC authorizes the Utility’s revenue requirataén periodic (often annual) TO rate cases. Utikity’s ability to recover revenue
requirements authorized by the FERC is dependetti®@molume of the Utility’s electricity sales, arelenue is recognized only for amounts billed
and unbilled.

The Utility’s revenues and net income can be affédty incentive ratemaking mechanisms that adaissrdepending on the extent to which
the Utility meets certain performance criteria.
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Income Taxes

PG&E Corporation and the Utility use the liabilityethod of accounting for income taxes. The inctemeprovision includes current and
deferred income taxes resulting from operationinduhe year. PG&E Corporation and the Utility estimate curreatipd tax expense in addition to
calculating deferred tax assets and liabilitiegfebred tax assets and liabilities result from terapy tax and accounting timing differences, sugh a
those arising from depreciation expense. (See 8lb&ow.)

PG&E Corporation and the Utility recognize a taxiéf if it is more likely than not that a tax ptish taken or expected to be taken in a tax
return will be sustained upon examination by taxanghorities based on the merits of the positibhe tax benefit recognized in the financial
statements is measured based on the largest awfduerefit that is greater than 50% likely of beimeglized upon settlement. As such, the differ
between a tax position taken or expected to bentaka tax return in future periods and the bemefibgnized and measured pursuant to this guic
represents an unrecognized tax benefit.

Investment tax credits are deferred and amortiaéddome over time. The Utility amortizes its intragnt tax credits over the life of the
related property in accordance with regulatoryttremt. PG&E Corporation amortizes its investmartdredits over the projected investment
recovery period.

PG&E Corporation files a consolidated Uegleral income tax return that includes the Wtilind domestic subsidiaries in which its
ownership is 80% or more. PG&E Corporation filesoanbined state income tax return in Californi& & Corporation and the Utility are parties
a tax-sharing agreement under which the Utilityedmines its income tax provision (benefit) on andtalone basis.

Nuclear Decommissioning Trusts

The Utility’s nuclear generation facilities consigttwo units at Diablo Canyon and the retired lfgcat Humboldt Bay. Nuclear
decommissioning requires the safe removal of agan@deneration facility from service and the reuncof residual radioactivity to a level that
permits termination of the NRC license and releggbe property for unrestricted use. The Utifitpuclear decommissioning costs are recovered
from customers through rates and are held in twsgiauthorized for release by the CPUC.

The Utility classifies its investments held in thgclear decommissioning trusts as “available-fde-8aSince the Utility’s nuclear
decommissioning trust assets are managed by ekiemeatment managers, the Utility does not haeeability to sell its investments at its
discretion. Therefore, all unrealized losses aresitlered other-than-temporary impairments. Gaiirlgsses on the nuclear decommissioning trust
investments are refundable or recoverable, reyadgtifrom customers through rates. Thereforesttearnings are deferred and included in the
regulatory liability for recoveries in excess oftARO. There is no impact on the Utility’s earrsrag accumulated other comprehensive
income. The cost of debt and equity securitied bglthe trust is determined by specific identifica.
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Variable Interest Entities

A VIE is an entity that does not have sufficientigg at risk to finance its activities without atidnal subordinated financial support from
other parties, or whose equity investors lack drgracteristics of a controlling financial interestn enterprise that has a controlling financiaénest
in a VIE is known as the VIE's primary beneficiaagd is required to consolidate the VIE. In det@ing whether consolidation of a particular entity
is required, PG&E Corporation and the Utility fiestaluate whether the entity is a VIE. If the gnis a VIE, PG&E Corporation and the Utility us
qualitative approach to determine if either isphienary beneficiary of the VIE.

Some of the counterparties to the Utility’'s powarghase agreements are considered VIEs. Eaclesd MIEs was designed to own a
power plant that would generate electricity foresal the Utility. To determine whether the Utiligas the primary beneficiary of any of these VIE
December 31, 2013, it assessed whether it absoybsfahe VIE's expected losses or receives anyiguoof the VIE's expected residual returns
under the terms of the power purchase agreemedt;za the variability in the VIE's gross margimdaconsidered whether it had any decision-
making rights associated with the activities thatmost significant to the VIE’s performance, sastdispatch rights and operating and maintenance
activities. The Utility’s financial exposure istited to the amount the Utility pays for delivergdctricity and capacity. The Utility did not hazry
decision-making rights associated with any of tbigvaies that are most significant to the econopécformance of any of these VIEs. Since the
Utility was not the primary beneficiary of any diese VIEs at December 31, 2013, it did not conat#iéiny of them.

PG&E Corporation affiliates have entered into ftax equity agreements to fund residential and coroi@eetail solar energy installations
with four separate privately held funds that aresidered VIEs. Under these agreements, PG&E Catiporhas made cumulative lease payments
and investment contributions of $362 million frof@1® to 2013 to these companies in exchange faigheto receive benefits from local rebates,
federal grants, and a share of the customer papmnesatle to these companies. At December 31, 204 32@®, the carrying amount of PG&E
Corporation’s investment in these agreements w8a§ibion and $166 million, respectively. PG&E @aration has no material remaining
commitment to fund these agreements. PG&E Corjporaetermined that it does not have control okierdompanies’ significant economic
activities, such as the design of the companiesjaeselection, construction, and the ongoing dpera of the companies. Since PG&E Corporation
was not the primary beneficiary of any of these &# December 31, 2013, it did not consolidateadriiem.

Other Accounting Policies

For other accounting policies impacting€#3Corporation’s and the Utility’s consolidated dincial statements, see “Derivativéis'Note
9, “Fair Value Measurements” in Note 10, and “Cogéincies” in Note 14 of the Notes to the Consaodid&inancial Statements.

Adoption of New Accounting Pronouncements
Reporting of Amounts Reclassified Out of Accumuldt®ther Comprehensive Incon

In February 2013, the Financial Accounting Stand&dard issued an ASU that requires an entity awige information about the amounts
reclassified out of accumulated other compreherisis@me. The ASU became effective for PG&E Corgioraand the Utility on January 1, 2013.

The changes, net of income tax, in PG&E Corpor&iancumulated other comprehensive income for s gnded December 31, 2013
consisted of the following:

Pension Other Other

(in millions) Benefits Benefits Investments Total
Beginning balance $ (28) $ 77 $ 4 3 (107)
Other comprehensive income before reclassificati

Unrecognized net actuarial loss (net of ta{e$804,

$35, and $0, respective 1,16¢ 45 - 1,21«

Transfer to regulatory account (net of taxie

$790, $22, and $0, respective (1,150 31 - (1,119

Gain on investments (net of taxes of $0,a50] $26

respectively - - 38 38
Amounts reclassified from other comprehensive inec®

Amortization of prior service cost (net okés of

$8, $10, and $0, respective 12 13 - 25

Amortization of net actuarial loss (net ofeta of

$45, $3, and $0, respective 66 3 - 69

Transfer to regulatory account (net of taxie

$54, $0, and $0, respective (76) - - (76)
Net current period other comprehensive incom 21 92 38 151
Ending balance $ 7 $ 15 $ 42 $ 50

(1) These components are included in the computafioetoperiodic pension and other postretiremenefienosts. (See Note 11 below for additional deda
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With the exception of other investments, there m@asnaterial difference between PG&E Corporation thredUtility for the information
disclosed above.

Disclosures about Offsetting Assets and Liabiliti

In January 2013, the Financial Accounting StandBaisrd issued an ASU that clarifies the scope sdldsures about offsetting assets and
liabilities. The guidance requires an entity teaftise gross and net information about derivatiivasare offset in the balance sheet or subjeahto
enforceable master-netting arrangement or simgegement. The ASU became effective for PG&E Cation and the Utility on January 1,
2013. (See Note 9 below.)
NOTE 3: REGULATORY ASSETS, LIABILITIES, AND BALANCI NG ACCOUNTS

Regulatory Assets

Long-term regulatory assets are composed of thevioig:

Balance at December 31 Recovery
(in millions) 2013 2012 Period
Pension benefit®) $ 144¢ $ 3,27 N/A @
Deferred income taxe) 1,83¢ 1,627 1-45 years
Utility retained generatio(@ 50z 55z 11 years
Environmental compliance co<®) 62¢ 604 32 years
Price risk manageme(®) 10€ 21C 9years
Electromechanical mete® 13& 194 4 years
Unamortized loss, net of gain, on reacquired (1) 13t 141 13 years
Other 127 20€ Various
Total long-term regulatory assets $ 491: $ 6,80¢

(M) Represents the cumulative differences between atsoecognized for ratemaking purposes and amoentgynized in accordance with GAAP and also inclatesunts that
otherwise would be recorded to accumulated othempeehensive loss in the Consolidated Balance ShéBee Note 11 below

(@1n connection with the settlement agreement entettecamong PG&E Corporation, the Utility, and BBUC in 2003 to resolve the Utilityproceeding under Chapter 11, the ClI
authorized the Utility to recover $1.2 billion adsts related to the Utility’s retained generatiseads. The individual components of these reguylatssets are being amortized over the
respective lives of the underlying generation feies, consistent with the period over which thiated revenues are recogniz

() Represents the expected future recovery of theawt value of electromechanical meters that wepkaced with SmartMeter™ devices.
(4 The Utility expects to continuously recover pendiemefits.

In general, the Utility does not earn a return eguiatory assets if the related costs do not adotagest. Accordingly, the Utility earns a
return only on its regulatory assets for retainedegation, regulatory assets for electromechanieaérs, and regulatory assets for unamortized loss,
net of gain, on reacquired debt.

Regulatory Liabilities
Long-term regulatory liabilities are composed a thllowing:

Balance at December 31

(in millions) 2013 2012

Cost of removal obligatior® $ 3,84« % 3,62¢
Recoveries in excess of AR(® 74¢€ 62C
Public purpose progran® 587 59C
Other 481 252
Total long-term regulatory liabilities $ 566( $ 5,08¢

(M Represents the cumulative differences between emsetval costs recorded and amounts collectedidss far expected asset removal costs.

(@ Represents the cumulative differences between AR@reses and amounts collected in rates primarilyhfe decommissioning of the Utility’s nuclear geatéon

facilities. Decommissioning costs recovered thiotages are primarily placed in nuclear decommoigsg trusts. This regulatory liability also repeats the deferral of realized and
unrealized gains and losses on the nuclear decasitmisg trust investments. (See Note 10 bel(

() Represents amounts received from customers desijf@t public purpose program costs expected tiodered beyond the next 12 months, primarily edato energy efficiency
programs
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Regulatory Balancing Accounts

The Utility’s recovery of a significant portion ofévenue requirements and costs is decoupled fremadlume of sales. The Utility records
(1) differences between the Utility’s authorizesleBue requirement and actual customer billings,(@hdifferences between incurred costs and
customer billings. To the extent these differeramesprobable of recovery or refund over the n@dnbnths, the Utility records a current regulatory
balancing account receivable or payable. Reguyldtalancing accounts that the Utility does not expe collect or refund over the next 12 months
are included in other noncurrent assets — regyl@ssets or noncurrent liabilities — regulatorpiliies, respectively, in the Consolidated Balance
Sheets.

The Utility sells and delivers electricity and natiugas, which includes procuring and generatiegtetity. The Utility also administers
public purpose programs, primarily related to costoenergy efficiency programs. The balancing antoassociated with these items will fluctuate
during the year based on seasonal electric andsgae and the timing of when costs are incurreccaatbmer revenues are collected.

Current regulatory balancing accounts receivabtepmyable are composed of the following:

Receivable
Balance at December 31
(in millions) 2013 2012
Electric distributior $ 102 $ 21¢
Utility generation 57 117
Gas distributior 70 44
Energy procuremer 41C 19¢
Public purpose progran 56 48
Other 42¢ 31E
Total regulatory balancing accounts receivablt $ 1,12¢ % 93€
Payable
Balance at December 31
(in millions) 2013 2012
Energy procuremer $ 29 % 11€
Public purpose progran 171 131
Other 53¢ 387
Total regulatory balancing accounts payable $ 1,00¢ $ 634
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NOTE 4: DEBT

Long-Term Debt

The following table summarizes PG&E Corporationisl ghe Utility’s long-term debt:

(in millions)
PG&E Corporation

Senior notes, 5.75%, due 20

Less: current portion

Total senior notes

Total PG&E Corporation long-term debt

Utility

Senior notes

6.25% due 201
4.80% due 201
5.625% due 201
8.25% due 201
3.50% due 202
4.25% due 202
3.25% due 202
2.45% due 202
3.25% due 202
3.85% due 202
6.05% due 203
5.80% due 203
6.35% due 203
6.25% due 203
5.40% due 204
4.50% due 204
4.45% due 204
3.75% due 204
4.60% due 204
5.125% due 204

Less: current portio
Unamortized discount, net of premium
Total senior notes, net of current portion
Pollution control bonds
Series 1996 C, E, F, 1997 B, variable r{V), due 202¢?)
Series 2004 -D, 4.75%, due 2020)
Series 2009 A-D, variable ratés, due 2016 and 2028
Total pollution control bonds
Total Utility long -term debt, net of current portion
Total consolidated lon¢-term debt, net of current portion

(1) At December 31, 2013, interest rates on these bandshe related loans ranged from 0.01% to 0.04%.

December 31

2013 2012
35C 35C
(350) -

- 35C

- 35C

- 40¢
53¢ 1,00(
70C 70C
80C 80C
80C 80C
30C 30C
25C 25C
40¢ 40¢
37t -
30C -
3,00( 3,00(
95¢ 95¢
40¢ 40¢
55¢ 55¢
80C 80C
25C 25C
40¢ 40¢
35C 35C
37t -
50C -
(539 (400)
(59 (59
11,44¢ 10,89¢
614 614
34t 34t
30¢ 30¢
1,26¢ 1,26¢
12,71, 12,16,
$ 12,71 12,51

(@ Each series of these bonds is supported by a sepeti@r of credit. In April 2013, the lettersaidit were extended to April 1, 2018. Althougk stated maturity date is 2026,
each series will remain outstanding only if thelitytiextends or replaces the letter of credit redato the series or otherwise obtains consent fhenissuer to the continuation of the

series without a credit facilit
() The Utility has obtained credit support from anuirzgice company for these bonds.
4 At December 31, 2013, interest rates on these bandshe related loans ranged from 0.01% to 0.02%.

() Each series of these bonds is supported by a semhrect-pay letter of credit. Series A and Beet of credit expire on May 31, 2016. In Octobet3, Series C and D letters of
credit were extended to December 3, 2016 to coégnwith the maturity of the underlying bonds. Subj®e certain requirements, the Utility may choaséto provide a credit facility
without issuer conser




Pollution Control Bonds

The California Pollution Control Financing Authgriand the California Infrastructure and Economiz&epment Bank have issued various
series of fixed rate and multi-modal tax-exemptyi@n control bonds for the benefit of the Utilitsubstantially all of the net proceeds of the
pollution control bonds were used to finance oinaafce pollution control and sewage and solid wekseosal facilities at the Geysers geothermal
power plant or at the Utility’s Diablo Canyon nuatepower plant. In 1999, the Utility sold all befidanced facilities at the non-retired units oé th
Geysers geothermal power plant to Geysers Powep@oyn LLC pursuant to purchase and sale agreerstaiisg that Geysers Power Company,
LLC will use the bond-financed facilities solely jasllution control facilities for so long as anytaexempt pollution control bonds issued to finance
the Geysers project are outstanding. The Utilitg ho knowledge that Geysers Power Company, LL&hid to cease using the bond-financed
facilities solely as pollution control facilities.

Repayment Schedule

PG&E Corporation’s and the Utility’s combined sht@tm and long-term debt principal repayment ameahtDecember 31, 2013 are
reflected in the table below:

(in millions,

except interest rates 2014 2015 2016 2017 2018 Thereafter Total
PG&E Corporation

Average fixed interes

rate 5.7%% - - - - - 5.7%%
Fixed rate obligation $ 35( $ - $ - 3 - 5 - 5 - 8 35
Utility

Average fixed interest

rate 4.8(% - - 5.62% 8.2t% 5.06% 5.2%
Fixed rate obligation $ 53 $ - $ - % 700 $ 801 $ 10,34 $ 12,38

Variable interest rat
as of December 3

2013 - - 0.02% - 0.02% - 0.02%
Variable rate obligation
@ $ - 3 - 3 300 $ - $ 61 $ - $ 92.
Total consolidated
debt $ 88 $ - $ 30¢ $ 700 $ 141 $ 10,34/ $ 13,65

(1) These bonds, due in 2016 and 2026, are backeepayate letters of credit that expire on May 31L&®ecember 3, 2016, or April 1, 2018.
Short-term Borrowings

The following table summarizes PG&E Corporationisl ahe Utility’s outstanding borrowings under thegwolving credit facilities and the
Utility’'s commercial paper program at December3113:

Letters of
Termination Facility Credit Commercial Facility
(in millions) Date Limit Outstanding Borrowings Paper Availability
PG&E Corporatior April 2018 $ 30C@ $ = $ 26C % = $ 4C
Utility April 2018 3,00(® 79 - 91403 2,0013
Total revolving credit facilities $ 3,30( $ 79 $ 26C $ 914 $ 2,047

@ Includes a $100 million sublimit for letters of ditand a $100 million commitment for loans that erade available on a same-day basis and are tpagdull within 7 days.
@Includes a $1.0 billion sublimit for letters of ditand a $300 million commitment for loans that arade available on a same-day basis and are teépaydull within 7 days.
(The Utility treats the amount of its outstandingneoercial paper as a reduction to the amount aveilatider its revolving credit facility.

For 2013, the average outstanding borrowings on PG&rporation’s revolving credit facility was $2f@llion and the maximum

outstanding balance during the year was $260 millibor 2013, the Utilitys average outstanding commercial paper balanc&S4& million and th
maximum outstanding balance during the year wak §illion. The Utility did not borrow under itsedit facility in 2013.
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Revolving Credit Facilities

In April 2013, PG&E Corporation and the Utility anded and restated their revolving credit faciliie®xtend their termination dates from
May 31, 2016 to April 1, 2018. These agreemenigain substantially similar terms as their origi@@lL1 credit agreements. PG&E Corporation's
and the Utility's revolving credit facilities may lused for working capital, the repayment of conuia¢paper, and other corporate purposes. At
PG&E Corporation’s and the Utility’s request andtat sole discretion of each lender, the facilitie®y be extended for additional periods. Provided
certain conditions are met, PG&E Corporation aredUhility havethe right to increase, in one or more requestgrgiot more frequently than onc
year, the aggregate lend commitments under the revolving credit facilitieg up to $100 million and $500 million, respectiyen the aggregate
for all such increases.

Borrowings under the revolving credit facilitiegl{er than swingline loans) bear interest baseBG&E Corporation’s and the Utility’s
election, on (1) a London Interbank Offered Ratesgn applicable margin or (2) the base rate plugpalicable margin. The base rate will equal the
higher of the following: the administrative agerdisnounced base rate, 0.5% above the federal fatelsor the oneaonth LIBOR plus an applicak
margin. Interest is payable quarterly in arrearsarlier for loans with shorter interest perio®G&E Corporation and the Utility also will pay a
facility fee on the total commitments of the leralander the revolving credit facilities. The appble margins and the facility fees will be based o
PG&E Corporation’s and the Utility’s senior unsesiidebt ratings issued by Standard & Poor's R&myices and Moody’s Investor
Service. Facility fees are payable quarterly nears.

PG&E Corporation’s and the Utility’s revolving ciieéacilities include usual and customary provigidor revolving credit facilities of this
type, including those regarding events of defandt @venants limiting liens to those permitted urttleir senior note indentures, mergers, saled
or substantially all of their assets, and othedamental changes. In addition, the revolving ¢riedilities require that PG&E Corporation and the
Utility maintain a ratio of total consolidated debttotal consolidated capitalization of at mos¥6as of the end of each fiscal quarter. PG&E
Corporation’s revolving credit facility agreemeg@requires that PG&E Corporation own, directhirairectly, at least 80% of the common stock
and at least 70% of the voting capital stock oflthidity.

Commercial Paper Programs
At December 31, 2013, the average yielduistanding Utility commercial paper was 0.26%.

In January 2014, PG&E Corporation established angernial paper program. PG&E Corporation will treret amount of its outstanding
commercial paper as a reduction to the amountablailunder its revolving credit facility.

The borrowings from PG&E Corporation and the Utistcommercial paper programs are used primariliptal temporary financing
needs. Liquidity support for these borrowingsnsvided by available capacity under their respectavolving credit facilities, as described
above. The commercial paper may have maturitie® 365 days and ranks equally with PG&E Corporasi@nd the Utility’s other unsubordinated
and unsecured indebtedness. Commercial paper ai@esld at an interest rate dictated by the natkne time of issuance.
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NOTE 5 : COMMON STOCK AND SHARE-BASED COMPENSATION

PG&E Corporation had 456,670,424 shares of comrtaok ®utstanding at December 31, 2013. PG&E Cartpmr held all of the Utility’s
outstanding common stock at December 31, 2013.

In May 2013, PG&E Corporation entered iatoew equity distribution agreement providingtfor sale of PG&E Corporation common
stock having an aggregate gross sales price af 84Q0 million. As of December 31, 2013, PG&E Gwgtion had old common stock having an
aggregate gross sales price of $395 million andthadbility to issue an additional $5 million & tommon stock under this agreement. During
2013, PG&E Corporation paid commissions of $3 wrillunder this agreement.

During 2013, PG&E Corporation issued 28iam shares of its common stock for aggregatecash proceeds of $1,045 million in the
following transactions:

. 7 million shares were sold in an underwritten pubfifering for cash proceeds of $300 million, nefees and commission

. 8 million shares were issued for cash proceed290 $nillion under the PG&E Corporation 401(k) pléme Dividend Reinvestme
and Stock Purchase Plan, and s-based compensation plans; ¢

. 11 million shares were sold for cash proceeds 6b6%illion, net of commissions paid of $4 milliaamder equity distribution
agreements

Dividends

The Board of Directors of PG&E Corporation and tth#ity declare dividends quarterly. Under thelitiis Articles of Incorporation, the
Utility cannot pay common stock dividends unlessaimulative preferred dividends on the Utility'seferred stock have been paid. For 2013, the
Board of Directors of PG&E Corporation declareduarerly common stock dividend of $0.455 per share.

Under their respective credit agreements, PG&E @aiton and the Utility are each required to maimtaratio of consolidated total debt to
consolidated capitalization of at most 65%. Bamedthe calculation of this ratio, $493 million ot Utility’s reinvested earnings was restricted at
December 31, 2013. In addition, the CPUC requhredJtility to maintain a capital structure compa®é at least 52% equity on average. At
December 31, 2013, the Utility was required to rr@mreinvested earnings of $7.4 billion as eqtotyneet this requirement.

In addition, to comply with the revolving creditcflity’s 65% ratio requirement and the CPUC'’s reguient to maintain a 52% equity
component, $7.7 billion and $14.6 billion of thelitt's net assets were restricted at Decembe2813 to comply with these requirements,
respectively, and could not be transferred to P@&Sdeporation in the form of cash dividends. As &img company, PG&E Corporation depends on
cash distributions from the Utility to meet its diskrvice and other financial obligations and tg g&idends on its common stock.

Long-Term Incentive Plan

The PG&E Corporation LTIP permits various formsshére-based incentive awards, including stock optistock appreciation rights,
restricted stock awards, RSUs, performance shdeésrred compensation awards, and other share-basads, to eligible employees of PG&E
Corporation and its subsidiaries. Non-employeealars of PG&E Corporation are also eligible toeiee certain share-based awards. A maximum
of 12 million shares of PG&E Corporation commorc&t¢subject to adjustment for changes in capitaicstire, stock dividends, or other similar
events) has been reserved for issuance under @&lZ0P, of which 3,310,474 shares were availabtditure awards at December 31, 2013.
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The following table provides a summary of totalrehbased compensation expense recognized by PG&gobfation for share-based
incentive awards for 2013, 2012, and 2011:

(in millions) 2013 2012 2011
Restricted stock unif $ 6 $ 31 % 23
Performance share

Equity awards 28 26 16
Liability awards - - (13)
Total compensation expense (-tax) $ 64 $ 57 $ 26
Total compensation expense (after-tax) $ 38 $ 34 $ 16

Share-based compensation costs capitalized dudbg, 2012, and 2011 was immaterial. There was atemal difference between PG&E
Corporation and the Utility for the information dissed above.

Restricted Stock Unit

RSU awards issued and outstanding under the LThergly vest over three year periods. RSUs gelyerat in 20% increments on the
first business day of March in year one, two, dmdé, with the remaining 40% vesting on the fitssibess day of March in year four. Vested RSUs
are settled in shares of PG&E Corporation commockst Additionally, upon settlement, RSU recipierdseive payment for the amount of dividend
equivalents associated with the vested RSUs thet &ecrued since the date of grant. RSU expergenisrally recognized ratably over the vesting
period based on the fair values determined. Thghted average grant-date fair value for RSUs gcduring 2013, 2012, and 2011 was $42.92,
$42.17, and $45.10, respectively. The total falug of RSUs that vested during 2013, 2012, and 2&is $30 million, $18 million, and $11 million,
respectively. The tax benefit from RSUs that vestering each period was not material. As of Ddoen31, 2013, $50 million of total unrecogni:
compensation costs related to nonvested RSUs vpeetd to be recognized over the remaining weightetdage period of 2.17 years.

The following table summarizes RSU activity for 301

Weighted
Average
Number of Grant-Date
Restricted
Stock Units Fair Value
Nonvested at January 2,069,29. $ 42.52
Granted 993,11 $ 42.92
Vested (719,07) $ 41.0:
Forfeited (43319) $ 42.6¢
Nonvested at December 2,300,02: $ 43.1¢

Performance Share

Performance shares awarded to recipients undérTifeare for a specified number of shares of comistock (or cash with respect to
grants before 2010) based on PG&E Corporationa sdtareholder return relative to a specified groLipdustry peer companies over a three-year
performance period. Performance shares vestthfieg years of service. Performance share expegemerally recognized ratably over the
applicable three-year period based on the fairesatietermined. Dividend equivalents on performaheges, if any, will be paid in cash upon the
vesting date based on the amount of common stogkich the recipients are entitled.

Total compensation expense for performance shateasied on the gradate fair value, which is determined using a Mdbéelo simulatior
valuation model. The weighted average grant-caitevilue for performance shares granted during22@12, and 2011 was $33.45, $41.93, and
$33.91 respectively. There was no tax benefit@ated with performance shares that vested duidich ef these periods. As of December 31, 2013,
$29 million of total unrecognized compensation sastated to nonvested performance shares aretexiecbe recognized over the remaining
weighted average period of 1.25 years.

The following table summarizes performance shal@ssified as equity awards activity for 2013:

Weighted
Average
Number of Grant-
Performance Date Fair
Shares Value
Nonvested at January 1,497,47. $ 38.1¢
Granted 911,62( $ 33.4¢
Vested - $ -
Forfeited®) (617,77) $ 34.22
Nonvested at December 1,791,32I $ 37.8¢

(1) Includes performance shares that expired with zatoe as performance targets were not met.
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NOTE 6 : PREFERRED STOCK

PG&E Corporation has authorized 80 million sharfesoopar value preferred stock and 5 million shafe$100 par value preferred stock,
which may be issued as redeemable or nonredeemabtered stock. PG&E Corporation does not hawepaaferred stock outstanding.

The Utility has authorized 75 million shares of §25 value preferred stock and 10 million share$180 par value preferred stock. The
Utility specifies that 5,784,825 shares of the $ab value preferred stock authorized are desigregatnredeemable preferred stock without
mandatory redemption provisions. The followingléadummarizes the Utility’s outstanding preferraatk, none of which had mandatory
redemption provisions at December 31, 2013 and:2012

(in millions, except share amounts, redemptiol

Shares Redemption
price, and par value) QOutstanding Price Balance
Nonredeemable $25 par value preferred stoc
5.00% Serie: 400,00( N/A $ 10
5.50% Serie: 1,173,16: N/A 30
6.00% Series 4,211,66: N/A 10E
Total nonredeemable preferred stoclk 5,784,82! $ 14E
Redeemable $25 par value preferred stoc
4.36% Serie: 418,29: $ 2578 3% 11
4.50% Serie: 611,14: 26.0( 15
4.80% Serie: 793,03: 27.2¢ 20
5.00% Serie! 1,778,17. 26.7¢ 44
5.00% Series / 934,32: 26.7¢ 23
Total redeemable preferred stock 4,534,95! $ 113
Preferred stock $ 25¢

At December 31, 2013, annual dividends on the tyslinonredeemable preferred stock ranged from35th21.50 per share. The Utility’s
redeemable preferred stock is subject to redemptidime Utility’s option, in whole or in part, ifi¢ Utility pays the specified redemption price plus
accumulated and unpaid dividends through the retlemgate. At December 31, 2013, annual dividesrdsedeemable preferred stock ranged from
$1.09 to $1.25 per share.

Dividends on all Utility preferred stockeacumulative. All shares of preferred stock heweng rights and an equal preference in
dividend and liquidation rights. Upon liquidationdissolution of the Utility, holders of preferrsetbck would be entitled to the par value of such
shares plus all accumulated and unpaid dividersdspecified for the class and series. During @@013, 2012, and 2011 the Utility paid $14
million of dividends on preferred stock.
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NOTE 7: EARNINGS PER SHARE

PG&E Corporation’s basic EPS is calculated by digdhe income available for common shareholderthbyweighted average number of
common shares outstanding. PG&E Corporation apfitie treasury stock method of reflecting the ditueffect of outstanding share-based
compensation in the calculation of diluted EPSe Tallowing is a reconciliation of PG&E Corporatisincome available for common shareholders
and weighted average common shares outstandirggiculating diluted EPS for 2013, 2012 and 2011.

Year Ended December 31

(in millions, except per share amounts 2013 2012 2011
Income available for common shareholder: $ 814 $ 81 $ 844
Weighted average common shares outstanding, ba: 444 424 401
Add incremental shares from assumed convers

Employee share-based compensation 1 1 1
Weighted average common share outstanding, dilute 44E 42E 402
Total earnings per common share, dilutec $ 1.8 $ 192 $ 2.1C

For each of the periods presented above, the agiloulof outstanding common shares on a diluteéslasluded an insignificant amount of
options and securities that were antidilutive.

NOTE 8 : INCOME TAXES

The significant components of income tax provigibenefit) by taxing jurisdiction were as follows:

PG&E Corporation Utility
Year Ended December 31

(in millions) 2013 2012 2011 2013 2012 2011
Current:

Federal $ (218 $ 74 $ T $ (222) $ 52 $ (83)

State (26) 33 152 (23 41 161
Deferred:

Federal 552 374 504 604 404 534

State (35 (92 (135 (28 (92) (128
Tax credits (5) (4) (4) (5) (4) (4)

Income tax provision $ 26 $ 237 % 44C % 326 % 29¢ % 48C

The following table describes net deferred incoaeliabilities:
PG&E Corporation Utility
Year Ended December 31

(in millions) 2013 2012 2013 2012
Deferred income tax assets
Customer advances for construct $ 90 $ 101 $ 90 $ 101
Reserve for damag: 161 17E 161 17¢
Environmental reserv 152 97 152 97
Compensatiol 167 22¢ 10z 17¢
Net operating loss carryforwa 89C 93¢ 67C 73€
GHG allowance: 10€ 34 10€ 34
Other 13E 23C 12€ 221

Total deferred income tax asset $ 1,702 $ 1,80 $ 1,411 $ 1,54
Deferred income tax liabilities:
Regulatory balancing accour $ 261 % 25¢ % 261 % 25€
Property related basis differenc 8,04¢ 7,44¢ 8,03¢ 7,445
Income tax regulatory ass T4€ 662 74€ 662
Other 151 175 86 99

Total deferred income tax liabilities $ 9,20¢ $ 8,541 $ 9,13t $ 8,46¢

Total net deferred income tax liabilities $ 7508 % 6,737 $ 7,722 $ 6,927
Classification of net deferred income tax liabilites:
Included in current liabilities (asse $ (31¢) $ 11 $ (320) $ a7
Included in noncurrent liabilitie 7,827 6,74¢ 8,042 6,93¢

Total net deferred income tax liabilities $ 7508 % 6,737 $ 7,72 $ 6,927

66




The following table reconciles income tax expernstha federal statutory rate to the income tax sion:

PG&E Corporation Utility
Year Ended December 31
2013 2012 2011 2013 2012 2011

Federal statutory income tax r¢ 35.(% 35.(% 35.(% 35.(% 35.(% 35.(%
Increase (decrease) in incol
tax rate resulting fronr

State income tax (net:

federal benefit (3.2 (3.9 1.1 (2.2) (3.0 1.€

Effect of regulatory treatmei

of fixed asset difference (4.2) (4.7 4.9 (3.9) 3.9 (4.2)

Tax credits (0.9) (0.€) 0.5 (0.9 (0.€) (0.5)

Benefit of loss carrybac (2.2) (0.7) (1.9 (2.0 (0.9 (2.7)

Non deductible penaltie 0.€ 0.€ 6.t 0.7 0.t 6.3

Other, ne (2.2) (3.9 (1.5) (0.9 (0.€) 0.1
Effective tax rate 24.8% 22.5% 34.2% 27.2% 26.8% 36.2%
Unrecognized tax benefits

The following table reconciles the changes in uogeized tax benefits:
PG&E Corporation Utility
2013 2012 2011 2013 2012 2011

(in millions)
Balance at beginning of yea $ 581 $ 506 $ 714 % 57t % 50z % 71z

Additions for tax position take

during a prior yea 12 32 2 12 26 2

Reductions for tax positic

taken during a prior ye: (6) (13 (19¢) (6) (10 (19€)

Additions for tax positior

taken during the current ye 79 67 3 79 67 -

Settlements - (112) (15) - (12) (15)
Balance at end of yea $ 66€ $ 581 $ 50€ $ 66C $ 57¢ $ 502

The component of unrecognized tax benefits thagdbgnized, would affect the effective tax rat®atember 31, 2013 for PG&E
Corporation and the Utility was $29 million, withet remaining balance representing the potentigrdsfof taxes to later years.

Tax settlements and years that remain subject taraination

PG&E Corporation participates in the Complianceukaace Process, a real-time IRS audit intendedpedite resolution of tax
matters. The Compliance Assurance Process audifrtes with a letter from the IRS indicatingdtsceptance of the return.

In January 2014, PG&E Corporation received the ¢RSing agreements for the 2008 and 2010 audisysabject to the approval by the
Joint Committee on Taxation of the U.S. CongreRse IRS has previously accepted the 2009 tax retitirout adjustments. The IRS is currently
reviewing several matters pertaining to the 201d 2012 tax returns. The most significant of thesgdters relates to the repairs accounting method
changes.

The IRS has been working with the utility industimyprovide guidance concerning the deductibilityegairs. PG&E Corporation and the
Utility expect the IRS to issue guidance with regge repairs made in the natural gas transmissnehdistribution businesses during 2014. PG&E
Corporation’s and the Utility’s unrecognized taxnbéits may change significantly within the nextrb2nths depending on the guidance to be issued
by the IRS and the resolution of the IRS auditatesl to the 2010, 2011, and 2012 tax returns. fA&eocember 31, 2013, PG&E Corporation and the
Utility believe that it is reasonably possible tharecognized tax benefits will decrease by appnakely $350 million within the next 12 months.
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Carryforwards

As of December 31, 2013, PG&E Corporation had agprately $3.3 billion of federal net operating lassryforwards and $68 million of
tax credit carryforwards, which will expire betwe2®29 and 2033. In addition, PG&E Corporation hpdroximately $121 million of loss
carryforwards related to charitable contributionkjch will expire between 2014 and 2018. PG&E @uogtion believes it is more likely than not the
tax benefits associated with the federal operdting, charitable contributions, and tax credits loamealized within the carryforward periods,
therefore no valuation allowance was recognizeaf &ecember 31, 2013. As of December 31, 2013, B@&rporation had approximately $15
million of federal net operating loss carryforwardtated to the tax benefit on employee stock plaaswould be recorded in additional paid-in
capital when used.

NOTE 9 : DERIVATIVES
Use of Derivative Instruments

The Utility uses both derivative and non-derivatbamtracts in managing its customers’ exposureioroodity-related price risk, including
forward contracts, swap agreements, futures castrand option contracts.

These instruments are not held for speculativeqaep and are subject to certain regulatory reqeinésn Customer rates are designed to
recover the Utility’s reasonable costs of providgggvices, including the costs related to prick m&nagement activities.

Price risk management activities that meet thenitefin of derivatives are recorded at fair valuetioe Consolidated Balance Sheets. As
as the current ratemaking mechanism discussed abmadns in place and the Utility’s price risk mgament activities are carried out in accordance
with CPUC directives, the Utility expects to recofdly, in rates, all costs related to derivativeBherefore, all unrealized gains and losses &stsal
with the change in fair value of these derivatiaes deferred and recorded within the Utility’s riegory assets and liabilities on the Consolidated
Balance Sheets. Net realized gains or losses mmeoality derivatives are recorded in the cost ofteleity or the cost of natural gas with
corresponding increases or decreases to regulasdaycing accounts for recovery from or refundustomers.

PG&E Corporation and the Utility offset cash cadlal paid or cash collateral received againstairevlue amounts recognized for
derivative instruments executed with the same @patty under a master netting arrangement whereaght of offset and the intention to offset
exist.

The Utility elects the normal purchase and saleption for eligible derivatives. Derivatives tmatjuire physical delivery in quantities that
are expected to be used by the Utility over a nealsie period in the normal course of businessdandot contain pricing provisions unrelated to the
commodity delivered are eligible for the normal ghase and sale exception. The fair value of déviesthat are eligible for the normal purchase
and sales exception are not reflected in the Catateld Balance Sheets at fair value, but are adeduor under the accrual method of
accounting. Therefore, expenses are recognizettased.

Electricity Procurement

The Utility enters into third-party power purchagreements for electricity to meet customer nedtie Utility’s third-party power
purchase agreements are generally accounted feases, but certain third-party power purchaseesgests are considered derivatives. The Utility
elects the normal purchase and sale exceptiorifpble derivatives.

A portion of the Ultility’s third-party power purcha agreements contain markeised pricing terms. In order to reduce volatilitgustome
rates, the Utility may enter into financial instrents, such as futures, options, or swaps, to @fédgtfix and/or cap the price of future purchases
reduce cash flow variability associated with fluattog electricity prices. These financial contsaate considered derivatives.

Electric Transmission Congestion Revenue Rig

The California electric transmission grid, contedllby the CAISO, is subject to transmission coirgavhen there is insufficient
transmission capacity to supply the market. ThéSTAimposes congestion charges on market partiigarmanage transmission congestion. The
revenue generated from congestion charges is &id¢a holders of CRRs. CRRs allow market pardintp to hedge the financial risk of CAISO-
imposed congestion charges in the day-ahead mafket.CAISO releases CRRs through an annual andhtygirocess, each of which includes an
allocation phase (in which load-serving entitiagstsas the Utility, are allocated CRRs at no caseld on the customer demand or “load” they serve)
and an auction phase (in which CRRs are pricedagiteh and available to all market participantshe Ttility can participate in the allocation and
auction phases of the annual and monthly CRR psesesCRRs are considered derivatives.

Natural Gas Procurement (Electric Fuels Portfolic
The Utility’s electric procurement portfolio is exposed to redtgas price risk primarily through physical natugas commodity purchases
fuel natural gas generating facilities, and elettriprocurement contracts indexed to natural gaep. To reduce the volatility in customer ratés,

Utility may enter into financial instruments, suah futures, options, or swaps. The Utility alsteeinto fixedprice forward contracts for natural (
to reduce future cash flow variability from fluctiray natural gas prices. These instruments arsidered derivatives.
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Natural Gas Procurement (Core Gas Supply Portfol

The Utility enters into physical natural gas comiitypdontracts to fulfill the needs of its residexttand smaller commercial customers
known as “core” customers. The Utility does naiqure natural gas for industrial and large comna&ror “non-core,” customers. Changes in
temperature cause natural gas demand to vary dadgthly, and seasonally. Consequently, varyirigmes of natural gas may be purchased or solc
in the multi-month, monthly, and to a lesser exteatly spot market to balance such seasonal swmlydemand. The Utility purchases financial
instruments, such as futures, swaps and optionmra®sf its core winter hedging program in ordenmtanage customer exposure to high natural gas
prices during peak winter months. These finanosttuments are considered derivatives.

Volume of Derivative Activity
At December 31, 2013, the volumes of PG&E Corporesi and the Utility’s outstanding derivatives waefollows:

Contract Volume @)

1 Year or 3 Years or
Greater but Greater but
Less Than 1 Less Than 3 Less Than 5 5 Years or
Underlying Product Instruments Year Years Years Greater )
Natural Gas® Forwards ant
(MMBtus @) Swaps 243,213,28 79,735,00 8,892,50I -
Options 169,123,20 87,689,70 3,450,00I -
Electricity Forwards ant
(Megawat-hours) Swaps 2,537,02: 2,009,50! 2,008,04i 1,534,69!
Congestior
Revenue Right 73,510,44 83,747,78 63,718,51 29,945,85

(1 Amounts shown reflect the total gross derivativRires by commodity type that are expected to sittéach period.

(2) Derivatives in this category expire between 2019 2022.
(3) Amounts shown are for the combined positions ofefleetric fuels and core gas supply portfolios.

(4) Million British Thermal Units.
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At December 31, 2012, the volumes of PG&E Corporesi and the Utility’s outstanding derivatives weaefollows:

Contract Volume )

1 Year or 3 Years or
Greater but Greater but
Less Than 1 Less Than 3 Less Than 5 5 Years or
Underlying Product Instruments Year Years Years Greater )
Natural Gas® Forwards ant
(MMBtus @) Swaps 329,466,51 98,628,39 5,490,00! -
Options 221,587,43 216,279,76 10,050,00 -
Electricity Forwards ant
(Megawat-hours) Swaps 2,537,02: 3,541,04i 2,009,50! 2,538,71!
Options - 239,01! 239,23 119,50¢
Congestior
Revenue Right 74,198,69 74,187,80 74,240,14 25,699,80

1 Amounts shown reflect the total gross derivativRires by commodity type that are expected to sittéach period.

(2) Derivatives in this category expire between 201@ 2023.
(3) Amounts shown are for the combined positions ofetleetric fuels and core gas supply portfolios.

(4) Million British Thermal Units.

Presentation of Derivative Instruments in the Finawial Statements

In PG&E Corporation’s and the Utility’s ConsoliddtBalance Sheets, derivatives are presented ohkesis by counterparty where the
right and the intention to offset exists under at@anetting agreement. The net balances inclut&amding cash collateral associated with

derivative positions.

At December 31, 2013, PG&E Corporation’s and thiéitys outstanding derivative balances were asofek:

(in millions)
Current asset other

(in millions)
Current asset other

Commodity Risk

Gross Total
Derivative Derivative
Cash

Balance Netting Collateral Balance
$ 42 3% (100 $ 16 $ 48
Other noncurrent asse- other 99 4 - 95
Current liabilities— other (122 10 69 (43
Noncurrent liabilities— other (110 4 2 (104)
Total commodity risk $ 91 $ - $ 87 $ (4)

At December 31, 2012, PG&E Corporation’s and thiéitys outstanding derivative balances were asofek:
Commodity Risk
Gross Total
Derivative Derivative
Cash

Balance Netting Collateral Balance
$ 48 3 (25 $ 36 $ 59
Other noncurrent asse- other 99 (12) - 88
Current liabilities- other (25E) 25 11F (11%)
Noncurrent liabilities— other (227) 11 14 (19€)
Total commodity risk $ (329) % - $ 165 $ (164)
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Gains and losses recorded on PG&E Corporation’stamdltility’s derivatives were as follows:

Commodity Risk
For the year ended December 3:

(in millions) 2013 2012 2011

Unrealized gain/(loss- regulatory assets and liabiliti) $ 23t % 391 % 21
Realized los*- cost of electricity? a7¢) (48¢€) (55¢)
Realized loss - cost of natural g&s (22 (38) (106)
Total commodity risk $ 38 $ (133 $ (643)

(1)Unrealized gains and losses on commodity risk-eelderivative instruments are recorded to regufadssets or liabilities, rather than being recorbetthie Consolidated Statements of
Income. These amounts exclude the impact of calidteral postings
(2) These amounts are fully passed through to custoimeases. Accordingly, net income was not impedig realized amounts on these instruments.

Cash inflows and outflows associated with derivegtiare included in operating cash flows on PG&Ep@@tion’s and the Utility’s
Consolidated Statements of Cash Flows.

The majority of the Utility’s derivatives contaimltateral posting provisions tied to the Utilityésedit rating from each of the major credit
rating agencies. At December 31, 2013, the UHlityedit rating was investment grade. If the ithis credit rating were to fall below investment
grade, the Utility would be required to post aduitil cash immediately to fully collateralize sonfié®net liability derivative positions.

The additional cash collateral that the Utility vidbbe required to post if the credit risk-relateshtingency features were triggered was as
follows:

Balance at December 31
(in millions) 2013 2012
Derivatives in a liability position with credit k-related
contingencies that are not fully collaterali: $ (79 $ (26€)
Related derivatives in an asset posii 4 59
Collateral posting in the normal course of busirmretated tc

these derivatives 65 103
Net position of derivative contracts/additional cdiateral
posting requirements® $ (100 $ (104)

(1) This calculation excludes the impact of closedunpiaid positions, as their settlement is not irtgzaby any of the Utility's credit risk-related domgencies.
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NOTE 10 : FAIR VALUE MEASUREMENTS

PG&E Corporation and the Utility measure their caghivalents, trust assets, price risk managemstruiments, and other investments at
fair value. A three-tier fair value hierarchy sablished that prioritizes the inputs to valuatioethodologies used to measure fair value:

« Level 1-Observable inputs that reflect quoted prices (wetdfl) for identical assets or liabilities in aetimarkets.
« Level 2— Other inputs that are directly or indirectly obs#yle in the marketplac
« Level 3—Unobservable inputs which are supported by littla@market activities

The fair value hierarchy requires an entity to maxe the use of observable inputs and minimizeueeof unobservable inputs when
measuring fair value.

Assets and liabilities measured at fair value oecarrring basis for PG&E Corporation and the Utiite summarized below (assets held in
rabbi trusts and other investments are held by PG&Eporation and not the Utility):

Fair Value Measurements
At December 31, 201:

(in millions) Level 1 Level 2 Level 3 Netting M) Total
Assets:
Money market investments $ 226 $ - $ - $ - 3% 22€
Nuclear decommissioning trus
Money market investmen 38 - - - 38
U.S. equity securitie 1,04¢ 11 - 1,05%
Nor-U.S. equity securitie 457 - - - 457
U.S. government and agency securi 76C 15€ - - 91€
Municipal securitie! - 25 - - 25
Other fixed-income securities - 162 - - 162
Total nuclear decommissioning tru(@ 2,301 354 - - 2,65t
Price risk management instrume
(Note 9)
Electricity 2 27 107 3 13¢
Gas - 5 - (1) 4
Total price risk management instrume 2 32 107 2 143
Rabbi trusts
Fixec-income securitie - 39 - - 39
Life insurance contrac - 70 - - 70
Total rabbi trusts - 10¢ - - 10¢
Long-term disability trus
Money market investmen 9 - - - 9
U.S. equity securitie - 14 - - 14
Nor-U.S. equity securitie - 12 - - 12
Fixed-income securities - 122 - - 122
Total lon¢-term disability trus 9 14¢ - - 157
Other investments 84 - - - 84
Total assets $ 262: $ 64z $ 107 $ 2 3 3,37¢
Liabilities:
Price risk management instrume
(Note 9)
Electricity $ 19 8 72 3% 137 % 84) $ 144
Gas 1 3 - (1) 3
Total liabilities $ 20 $ 75 8% 137 $ (85 $ 147

MIncludes the effect of the contractual ability &tle contracts under master netting agreementsnangin cash collateral.
(@ Represents amount before deducting $313 milliomamily related to deferred taxes on appreciatibimeestment value.
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(in millions)

Assets:

Money market investmen
Nuclear decommissioning trus

Money market investmen

U.S. equity securitie

Nor-U.S. equity securitie

U.S. government and agency securi

Municipal securitie!

Other fixed-income securities
Total nuclear decommissioning tru(@
Price risk management instrume
(Note 9)

Electricity

Gas
Total price risk management instrume
Rabbi trust:

Fixec-income securitie

Life insurance contracts
Total rabbi trust:

Long-term disability trus

Money market investmen

U.S. equity securitie

Nor-U.S. equity securitie

Fixec-income securitie
Total long-term disability trust
Total assets
Liabilities:

Price risk management instrume
(Note 9)

Electricity

Gas
Total liabilities

Fair Value Measurements

At December 31, 201

Level 1 Level 2 Level 3 Netting M) Total
$ 20 $ - % - $ - $ 20¢
21 - - - 21
94C 9 - - 94¢
37¢ - - - 37¢
681 13¢ - - 82C
= 59 - - 59
- 175 - - 175
2,021 38C - - 2,401
1 60 80 6 147
- 5 1 (6) -
1 65 81 - 147
= 30 - - 30
- 72 - - 72
- 102 - - 102
10 - - - 10
- 14 - - 14
= 11 - - 11
. 13€ - - 13€
10 161 - - 171
$ 2,241 $ 706 $ 81 $ - $ 3,03(
$ 158 $ 144 % 16C $ (156) $ 302
8 9 - (9 8
$ 165 $ 152 $ 16C $ (165) $ 311

MIncludes the effect of the contractual ability &dtle contracts under master netting agreementsnangin cash collateral.
(@ Represents amount before deducting $240 milliomamily related to deferred taxes on appreciatibimeestment value.
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Valuation Techniques

The following describes the valuation techniquesdu® measure the fair value of the assets anttitiedshown in the table above. All
investments that are valued using a net asset palughare can be redeemed quarterly with notitéorexceed 90 days.

Money Market Investment

PG&E Corporation and the Utility invest in moneynket funds that seek to maintain a stable net asde¢. These funds invest in high
quality, short-term, diversified money market instients, such as U.S. Treasury bills, U.S. agenoyriies, certificates of deposit, and commercial
paper with a maximum weighted average maturityQoéiélys or less. PG&E Corporation’s and the Utgiipvestments in these money market funds
are valued using unadjusted prices for identicag¢tsin an active market and are thus classifiecgeasl 1. Money market funds are recorded as cash
and cash equivalents in the Consolidated BalaneetSh

Trust Assets

The assets held by the nuclear decommissionintsirie rabbi trusts related to the non-qualifieedred compensation plans, and the long-
term disability trust are composed primarily of ggsecurities, debt securities, and life insurapokcies. In general, investments held in thetsu
are exposed to various risks, such as interestaadit, and market volatility risks.

Equity securities primarily include investmentommon stock, which are valued based on unadjystees for identical securities in
active markets and are classified as Level 1. t¥aaicurities also include commingled funds, thatwalued using a net asset value per share and ar
composed of equity securities traded publicly ochexges across multiple industry sectors in the &h8 other regions of the world and are
classified as Level 2. Price quotes for the adsat by these funds are readily observable anitbée

Debt securities are primarily composed of U.S. gorent and agency securities, municipal securiéied,other fixed-income securities,
including corporate debt securities. U.S. govermina&d agency securities primarily consist of U.&asury securities that are classified as Level 1
because the fair value is determined by observahl&et prices in active markets. A market appraagenerally used to estimate the fair value of
debt securities classified as Level 2 using evalligricing data, such as broker quotes, for sinséaurities adjusted for observable
differences. Significant inputs used in the vahratmodel generally include benchmark yield curaed issuer spreads. The external credit ratings,
coupon rate, and maturity of each security areidensd in the valuation model, as applicable.

Price Risk Management Instrument

Price risk management instruments include physindlfinancial derivative contracts, such as poweclmase agreements, forwards, swaps,
options, and CRRs that are traded either on anaggehor over-the-counter.

Power purchase agreements, forwards, and swapslaet using a discounted cash flow model. Excedraed forwards and swaps that
are valued using observable market forward prioethie underlying commaodity are classified as LelvelOver-the-counter forwards and swaps that
are identical to exchange-traded forwards and swapse valued using forward prices from brokertgadhat are corroborated with market data are
classified as Level 2. Exchange-traded optionvakleed using observable market data and markepioorated data and are classified as Level
2. Long-dated power purchase agreements thatduwed/using significant unobservable data are ifledss Level 3. These Level 3 contracts are
valued using either estimated basis adjustments figuid trading points or techniques, includingrapolation from observable prices, when a
contract term extends beyond a period for whichketadata is available.

The Utility holds CRRs to hedge the financial rifkCAISO-imposed congestion charges in the day-Gnesrket. CRRs are valued based
on prices observed in the CAISO auction, whichdiseounted at the risk-free rate. Limited markaads available in the CAISO auction and
between auction dates; therefore, the Utility umesels to forecast CRR prices for those periodsaetred in the auctions. CRRs are classified as
Level 3.
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Other Investments

Other investments in common stock are valued basedadjusted prices for the investments and dieetictraded on public
exchanges. These investments are therefore coeditevel 1 assets.

Transfers between Levels

PG&E Corporation and the Utility recognize any sfans between levels in the fair value hierarchgfale end of the reporting period. For
the years ended December 31, 2013 and 2012, treeene significant transfers between levels.

Level 3 Measurements and Sensitivity Analysis

The Utility’s market and credit risk managementdiion, which reports to the Chief Risk Officer aktUtility, is responsible for
determining the fair value of the Utility’s pricesk management derivatives. Market and creditmskagement utilizes models to derive pricing
inputs for the valuation of the Utility’s Level Bstruments. These models use pricing inputs fravkedss and historical data. The market and credit
risk management function and the Utility’s finarfaaction collaborate to determine the appropriaievalue methodologies and classification for
each derivative. Inputs used and fair value ofdl@vinstruments are reviewed period-over-periadl @mpared with market conditions to determine
reasonableness.
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CRRs and power purchase agreements are valuedhistongical prices or significant unobservable itgpderived from internally developed
models. Historical prices include CRR auction @sic Unobservable inputs include forward elecripiices. Significant increases or decreases in
any of those inputs would result in a significarftlgher or lower fair value, respectively. All smmable costs related to Level 3 instruments are
expected to be recoverable through customer rdteefore, there is no impact to net income resgifiom changes in the fair value of these
instruments. (See Note 9 above.)

Fair Value at

(in millions) December 31, 201.

Fair Value Measurement Assets Liabilities Valuation Technigue Unobservable Input Range()
(6.47) -

Congestion revenue rigk $ 107 $ 32 Market approacl CRR auction price $12.04

Power purchase agreeme $ - % 10t Discounted cash flo\ Forward price: $23.43- 51.7¢

(1) Represents price per megawatt-hour

Fair Value at

(in millions) December 31, 201

Fair Value Measurement Assets Liabilities Valuation Technigue Unobservable Input Range(®)
(9.04)-

Congestion revenue rigr $ 80 $ 16 Market approacl CRR auction price $55.15

Power purchase agreeme $ - % 14E Discounted cash flo\ Forward price: $8.59- 62.90

(1) Represents price per megawatt-hour
Level 3 Reconciliation

The following table presents the reconciliation lfevel 3 price risk management instruments forytsars ended December 31, 2013 and
2012, respectively:

Price Risk Management

Instruments
(in millions) 2013 2012
Liability balance as of January 1 $ (79) $ (74)
Realized and unrealized gains (loss
Included in regulatory assets and liabilities dabaing account§) 49 (5)
Liability balance as of December 3: $ 300 $ (79

(1 The costs related to price risk management aasire recoverable through customer rates, therdfatancing account revenue is recorded for ans@ettled and purchased and
there is no impact to net income. Unrealized gamslosses are deferred in regulatory liabilitied assets
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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, net atsoeceivable, sh-term borrowings, accounts payable, customer depasid the Utilit’s
variable rate pollution control bond loan agreemeqtproximate their carrying values at Decembef813 and 2012, as they are shertr

in nature or have interest rates that reset d

« The fair values of the Utility’s fixed-rate seninotes and fixed-rate pollution control bonds an®&EGCorporation’s fixedrate senior nott
were based on quoted market prices at Decemb@0338,and 201Z

The carrying amount and fair value of PG&E Corpiords and the Utility's debt instruments were akkdiws (the table below excludes
financial instruments with carrying values that mpgimate their fair values):

At December 31,

2013 2012
Carrying Level 2 Fair Carrying Level 2 Fair
(in millions) Amount Value Amount Value
Debt (Note 4)
PG&E Corporatior $ 35C $ 354 % 34 $ 371
Utility 12,33¢ 13,44« 11,64¢ 13,94¢
Available for Sale Investment
The following table provides a summary of availaflesale investments:
Total Total
Amortized Unrealized Unrealized Total Fair
(in millions) Cost Gains Losses Value
As of December 31, 201
Nuclear decommissioning trus
Money market investmen $ 38 % - 8% - 8 38
Equity securitie!
U.S. 24¢€ 811 - 1,057
Nor-U.S. 21F 242 - 457
Debt securitie:
U.S. government and agency secur 87C 51 5) 91€
Municipal securitie 24 2 (D] 25
Other fixerincome securitie 163 1 (2) 162
Total nuclear decommissioning trusts 1,55¢ 1,107 (8) 2,65¢
Other investment 13 71 - 84
Total $ 156¢ $ 1,17¢  $ 8) $ 2,73¢
As of December 31, 201
Nuclear decommissioning trus
Money market investmen $ 21 % - 8 - 8 21
Equity securitie:
u.s. 331 61¢ - 94¢
Nor-U.S. 19¢ 181 (1) 37¢
Debt securitie!
U.S. government and agency securi 723 97 - 82C
Municipal securitie 56 4 (D) 59
Other fixed-income securities 16¢ 5 - 17%
Total () $ 1,49¢ $ 90t $ 2 $ 2,401

(1) Represents amounts before deducting $313 milich$240 million at December 31, 2013 and 2012, aetiyely, primarily related to deferred taxes opragiation of investment
value.
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The fair value of debt securities by contractuaturity is as follows:

As of
December 31
(in millions) 2013
Less than 1 yes $ 22
1-5 years 51¢
5-10 years 23C
More than 10 years 332
Total maturities of debt securities $ 1,102
The following table provides a summary of actiiity the debt and equity securities:
2013 2012 2011
(in millions)
Proceeds from sales and maturities of nuclear degssioning trus
investments $ 1,61¢ $ 1,132 $ 1,92¢
Gross realized gains on sales of securities heiaitabl«-for-sale 94 19 43
Gross realized losses on sales of securities Iseddva@ilabl-for-sale (13 (17) (30
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NOTE 11 : EMPLOYEE BENEFIT PLANS

PG&E Corporation and the Utility provide a non-aimitory defined benefit pension plan for eligilelmployees, as well as contributory
postretirement medical plans for retirees and thlgible dependents, and non-contributory poseatent life insurance plans for eligible employees
and retirees. Additionally, eligible employeesehimfter December 31, 2012 participate in the batdnce plan that was added to the defined benefit
pension plan in 2012. Eligible employees hirecbbeDecember 31, 2012 were given a one-time elettigarticipate in the cash balance plan
prospectively, or to continue participating in thasting defined benefit plan. The trusts undexytertain of these plans are qualified trusts witth
Internal Revenue Code of 1986, as amended. kicecbnditions are met, PG&E Corporation and thiitYtan deduct payments made to the
qualified trusts, subject to certain limitatiolBG&E Corporation and the Utility use a Decembengsurement date for all plans.

PG&E Corporation’s and the Utility’s funding poliéy to contribute tax-deductible amounts, consistéth applicable regulatory decisions
and federal minimum funding requirements. Baseshugurrent assumptions and available informatiea,Utility’s minimum funding requirements
related to its pension plans was zero.

Change in Plan Assets, Benefit Obligations, and Faied Status

The following tables show the reconciliation of ngas in plan assets, benefit obligations, and ldmespaggregate funded status for pension
benefits and other benefits for PG&E Corporationimy2013 and 2012:

Pension Benefits

(in millions) 2013 2012
Change in plan assets

Fair value of plan assets at January . $ 12,14: $ 10,99:¢
Actual return on plan asse 673 1,48¢
Company contribution 328 282
Benefits and expenses paid (610) (622)
Fair value of plan assets at December & $ 12,527 $ 12,14

Change in benefit obligation:

Projected benefit obligation at January 1 $ 1554. $ 14,00(
Service cost for benefits earn 46€ 39¢
Interest cos 627 65¢&
Actuarial (gain) los! (2,950 1,09¢
Plan amendmen - 9
Transitional cost 1 1
Benefits and expenses paid (610) (622)
Projected benefit obligation at December 3(1) $ 14,077 $ 15,54
Funded status:

Current liability $ 6 $ (6)
Noncurrent liability (1,544 (3,399
Accrued benefit cost at December 3 $ (1,550 $ (3,400

(1) PG&E Corporation’s accumulated benefit obligatizas $12,659 million and $13,778 million at Decembi, 2013 and 2012, respectively.
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Other Benéefits

(in millions)

Change in plan assets

Fair value of plan assets at January :
Actual return on plan asse

Company contribution

Plan participant contributio

Benefits and expenses paid

Fair value of plan assets at December :

Change in benefit obligation:
Benefit obligation at January 1
Service cost for benefits earn
Interest cos

Actuarial gain

Plan amendmen

Benefits paic

Federal subsidy on benefits pi
Plan participant contributior

Benefit obligation at December 3:

Funded status®:

Noncurrent asse

Noncurrent liability

Accrued benefit cost at December 3

2013 2012
$ 1,75¢ $ 1,491
64 191
145 14¢
64 55
(139 (128)
$ 189 $ 1,75¢
$ 1,940 $ 1,88¢
53 49
74 83
(415 (23)
- 5
(122 (11€
4 5
64 55
$ 1591 $ 1,94(
$ 352 $ :
(57) (181)
$ 29E 3 (181)

(W At December 31, 2013, the postretirement medical plas in an overfunded position and the postratrg life insurance plan was in an underfundedtiposiAt December 31,

2012, both the postretirement medical plan angtstretirement life insurance plan were in undestdhpositions

There was no material difference between PG&E Quatom and the Utility for the information disclakabove.
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Components of Net Periodic Benefit Cost
Net periodic benefit cost as reflected in PG&E @ogtion’s Consolidated Statements of Income wdslbsvs:

Pension Benefits

(in millions) 2013 2012 2011
Service cost for benefits earn $ 46 $ 3% $ 32C
Interest cos 627 65€ 66C
Expected return on plan ass (650) (59¢) (669)
Amortization of prior service co: 20 20 34
Amortization of net actuarial lo¢ 111 123 50
Net periodic benefit cosi 57€ 59¢ 39t
Less: transfer to regulatory acco® (23¢) (301) (13¢)
Total $ 33 $ 29t $ 25€

() The Utility recorded these amounts to a regulasmgount as they are probable of recovery from custs in future rates.

Other Benéefits

(in millions) 2013 2012 2011

Service cost for benefits earn $ 53 $ 49 $ 42
Interest cos 74 83 91
Expected return on plan ass (79) (77) (82
Amortization of transition obligatio - 24 26
Amortization of prior service co: 23 25 27
Amortization of net actuarial loss 6 6 4
Net periodic benefit cost $ 77 $ 11C $ 10€

There was no material difference between PG&E Qaitim and the Utility for the information disclasabove.
Components of Accumulated Other Comprehensive Incom

PG&E Corporation and the Utility record the netipdic benefit cost for pension benefits and othediits as a component of accumulated
other comprehensive income, net of tax. Net p&ibdnefit cost is composed of unrecognized pmovise costs, unrecognized gains and losses
unrecognized net transition obligations as comptmehaccumulated other comprehensive income, fneixo

Regulatory adjustments are recorded in the CoretelitiStatements of Income and Consolidated Balgheets to reflect the difference
between pension expense or income calculated oréasce with GAAP for accounting purposes and menskpense or income for ratemaking,
which is based on a funding approach. A reguladaljystment is also recorded for the amounts tleaiddvotherwise be charged to accumulated ¢
comprehensive income for the pension benefitsadltd the Utility’s defined benefit pension plaho the extent the other benefits are in an
overfunded position, the Utility records a regutgtlability related to its other benefits and lotggm disability costs, for the excess of cumukativ
income for ratemaking over cumulative other besafitpense calculated in accordance with GAAP, gmatigon of the credit balance in accumul:
other comprehensive income. However, this recowgghanism does not allow the Utility to recoreeguiatory asset for an underfunded position
related to other benefits. Therefore, the chaegeains in accumulated other comprehensive incooss)(for other benefits.
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The estimated amounts that will be amortized irgbperiodic benefit costs for PG&E Corporation 812 are as follows:

Pension Benefil

(in millions)

Unrecognized prior service cc $ 20

Unrecognized net loss 2
Total $ 22

Other Benéefits

(in millions)

Unrecognized prior service cc $ 23

Unrecognized net loss 2
Total $ 25

There were no material differences between thenastid amounts that will be amortized into net plcddenefit costs for PG&E
Corporation and the Utility.

Valuation Assumptions

The following actuarial assumptions were used ieheining the projected benefit obligations andrieeperiodic benefit costs. The
following weighted average year-end assumptiongwsed in determining the plans’ projected bemdfigations and net benefit cost.

Pension Benefits Other Benefits
December 31 December 31
2013 2012 2011 2013 2012 2011
Discount rate 4.8%% 3.98% 4.6€% 4.70- 5.0(% 3.75- 4.0t% 4.41- 4.7%
Average rate of future
compensation increase 4.0(% 4.0(% 5.0(% - - -
Expected return on plan asset: 6.5(% 5.4(% 5.5(% 3.50- 6.7(% 2.90- 6.1(% 4.40- 5.5(%

The assumed health care cost trend rate as of ere3th, 2013 was 8%, decreasing gradually to &maié trend rate in 2020 and beyond
of approximately 5%. A one-percentage-point changessumed health care cost trend rate would tievéollowing effects:

One- One-
Percentag¢ Percentag¢
Point Point
(in millions) Increase Decrease
Effect on postretirement benefit obligati $ 86 $ (89)
Effect on service and interest c 9 9)
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Expected rates of return on plan assets developed by determining projected stock andilveturns and then applying these returns to
the target asset allocations of the employee beplefi trusts, resulting in a weighted average oéteturn on plan assets. Returns on fixed-income
debt investments were projected based on real ityatund credit spreads added to a long-term inftatate. Returns on equity investments were
estimated based on estimates of dividend yieldraaldearnings growth added to a long-term inflatimie. For the pension plan, the assumed return
of 6.5% compares to a ten-year actual return &f68.The rate used to discount pension benefitooémel benefits was based on a yield curve
developed from market data of over approximately A8-grade non-callable bonds at December 31, 20h8 yield curve has discount rates that
vary based on the duration of the obligations. &$tamated future cash flows for the pension bémefid other benefit obligations were matched to
the corresponding rates on the yield curve to @éesiweighted average discount rate.

Investment Policies and Strategies

The financial position of PG&E Corporation’s ane tltility’s funded employee benefit plans is driventhe relationship between plan
assets and liabilities. As noted above, the fursdatiis is the difference between the fair valuglaf assets and projected benefit
obligations. Volatility in funded status occursevhasset values change differently from liabiliglues and can result in fluctuations in costs for
financial reporting, as well as the amount of mimimcontributions required under the Employee Reiinet Income Security Act of 1974, as
amended. PG&E Corporation’s and the Utility’s istreent policies and strategies are designed teaserthe ratio of trust assets to plan liabiliges
an acceptable level of funded status volatility.

Interest rate, credit, and equity risk are the #eterminants of PG&E Corporation’s and the Utiktyunded status volatility. In addition to
affecting the trust’s fixed-income portfolio marketlues, interest rate changes also influencelitipbaluations as discount rates move with current
bond yields. To manage this risk, PG&E Corporasi@nd the Utility’s trusts hold significant alldgans to fixed-income investments that include
U.S. government securities, corporate securitied,ather fixed-income securities. Although thenteibute to funded status volatility, equity
investments are held to reduce long-term fundirggscdue to their higher expected return. The gguitestment allocation is implemented through
portfolios that include common stock and commindletds across multiple industry sectors. Realtassad absolute return investments are held to
diversify the trust’s holdings in equity and fixattome investments by exhibiting returns with logvrelation to the direction of these markets. Real
assets include commodities futures, REITS, glabt#d infrastructure equities, and private readtestunds. Absolute return investments include
hedge fund portfolios.

Target allocations for equity investments have gahedeclined in favor of longer-maturity fixedgéome investments and real assets as a
means of dampening future funded status volatigrivative instruments such as equity index fusurentracts are used to maintain existing equity
exposure while adding exposure to fixed-income stes. In addition, derivative instruments susheguity index futures and fixed income futures
are used to rebalance the fixed income/equity aflon of the pension’s portfolio. Foreign curreroychange contracts are also used to hedge a
portion of the currency of the global equity invastts.

PG&E Corporation and the Utility apply a risk maaegent framework for managing the risks associatéidemployee benefit plan trust
assets. The guiding principles of this risk mamaget framework are the clear articulation of raesd responsibilities, appropriate delegation of
authority, and proper accountability and documémtat Trust investment policies and investment nganguidelines include provisions designed to
ensure prudent diversification, manage risk throaggropriate use of physical direct asset holdargsderivative securities, and identify permitted
and prohibited investments.

The target asset allocation percentages for majgories of trust assets for pension and othezfligrtans are as follows:

Pension Benefits Other Benefits
2014 2013 2012 2014 2013 2012
Global equity securitie 25% 25% 35% 3C% 28% 38%
Absolute returr 5% 5% 5% 3% 4% 4%
Real asset 10% 10% 10% 8% 8% 8%
Extended fixe-income securitie 3% 3% 3% -% -% -%
Fixed-income securities 57% 57% 47% 5% 6C% 5C%
Total 10(% 10(% 10(% 10(% 10(% 10(%
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Fair Value Measurements

The following tables present the fair value of pémsets for pension and other benefits plans bgmaaget category at December 31, 2013
and 2012.

Fair Value Measurements
At December 31,

2013 2012
(in millions) Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Pension Benefits:
Money market investmen  $ 70 $ - % - % 70 $ 112 $ - 8 - $ 112
Global equity securitie 1,12: 2,367 - 3,48¢ 40z 3,017 - 3,41¢
Absolute returr - - 554 554 - - 513 513
Real asset 562 - 544 1,10¢ 52t - 28t 81C
Fixec-income securities
U.S. governmer 1,281 31¢ - 1,60( 1,57¢ 13¢ - 1,71¢
Corporate 1 4,23( 62F 4,85¢ 3 427" 611 4,88¢
Other 16€ 55¢& - 721 - 57¢€ - 57¢€
Total $ 3,20 $ 7467 $ 1,72 $ 12390 $ 2,61t $ 8,007 $ 1,40¢ $ 12,03¢
Other Benefits:
Money market investmen  $ 31 $ - % - % 31 $ 77 $ - 8 - $ 77
Global equity securitie 127 504 - 631 11¢€ 397 - 51k
Absolute returr - - 53 53 - - 49 49
Real asset 67 - 38 10E 68 - 28 96
Fixec-income securities
U.S. governmer 11¢ 5 - 124 14¢€ 5 - 158
Corporate 4 894 2 90C 9 79E 1 80t
Other 14 37 - 51 - 38 - 38
Total $ 362 $ 1,44C $ 93 $ 1,898 $ 42C $ 123 $ 78 $ 1,73¢
Total plan assets at fair
value $ 14,28¢ $ 13,761

In addition to the total plan assets disclosediatalue in the table above, the trusts had atieéassets of $131 million and $132 million at
December 31, 2013 and 2012, respectively. Thesassets and net liabilities were comprised prilpafi cash, accounts receivable, accounts
payable, and deferred taxes.
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Valuation Techniques

The following describes the valuation techniquesdu® measure the fair value of the assets anttitiedshown in the table above. All
investments that are valued using a net asset palughare can be redeemed quarterly with a notit& exceed 90 days.

Money Market Investment

Money market investments consist primarily of comghed funds of U.S. government shietm securities that are considered Level 1 a
and valued at the net asset value of $1 per amie number of units held by the plan fluctuateseHam the unadjusted price changes in active
markets for the funds’ underlying assets.

Equity Securities

The global equity categories include equity invesiis in common stock and equity-index futures, @mmingled funds comprised of
equity across multiple industries and regions efulorld. Equity investments in common stock atévaly traded on public exchanges and are
therefore considered Level 1 assets. These eiquiggtments are generally valued based on unadjpsiees in active markets for identical
securities. Equity-index futures are valued basednadjusted prices in active markets and arellleassets. Collateral posted related to these
futures consist of money market investments thatansidered Level 1 assets. Commingled fundsaued using a net asset value per share and
are maintained by investment companies for larggtirtional investors and are not publicly tradé&bmmingled funds are comprised primarily of
underlying equity securities that are publicly #eddn exchanges, and price quotes for the asddtbhéhese funds are readily observable and
available. Commingled funds are categorized agL2wassets.

Absolute Returr

The absolute return category includes portfoliobarfge funds that are valued using a net asset paiushare based on a variety of
proprietary and non-proprietary valuation methadsluding unadjusted prices for publicly-tradedigéees in active markets. Hedge funds are
considered Level 3 assets.

Real Asset:

The real asset category includes portfolios of cawdlities, commodities futures, global REITS, glolisted infrastructure equities, and
private real estate funds. The commodities, comtiesdutures, global REITS, and global listed &sfiructure equities are actively traded on a pt
exchange and are therefore considered Level 1sasGellateral posted related to the commoditiésrés consist of money market investments that
are considered Level 1 assets. Private real dsiiadis are valued using a net asset value per sgleaireed using appraisals, pricing models, and
valuation inputs that are unobservable and areideres] Level 3 assets.

Fixed-Income
The fixed-income category includes U.S. governnsecurities, corporate securities, and other fixeaine securities.

U.S. government fixed-income primarily consistdJo§. Treasury notes and U.S. government bondsitbatalued based on quoted market
prices or evaluated pricing data for similar sesiadjusted for observable differences. Theseries are categorized as Level 1 or Level 2tasse

Corporate fixed-income primarily includes investrngrade bonds of U.S. issuers across multiple ingissthat are valued based on a
compilation of primarily observable information fmoker quotes in non-active markets. The fair gaficorporate bonds is determined using
recently executed transactions, market price gaosi(where observable), bond spreads or creditulte$wap spreads obtained from independent
external parties such as vendors and brokers adjfist any basis difference between cash and demvimstruments. These securities are classified
as Level 2 assets. Corporate fixed-income aldodies commingled funds that are valued using asstt value per share and are comprised of
corporate debt instruments. Commingled funds ansidered Level 2 assets. Corporate fixed-incoseiacludes privately secured debt portfolios
which are valued using a net asset value per sisémg pricing models and valuation inputs thatlarebservable and are considered Level 3 assets.
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Other fixed-income primarily includes pass-throwgtd asset-backed securities. Pass-through sesuait valued based on benchmark
yields created using observable market inputs amdl@vel 2 assets. As-backed securities are primarily valued based okdirquotes and are
considered Level 2 assets. Other fixed-incomeialdades municipal bonds and index futures. Qetld posted related to the index futures consist
of money market investments that are considereglLbassets. Municipal bonds are valued basedoomilation of primarily observable
information or broker quotes in non-active marlatd are considered Level 2 assets. Futures axed/abhsed on unadjusted prices in active markets

and are Level 1 assets.

Transfers Between Levels

Any transfers between levels in the fair value dielny are recognized as of the end of the repop#rgd. No significant transfers between

levels occurred in the years ended December 313 26d 2012.

Level 3 Reconciliation

The following table is a reconciliation of changeshe fair value of instruments for pension anlgeotbenefit plans that have been classified

as Level 3 for the years ended December 31, 20d 2@h2:

(in millions)
Balance as of January 1, 2C
Actual return on plan asse
Relating to assets still held at the reporting
Relating to assets sold during the pel
Purchases, issuances, sales, and settlel
Purchase
Settlements
Balance as of December 31, 20:

Actual return on plan asse
Relating to assets still held at the reporting
Relating to assets sold during the pel
Purchases, issuances, sales, and settlel
Purchase
Settlements

Balance as of December 31, 20:

(in millions)
Balance as of January 1, 2C
Actual return on plan asse
Relating to assets still held at the reporting
Relating to assets sold during the pel
Purchases, issuances, sales, and settlei
Purchase
Settlements
Balance as of December 31, 20:

Actual return on plan asse
Relating to assets still held at the reporting
Relating to assets sold during the pel
Purchases, issuances, sales, and settlel
Purchase
Settlements

Balance as of December 31, 20:

There were no transfers out of Level 2003 and 2012.
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Pension Benefits

Absolute Corporate
Return Fixed-Income Real Assets Total
$ 487 $ 58t $ 65 1,137
26 28 12 66
- (1) - ()
- 12 20¢€ 22C
- (13) - 13
$ 51z $ 611 $ 28E 1,40¢
37 1 49 87
4 - (©) 1
- 20 352 372
- ) (139) (14€)
$ 554 $ 62 $ 544 1,72¢
Other Benefits
Absolute Corporate
Return Fixed-Income Real Assets Total
$ 47 % 1 6 54
2 - 1 3
- 1 21 22
- €] - €]
$ 49 3 1 3 28 78
4 - 3 7
12 1 21 34
(12 - (14) (26)
$ 53 $ 2 9 38 93




Cash Flow Information
Employer Contributions

PG&E Corporation and the Utility contributed $328lion to the pension benefit plans and $145 millto the other benefit plans in
2013. These contributions are consistent with P@®Eporation’s and the Utility’s funding policy, wdh is to contribute amounts that are tax-
deductible and consistent with applicable regulatiicisions and federal minimum funding requirermemone of these pension or other benefits
were subject to a minimum funding requirement reggia cash contribution in 2013. The Utility’srsgon benefits met all the funding requirements
under ERISA. PG&E Corporation and the Utility egpt make total contributions of approximately $3gillion and $71 million to the pension
plan and other postretirement benefit plans, raapgyg, for 2014.

Benefits Payments and Recei

As of December 31, 2013, the estimated benefiteeted to be paid and the estimated federal sulssidigected to be received in each of
the next five fiscal years, and in aggregate ferfihe fiscal years thereafter, are as follows:

Federal
(in millions) Pension Other Subsidy
2014 $ 61z $ 90 $ (6)
2015 652 95 @)
2016 692 10C 8)
2017 73C 107 (8)
2018 76€ 113 9)
2019- 2023 4,32¢ 60¢ (35

There were no material differences between thenastid benefits expected to be paid by PG&E Corjmoraind paid by the Utility for the
years presented above. There were also no matéfezences between the estimated subsidies esgéatbe received by PG&E Corporation :
received by the Utility for the years presentedvabo

Defined Contribution Benefit Plans

PG&E Corporation sponsors employee retirement gagvilans, including a defined contribution saviplgs that is qualified as a 401(k)
plan under the Internal Revenue Code 1986, as aederithese plans permit eligible employees to dederpensation, to make pre-tax and after-tax
contributions, and provide for employer contribngdo be made to eligible participants. Employmrtdbution expense reflected in PG&E
Corporation’s Consolidated Statements of Income ag®llows:

(in millions)

Year ended December 31

2013 $ 71
2012 67
2011 65

There were no material differences betwberemployer contribution expense for PG&E Corporaand the Utility for the years
presented above.
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NOTE 12: RESOLUTION OF REMAINING CHAPTER 11 DISPUTE D CLAIMS

Various electricity suppliers filed claims in theility’s proceeding filed under Chapter 11 of theSUBankruptcy Code seeking payment for
energy supplied to the Utility’s customers betwdtay 2000 and June 2001. These claims, which tilyiisputes, are being addressed in various
FERC and judicial proceedings in which the Stat€alifornia, the Utility, and other electricity mivasers are seeking refunds from electricity
suppliers, including governmental entities, for@yarges incurred in the CAISO and the Califorrosver Exchange wholesale electricity markets
during this period.

While the FERC and judicial proceedings are pendimg Utility has pursued, and continues to purse#lements with electricity
suppliers. The Utility entered into a number dflsenent agreements with various electricity sugyglito resolve some of these disputed claims a
resolve the Utility’s refund claims against thekecgicity suppliers. These settlement agreempruside that the amounts payable by the parties are
in some instances, subject to adjustment baseleoautcome of the various refund offset and intdsssies being considered by the FERC. The
Utility is uncertain when and how the remainingpdited claims will be resolved.

Any net refunds, claim offsets, or other creditt e Utility receives from electricity suppligtgough resolution of the remaining disputed
claims, either through settlement or through thecagsion of the various FERC and judicial procegdirare refunded to customers through rates in
future periods.

The following table presents the changes in theameimg net disputed claims liability, which inclumterest:

(in millions)

Balance at December 31, 20 $ 84z
Interest accrued, net of settlem 25
Less: supplier settlemer-principal amoun (3
Balance at December 31, 201 $ 864

At December 31, 2013 and 2012, the remaining rsgiudéd claims liability consisted of $154 millionde$157 million, respectively, of
remaining net disputed claims (classified on thesttidated Balance Sheets within accounts payablsputed claims and customer refunds) and
$710 million and $685 million, respectively, of ased interest (classified on the Consolidated BadeBheets within interest payable).

At December 31, 2013 and 2012, the Utility held Bagllion, respectively, in escrow, including eadraterest, for payment of the
remaining net disputed claims liability. These amts are included within restricted cash on thedotdated Balance Sheets.

Interest accrues on the remaining net disputedhslait the FERC-ordered rate, which is higher tharrate earned by the Utility on the
escrow balance. Although the Utility has beeneatlhg the difference between the accrued intenedtthe earned interest from customers in rates,
these collections are not held in escrow. If tn@ant of accrued interest is greater than the atafuinterest ultimately determined to be owed on
the remaining net disputed claims, the Utility wbukfund to customers any excess interest collecté@ amount of any interest that the Utility may
be required to pay will depend on the final deteredi amount of the remaining net disputed claimsveimeh such interest is paid.

NOTE 13: RELATED PARTY AGREEMENTS AND TRANSACTIONS

The Utility and other subsidiaries provide and reeearious services to and from their parent, PG&dEporation, and among
themselves. The Utility and PG&E Corporation exg@administrative and professional services ipettpf operations. Services provided dire
to PG&E Corporation by the Utility are priced aéthigher of fully loaded cost (i.e., direct cosgoid or service and allocation of overhead casts)
fair market value, depending on the nature of trgises. Services provided directly to the Utility PG&E Corporation are generally priced at the
lower of fully loaded cost or fair market value pgeding on the nature and value of the servic&&BPCorporation also allocates various corporate
administrative and general costs to the Utility attter subsidiaries using agreed-upon allocatiotofa, including the number of employees,
operating and maintenance expenses, total asadtstlzer cost allocation methodologies. Managerbeli¢ves that the methods used to allocate
expenses are reasonable and meet the reportirgcandnting requirements of its regulatory agencies.
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The Utility’s significant related party trsactions were:
Year Ended December 31

(in millions) 2013 2012 2011
Utility revenues from:
Administrative services provided to PG&E Corporal $ 7 $ 7 $ 6
Utility expenses from:
Administrative services received from PG¢

Corporation $ 45 % 50 $ 49
Utility employee benefit due to PG&E Corporati 57 51 33

At December 31, 2013 and 2012, the Utligyl receivables of $22 million and $19 milliorspectively, from PG&E Corporation
included in accounts receivable — other and otbacuarrent assets — other on the Utility’s ConsaéidaBalance Sheets, and payables of $17 million,
each year respectively, to PG&E Corporation inctliscleaccounts payable — other on the Utility’s Gulitated Balance Sheets.
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NOTE 14: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have significamntingencies arising from their operations, inchgdcontingencies related to natural gas
matters and environmental remediation. The Utdigo has substantial financial commitments in eation with agreements entered into to support
its operating activities. PG&E Corporation alss fiaancial commitments described under “Other Caments” below.

Natural Gas Matters

On September 9, 2010, a natural gas trssgon pipeline owned and operated by the Utilitgtared in San Bruno, California. The
ensuing explosion and fire resulted in the deatlesght people, numerous personal injuries, andresive property damage. PG&E Corporation’s
and the Utility’s financial condition, results operations, and cash flows have been materiallyctgteby the costs the Utility has incurred reldted
the ongoing regulatory proceedings, investigatiansl, civil lawsuits that commenced following thex®xuno accident.

Pending CPUC Investigation

There are three CPUC investigative enforcementgatings pending against the Utility that relatélfothe Utility’s safety recordkeeping
for its natural gas transmission system, (2) thétyJs operation of its natural gas transmissidpgline system in or near locations of higher
population density, and (3) the Utility’s pipelimestallation, integrity management, recordkeepind ather operational practices, and other events or
courses of conduct, that could have led to or doutied to the San Bruno accident.

The SED has issued investigative reports and biriedach of these investigations alleging thatltigty committed numerous violations of
applicable laws and regulations. In July 2013,8ED recommended that the CPUC impose what the @&Eacterizes as a penalty of $2.25 billion
on the Utility, allocated as follows: (1) $300 haih as a fine to the State General Fund, (2) $%8kon for a portion of costs related to the Uiils
PSEP that were previously disallowed by the CPU€fanded by shareholders, and (3) $1.515 billiopeadorm PSEP work that was previously
approved by the CPUC, implement operational rensedied for future costs. (See “Disallowed Caftats” below.) Other parties, including the
City of San Bruno, TURN, the CPUC’s ORA, and th&yGind County of San Francisco, have recommendatigenalties of at least $2.25 billion,
including fines payable to the State General Furdiftering amounts.

The ALJs who oversee the investigations are exgdotéessue one or more presiding officers’ decisitimaddress the violations that they
have determined the Utility committed and to imppeaalties. It is uncertain when the decision$vélissued. Based on the CPUC's rules, the
presiding officer’s decisions would become thelfuecisions of the CPUC 30 days after issuancessritee Utility or another party filed an appeal
with the CPUC, or a CPUC commissioner requesteitkiieaCPUC review the decision, within such tintiean appeal or review request is filed, ot
parties would have 15 days to provide commentsHauCPUC could act before considering any comments.

At December 31, 2013, the Consolidated BalancetSleeluded an accrual of $200 million in otherremt liabilities for the minimum
amount of fines deemed probable that the Utilit}f pay to the State General Fund. The Utility iahle to make a better estimate due to the many
variables that could affect the final outcome, inibthg how the total number and duration of violatiavill be determined; how the various penalty
recommendations made by the SED and other partielserconsidered; how the financial and tax impafcinrecoverable costs the Utility has
incurred, and will continue to incur, to improvestiafety and reliability of its pipeline system|lwe considered; whether the Utility’s costs to
perform any required remedial actions will be cdaséd; and how the CPUC will respond to public pues. Future changes in these estimates «
assumptions on which they are based could haveerimlampact on PG&E Corporation’s and the Utiktfinancial condition, results of operations,
and cash flows. The CPUC may impose fines on tilgythat are materially higher than the amouctraed and may disallow PSEP costs that \
previously authorized for recovery or other futaosts. Disallowed capital investments would begbé to net income in the period in which the
CPUC orders such a disallowance. See “Disallowapit@l Costs” below. Future disallowed expensecapital costs would be charged to net
income in the period incurred.
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Other CPUC Enforcement Matters

PG&E Corporation and the Utility are unable tomstie the amount or range of reasonably possibdedothat may be incurred in
connection with the following matters.

Gas Safety Citation ProgramThe Utility and other California gas corporatiome eequired to provide notice to the SED of any-sel
identified or self-corrected violations of certaitate and federal regulations that relate to thetysaf their natural gas facilities and operating
practices. The SED is authorized to issue citatenmd impose fines for self-identified or self-emted violations and for violations that the SED
identifies through its periodic audits of the Uyils operations or otherwise. The SED can exeritssg@iscretion in determining whether to impose
fines and the amount of such fines, or whetheake bther enforcement action, based on the towflitize circumstances. The SED can consider
factors as the severity of the safety risk assediatith each violation; the number and duratiothefviolations; whether the violation was self-
reported, and whether corrective actions were takkedanuary 2012, the SED imposed fines of $idlBon on the Utility for selfreported failure t
perform certain leak surveys and in 2013 the SEposrd fines ranging from $50,000 to $8.1 milliondelf+reported violations. The Utility has fili
over 50 self-reports with the SED, plus additidieibw-up reports, that the SED has not yet addréssThe SED is expected to impose fines or take
enforcement action with respect to some of theeeggorts.

Natural Gas Transmission Pipeline RighfidAtay. In 2012, the Utility notified the CPUC and the SEiat it is undertaking a system-
wide effort to survey its transmission pipelines &tentify and remove encroachments (such as Ingjlgiructures and vegetation overgrowth) from
pipeline rights-of-way over a multi-year periodhel'SED could impose fines on the Utility or takieestenforcement action in connection with this
matter.

Orders to Show Causeén August 2013, the CPUC issued two OSCs relateddocument submitted by the Utility on July 3, 2@E
“errata” to correct information about some segméntsnes 101 and 147 (two of the Utility’s natugds transmission pipelines that serve the San
Francisco peninsula) that had been previously gexvio the CPUC in October 2011 to allow the Wtild restore operating pressure on these
pipelines. On December 19, 2013, the CPUC issuimtimion to impose fines of approximately $14 imnillon the Utility in connection with the
errata submission, finding that the Utility violdt€PUC rules that prohibit any person from mislagdhe CPUC. The Utility recorded this amount
as an expense for 2013. On January 23, 2014, titiy Gled an application for the rehearing ofistdecision, arguing that it is erroneous in selvera
respects. Itis uncertain when the CPUC will isswkecision on the other OSC that directed theéttd show cause why all orders issued by the
CPUC to authorize increased operating pressurbebltility’s gas transmission pipelines should betimmediately suspended pending competent
demonstration that the Utility’s natural gas systecords are reliable. Briefing on this OSC wasipketed on January 31, 2014.

Disallowed Capital Cost

In 2011, the CPUC ordered all natural gas operato@alifornia to submit proposed plans to modesrand upgrade their natural gas
transmission systems as well as associated cestdsis and ratemaking proposals. In December 24 Z;PUC approved most of the projects
proposed in the Utility’s PSEP application that gl in August 2011, but disallowed the Utilityesquest for rate recovery of a significant portion
of costs the Utility forecasted it would incur thgh 2014. In October 2013, the Utility updatedA&EP application to present the results of its
completed search and review of records relatingatiolation of operating pressure for all of the mpgmately 6,750 miles of the Utility’s natural gas
transmission pipelines. The Utility requested that CPUC approve changes to the scope and pradiin of PSEP work, including deferring some
projects to after 2014 and accelerating other ptsjeand that the CPUC adjust authorized revermginements to reflect these changes. The Utility
has requested that the CPUC issue a final dedisigkugust 2014.

At December 31, 2013, the Utility has recorded clative charges of $549 million for PSEP capitaltsdhat are expected to exceed the
amount to be recovered. The Utility has requestatithe CPUC authorize capital costs of $766 armillinder the PSEP, reflecting the proposed
changes in the PSEP update application. Of thisuaitn approximately $280 million is recorded in petty, Plant, and Equipment on the
Consolidated Balance Sheets at December 31, ZD8 Utility could record additional charges to théent PSEP capital costs are higher than
currently expected, or if additional capital costs disallowed by the CPUC. The Utility’s abilttyrecover PSEP capital costs also could be affecte
by the final decisions to be issued in the CPU@sding investigations discussed above.

Criminal Investigation

In June 2011, the U.S. Department of Justice, tilé#dtnia Attorney General’s Office, and the SantétaCounty District Attorney’s Office
began an investigation of the San Bruno accidetirdgicated that the Utility is a target of the @stigation. Although the San Mateo County Dis
Attorney’s Office has publicly indicated that ithamot pursue state criminal charges, the U.S. Btepent of Justice may still bring criminal charges,
including charges based on claims that the Utlibjated the federal Pipeline Safety Act, agairS&E Corporation or the Utility. It is uncertain
whether any criminal charges will be brought agaamy of PG&E Corporation’s or the Utility’s curreor former employees. The Ultility is
continuing to cooperate with federal investigatdP$&&E Corporation and the Utility are unable ttreate the amount or range of reasonably
possible losses associated with any civil or crahpenalties that could be imposed and such pesaituld have a material impact on PG&E
Corporation’s and the Utility’s financial conditipresults of operations, and cash flows. In addijtthe Utility’s business or operations could be
negatively affected by any remedial measures teattility may undertake, such as operating itsirstgas transmission business subject to the
supervision and oversight of an independent manitor
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Third-Party Liability Claims

The Utility has settled the claims of substantialllyof the remaining plaintiffs who sought compatien for personal injury and property
damage, and other relief, including punitive dansadg@lowing the San Bruno accident. (Approximgat®65 lawsuits on behalf of approximately *
plaintiffs have been filed against the Utility.)t Becember 31, 2013, the Utility has recorded cating charges of $565 million as its best estimate
of probable loss for third-party claims relatediie San Bruno accident and has made cumulative gragnof $520 million for settlements. In
addition, the Utility has incurred cumulative expes of $86 million for associated legal costs. Wtikty’s liability for third- party claims is include
in other current liabilities in the Consolidatedl@ace Sheets and totaled $45 million at DecembgeP313 and $146 million at December 31, 2012.

The aggregate amount of insurance coverage fal-garty liability attributable to the San Bruno @lent is approximately $992 million in
excess of a $10 million deductible. Through Decen8i, 2013, the Utility has recognized cumulath@irance recoveries of $354 million for third-
party claims and associated legal costs. These@gsovere recorded as a reduction to operatingraidtenance expense in the Consolidated
Statements of Income. Although the Utility belis\that a significant portion of costs incurredtfaurd-party claims (and associated legal costs)
relating to the San Bruno accident will ultimatbly recovered through its insurance, it is unabfar¢dlict the amount and timing of additional
insurance recoveries.

Class Action Complaint

On August 23, 2012, a complaint was filed in the Seancisco Superior Court against PG&E Corporatioa the Utility (and other
unnamed defendants) by individuals who seek ceatifin of a class consisting of all California desits who were customers of the Utility between
1997 and 2010, with certain exceptions. The pfésrallege that the Utility collected more thanO®1million in customer rates from 1997 through
2010 for the purpose of various safety measurepadations projects but instead used the fundgdoeral corporate purposes such as executive
compensation and bonuses. The plaintiffs allegeRIG&E Corporation and the Utility engaged in umifaisiness practices in violation of California
state law. The plaintiffs seek restitution andydigement, as well as compensatory and punitiveadem

PG&E Corporation and the Utility contest the pldfat allegations. On May 23, 2013, the court gehPG&E Corporation’s and the
Utility’s request to dismiss the complaint on tlreunds that the CPUC has exclusive jurisdictioadjudicate the issues raised by the plaintiffs’
allegations. The plaintiffs have appealed the &®uuling to the California Court of Appeal. PG&Eorporation and the Utility are unable to
estimate the amount or range of reasonably podsiéées, if any, that may be incurred in connectiith this matter if the lower court’s ruling is
reversed.

Other Legal and Regulatory Contingencies

PG&E Corporation and the Utility are subject toiwas laws and regulations and, in the normal coofsmisiness, are named as parties in a
number of claims and lawsuits. In addition, paaaltnay be incurred for failure to comply with feale state, or local laws and regulations. A
provision for a loss contingency is recorded whes both probable that a loss has been incurrddf@amount of the loss can be reasonably
estimated. PG&E Corporation and the Utility evéduthne range of reasonably estimated losses anddragrovision based on the lower end of the
range, unless an amount within the range is arbetténate than any other amount. The assessrhesitedher a loss is probable or a reasonable
possibility, and whether the loss or a range o Isestimable, often involves a series of compldgments about future events. Loss contingencies
are reviewed quarterly and estimates are adjustegflect the impact of all known information, suehnegotiations, discovery, settlements and
payments, rulings, advice of legal counsel, anéitiformation and events pertaining to a particolatter. PG&E Corporation’s and the Utility’s
policy is to exclude anticipated legal costs frdra provision for loss and expense these costcas@u.

Accruals for other legal and regulatory contingesdexcluding amounts related to natural gas nsadtieove) totaled $43 million at
December 31, 2013 and $34 million at December 8122 These amounts are included in other curianiities in the Consolidated Balance
Sheets. The estimated reasonably possible rarigesofor these matters in excess of the recordedial is not material. The resolution of these
matters is not expected to have a material impa@®@®&E Corporation’s and the Utility’s financialrdition, results of operations, or cash flows.
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Environmental Remediation Contingencies

The Utility is required to pay for environmentahrediation at sites where it has been, or may petentially responsible party under fed:
and state environmental laws. These sites indioitkeer manufactured gas plant sites, power plaessgas gathering sites, sites where natural gas
compressor stations are located, and sites usdtehytility for the storage, recycling, or disposébpotentially hazardous substances. Under fédera
and California laws, the Utility may be responsifileremediation of hazardous substances everliflinot deposit those substances on the site.

Given the complexities of the legal and regulatmyironment and the inherent uncertainties involvetthie early stages of a remediation
project, the process for estimating remediatiobiliizes is subjective and requires significantgutent. The Utility records an environmental
remediation liability when the site assessmentiaid that remediation is probable and the Utiiyn reasonably estimate the loss or a range of
probable amounts. The Utility records an environtakremediation liability based on the lower efidhe range of estimated probable costs, unless
an amount within the range is a better estimate émy other amount. Amounts recorded are not digeal to their present value.

The following table presents the changes in thérenmental remediation liability:

(in millions)
Balance at December 31, 20 $ 91C
Additional remediation costs accru
Transfer to regulatory account for recov 11€
Amounts not recoverable from custom 49
Less: Payments (179
Balance at December 31, 201 $ 90C

The environmental remediation liability is primarihcluded in non-current liabilities on the Coridated Balance Sheets and is composed
of the following:

Balance at December 31

(in millions) 2013 2012

Utility -owned natural gas compressor site near Hinkleyifataia 1) $ 19C $ 22¢€
Utility -owned natural gas compressor site near TopockpAai) 264 23¢
Utility -owned generation facilities (other than for fossél-fired), other facilities, and thi-party disposal site 16C 15¢€
Former MGP sites owned by the Utility or third pes 184 181
Fossil fuel-fired generation facilities and sites 102 10€
Total environmental remediation liability $ 90C $ 91C

(1) See “Natural Gas Compressor Sites” below.
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At December 31, 2013, the Utility expected to rerd¥579 million of its environmental remediatioalility through various ratemaking
mechanisms authorized by the CPUC. One of theshanésms allows the Utility rate recovery for 90%te hazardous substance remediation costs
for certain approved sites (including the Topod&)sivithout a reasonableness review. The Utiligyrmcur environmental remediation costs that it
does not seek to recover in rates, such as the assbciated with the Hinkley site.

Natural Gas Compressor Site

The Utility is legally responsible for remediatiggoundwater contamination caused by hexavalentneium used in the past at the Utility’s
natural gas compressor sites near Hinkley, Caldoand Topock, Arizona. The Ultility is also reaqdrto take measures to abate the effects of the
contamination on the environment.

Hinkley Site

The Utility’s remediation and abatement effortshegt Hinkley site are subject to the regulatory atith of the California Regional Water
Quality Control Board, Lahontan Region. On July 2013, the Regional Board certified a final enmir@ntal report evaluating the Utility’s
proposed remedial methods to contain and remetiiatenderground plume of hexavalent chromium aactitential environmental impacts. The
Regional Board is expected to issue the final ptgjermits and a final cleaup order in phases through 2014 and into 2015th&germits and ord
are issued, the Utility will obtain additional dlgron the total costs associated with the finaheely and related activities. In January 2014, the
Regional Board also approved an updated backgrsuay plan prepared in consultation with the U.8ol8gical Survey, the results of which will
define the final cleanup standards. The backgratudly is not expected to be complete until 2018.

The Utility has implemented interim remediation m@@s to reduce the mass of the chromium plumeitar@and control movement of the
plume, and provided replacement water to affeactsttlents. As of December 31, 2013, approximat@fy/rgsidential households located near the
plume boundary were covered by the Utility’s whbtaise water replacement program and the majoritg bated to accept the Utility’s offer to
purchase their properties. The Ultility is requitednaintain and operate the program for five yeansntil the State of California has adopted a
drinking water standard specifically for hexavalentomium at which time the program will be evakgat The State of California recently proposed
draft regulations for hexavalent chromium and igested to issue a final standard by June 2014.

The Utility’s environmental remediation liability ®Becember 31, 2013 reflects the Utility’s bestraate of probable future costs associated
with its final remediation plan, interim remediatimeasures, and whole house water program. Fabste will depend on many factors, including
the levels of hexavalent chromium the Utility isjuéred to use as the standard for remediationseyeired time period by which those standards
be met, the extent of the chromium plume boundamg, adoption of a final drinking water standardhy State of California. Future changes in cost
estimates and the assumptions on which they asglbaay have a material impact on future finanadaldition, results of operations, and cash flo

Topock Site

The Utility’s remediation and abatement effortshegt Topock site are subject to the regulatory aitthof the California Department of
Toxic Substances Control and the U.S. Departmetiteofnterior. The California Department of Tosubstances Control has approved the Utility's
final remediation plan to contain and remediateuthéerground plume of hexavalent chromium, undeckvthe Utility will implement an in-situ
groundwater treatment system to convert hexavaleomium into a non-toxic and non-soluble form bfamium. The Utility expects to submit its
final remedial design plan in 2014 for approvab&gin construction of the groundwater treatmentesys The Utility has implemented interim
remediation measures, including a system of extnaetells and a treatment plant designed to prerentement of the chromium plume toward the
Colorado River.

The Utility’s environmental remediation liability Becember 31, 2013 reflects its best estimateafable future costs associated with its
final remediation plan. Future costs will depemdchaany factors, including the extent of work togeeformed to implement the final groundwater
remedy and the Utility required time frame for remediation. Future gfesnin cost estimates and the assumptions on \lieghare based may ha
a material impact on future financial conditiorsults of operations, and cash flows.
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Reasonably Possible Environmental Contingenc

Although the Utility has provided for known envimental obligations that are probable and reasoregilynable, the Utilitys undiscounte
future costs could increase to as much as $1idmilincluding amounts related to the Hinkley arapdck sites described above) if the extent of
contamination or necessary remediation is grehter &nticipated or if the other potentially resplolesparties are not financially able to contribtge
these costs. The Utility may incur actual costhamfuture that are materially different than thédimate and such costs could have a materialdmpa
on results of operations during the period in whtoky are recorded.

Nuclear Insurance

The Utility is a member of NEIL, which is a mutuasurer owned by utilities with nuclear facilitieSlEIL provides insurance coverage for
property damages and business interruption lossesred by the Utility if a nuclear event were twor at the Utility’s two nuclear generating units
at Diablo Canyon and the retired Humboldt Bay UBnitNEIL provides property damage and businessriqp&on coverage of up to $3.2 billion per
nuclear incident and $2 billion per non-nucleaideat for Diablo Canyon. Humboldt Bay Unit 3 hgsto $131 million of coverage for nuclear and
non-nuclear property damages.

NEIL also provides coverage for damages causedtsyod terrorism at nuclear power plants. Cergaits of terrorism may be “certifiedyy
the Secretary of the Treasury. If damages areechlog certified acts of terrorism, NEIL can obtaompensation from the federal government and
will provide up to its full policy limit of $3.2 tion for each insured loss. In contrast, NEIL wibtreat all noreertified terrorist acts occurring witt
a 12-month period against one or more commercielean power plants insured by NEIL as one eventthadwners of the affected plants would
share the $3.2 billion policy limit amount.

Under the Price-Anderson Act, public liability atas that arise from nuclear incidents that occiiablo Canyon, and that occur during the
transportation of material to and from Diablo Camywe limited to $13.6 billion. The Utility purckad the maximum available public liability
insurance of $375 million for Diablo Canyon. Theddnce of the $13.6 billion of liability protectias provided under a loss-sharing program among
utilities owning nuclear reactors. The Utility mbg assessed up to $255 million per nuclear intideder this program, with payments in each year
limited to a maximum of $38 million per inciderBoth the maximum assessment and the maximum yassklyssment are adjusted for inflation at
least every five years. The next scheduled adjestiis due on or before September 10, 2018.

The Price-Anderson Act does not apply to claims #nise from nuclear incidents that occur durinipgimg of nuclear material from the
nuclear fuel enricher to a fuel fabricator or thetur at the fuel fabricator’s facility. The Utjlihas a separate policy that provides coverage for
claims arising from some of these incidents up teeximum of $375 million per incident. In additighe Utility has $53 million of liability
insurance for Humboldt Bay Unit 3 and has a $500aniindemnification from the NRC for public lidity arising from nuclear incidents, covering
liabilities in excess of the liability insurance.
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Commitments
Third-Party Power Purchase Agreements
As part of the ordinary course of business, thét{gnters into various agreements to purchasegp@nd electric capacity. The price of

purchased power may be fixed or variable. Varigieing is generally based on the current markieepof either natural gas or electricity at thée
of delivery. The costs incurred for all power phases and electric capacity were as follows:

(in millions) 2013 2012 2011

Quialifying facilities() $ 812 $ 77¢ $  1,06¢
Renewable energy contrar 1,281 81t 622
Other power purchase agreeme 90z 661 69C

() Costs incurred include $ 271 , $286, and $297haittable to renewable energy contracts with qualgyfacilities at December 31, 2013 , 2012, and
2011 , respectively.

Qualifying Facility Power Purchase Agreemeritke Utility has entered into agreements to purcleasegy and capacity with independent
power producers that own generation facilities thaet the definition of a QF under federal law. cA®ecember 31, 2013, the Utility had
agreements with 170 QFs that are in operation, whipire at various dates between 2014 and 2028.

Renewable Energy Power Purchase Agreemefitse Ultility is required to gradually increase tmeaunt of renewable energy that it deliv
to its customers in order to comply with Califorsisenewable portfolio standard requirement. Thiéthas entered into various contracts to
purchase renewable energy to help meet the renewahtfolio standard requirement. The Utility’digations under a significant portion of these
agreements are contingent on the third party’stcoction of new generation facilities. The Utiléycommitments for energy payments under these
renewable energy agreements are expected to ggonficantly.

Other Power Purchase Agreement$he Utility has entered into several power pusehagreements for conventional generation resgurces
which include tolling agreements and resource aglegagreements. The Ultility’s obligation underation of these agreements is contingent on the
third parties’ development of new generation féei to provide capacity and energy products tditility. The Utility also has agreements with
various irrigation districts and water agencieptochase hydroelectric power.

At December 31, 2013, the undiscounted future ebgpleabligations under power purchase agreemerntsiéive been approved by the CF
and have met specified construction milestones agfellows:

Renewable
Qualifying (Other than Total

(in millions) Facility QFs) Other Payments

2014 $ 91 $ 1,90¢ $ 82¢ $ 3,64¢
2015 707 2,10z 77C 3,57¢
2016 587 2,10¢ 722 3,41¢
2017 45C 2,10¢ 684 3,23¢
2018 40€ 1,962 64C 3,00¢
Thereaftel 1,614 30,24 2,98¢ 34,84(
Total $ 4,671 $ 40,42 $ 6,62¢ $ 51,73
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The following table shows the future fixed capagiyments due under QF agreements that are traestespital leases. (These amounts
are also included in the table above.) These patsree discounted to their present value in thiethelow using the Utilitys incremental borrowir
rate at the inception of the leases. These cdpiak QF agreements expire between April 2014 apteSiber 2021. The amount of this discount is
shown in the table below as the amount represeiritegest.

(in millions)

2014 $ 27
2015 24
2016 22
2017 18
2018 12
Thereaftel 8
Total fixed capacity payments 111
Less: amount representing inter 14
Present value of fixed capacity payment $ 97

Minimum lease payments associated with the lealgadions are included in the Utility’s cost of etdcity. The timing of the recognition
of the lease expense conforms to the ratemakiagnient for the Utility’s recovery of the cost oéefricity.

The present value of the fixed capacity paymenésuhder these agreements is recorded on the CdatsaliBalance Sheets. At December
31, 2013 and 2012, current liabilities — otheruneld $23 million and $29 million, respectively, am@hcurrent liabilities -ether included $74 millio
and $96 million, respectively. The correspondingeds at December 31, 2013 and 2012 of $97 malimh$125 million including accumulated
amortization of $176 million and $148 million, respively are included in property, plant, and equémt on the Consolidated Balance Sheets.

Natural Gas Supply, Transportation, and Storage Canitments

The Utility purchases natural gas directly fromdwoers and marketers in both Canada and the UBiteds to serve its core customers and
to fuel its owned-generation facilities. The Utilalso contracts for natural gas transportatiomfthe points at which the Utility takes delivery
(typically in Canada, the US Rocky Mountain supgiga, and the southwestern United States) to timspet which the Utility’s natural gas
transportation system begins. In addition, théitythas contracted for natural gas storage ses\iiceorthern California in order to more reliably
meet customers’ loads.
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At December 31, 2013, the Utility’s undiscountetlife expected payment obligations for natural gg@kes, transportation and storage
were as follows:

(in millions)

2014 $ 727
2015 19¢
2016 15C
2017 10¢€
2018 10¢
Thereafter 75€
Total $ 2,047

Costs incurred for natural gas purchases, natasatrgnsportation services, and natural gas stovdgeh include contracts less than 1 year,
amounted to $1.6 billion in 2013, $1.3 billion 12, and $1.8 billion in 2011.

Nuclear Fuel Agreement:

The Utility has entered into several purchase agess for nuclear fuel. These agreements haveimgrgaerms ranging from one to 12
years and are intended to ensure -term nuclear fuel supply. The contracts for usamiand for conversion and enrichment services pgeofor
100% coverage of reactor requirements through 20R0e contracts for fuel fabrication services pde/for 100% coverage of reactor requirements
through 2017. The Utility relies on a number déimational producers of nuclear fuel in orderitedify its sources and provide security of
supply. Pricing terms are also diversified, ragdgimom market-based prices to base prices thadsralated using published indices.

At December 31, 2013, the undiscounted future epegayment obligations for nuclear fuel were dieves:

(in millions)

2014 $ 14E
2015 162
2016 14¢€
2017 14¢
2018 132
Thereafter 647
Total $ 1,38(

Payments for nuclear fuel amounted to $162 miliilo2013, $118 million in 2012, and $77 million i021.
Other Commitments

PG&E Corporation and the Utility have other commetits relating to operating leases. At DecembeRB13, the future minimum
payments related to these commitments were asmgllo

(in millions)

2014 $ 42
2015 37
2016 34
2017 27
2018 24
Thereaftel 19z
Total $ 357
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Payments for other commitments relating to opegdtsases amounted to $40 million in 2013, $32 onilin 2012, and $27 million in
2011. PG&E Corporation and the Utility had opergtieases on office facilities expiring at varialaes from 2014 to 2023. Certain leases on office
facilities contain escalation clauses requiringuatincreases in rent ranging from 2% to 5%. Theals payable under these leases may increas
fixed amount each year, a percentage of increaselase year, or the consumer price index. Masele contain extension options ranging between

one and five years.
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QUARTERLY CONSOLIDATED FINANCIAL DATA (UNAUDITED)

Quarter ended

(in millions, except per share amounts December 31 September 3( June 30 March 31
2013
PG&E CORPORATION
Operating revenue $ 397t % 4,178 $ 3,77¢ % 3,672
Operating incom: 33: 291 63€ 50z
Income tax (benefit) provisic 25 (24) 153 114
Net income 90 164 332 242
Income available for common sharehold 86 161 32¢ 23¢
Comprehensive incorr 21C 16E 352 252
Net earnings per common share, bi 0.1¢ 0.3€ 0.74 0.5t
Net earnings per common share, dilu 0.1¢ 0.3¢€ 0.74 0.5t
Common stock price per sha

High 42.7¢ 46.3 48.4¢ 44.5:

Low 40.07 40.7¢ 43.5¢ 40.47
UTILITY
Operating revenue $ 3,97 % 417¢ $ 3,778 $ 3,671
Operating incom: 36C 292 63t 503
Income tax (benefit) provisic 65 (20) 16C 121
Net income 13€ 162 32¢ 237
Income available for common sto 134 15¢ 32t 234
Comprehensive incorr 231 16€ 33: 24z
2012
PG&E CORPORATION
Operating revenue $ 3,83C $ 3,97¢ $ 359 $ 3,641
Operating incom: 12t 614 467 487
Income tax (benefit) provisic (54) 10C 87 104
Net income (loss 9 364 23¢ 23€
Income (loss) available for common shareholi (13 361 23t 238
Comprehensive incorr 77 372 247 24¢
Net earnings (loss) per common share, b (0.03) 0.84 0.5€ 0.5€
Net earnings (loss) per common share, dili (0.03) 0.84 0.5t 0.5€
Common stock price per sha

High 43.4¢ 46.51 45.2( 43.72

Low 39.71 42.41 42.0¢ 40.1¢
UTILITY
Operating revenue $ 3,82¢ % 397« % 3592 $ 3,64(
Operating incom: 127 613 467 48¢
Net income 13 34C 227 231
Income tax provisiol (30 122 93 113
Income available for common sto 9 337 22¢ 22¢
Comprehensive incorr 96 34¢ 23t 241

The Utility recorded a charge to net income of $iilion in the third quarter of 2013 and $353 moifi during the fourth quarter 2012, for
disallowed capital expenditures associated withUtikty’ s pipeline safety enhancement plan. See Note fl#edflotes to the Consolidated Finan
Statements.

The Utility recorded a provision of $110 million@&80 million in the third quarter 2013 and in #ezond quarter 2012, respectively, for
estimated third-party claims related to the SamBraccident. During the second quarter 2013 aind guarter 2013, the Utility recognized $45
million and $25 million, respectively, for insuranclaims. During the first quarter 2012, seconartgr of 2012, third quarter of 2012, and fourth
quarter 2012 the Utility recognized $11 million5haillion, $99 million, and $50 million, respectiyefor insurance recoveries. See Note 14 of the
Notes to the Consolidated Financial Stateme
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MANAGEM ENT'S REPORT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING

Management of PG&E Corporation and Utility is resgible for establishing and maintaining adequaterimal control over financial
reporting. PG&E Corporation’s and the Utility’s@émnal control over financial reporting is a prazegsigned to provide reasonable assurance
regarding the reliability of financial reportingcithe preparation of financial statements for exdepurposes in accordance with generally accepted
accounting principles, or GAAP. Internal contreko financial reporting includes those policies @nocedures that (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfaing reflect the transactions and dispositionstaf assets of PG&E Corporation and the Utility, (2
provide reasonable assurance that transactione@eded as necessary to permit preparation ofiiahstatements in accordance with GAAP and
that receipts and expenditures are being madeionrlycordance with authorizations of managementdiretttors of PG&E Corporation and the
Utility, and (3) provide reasonable assurance iggrprevention or timely detection of unauthorizedjuisition, use, or disposition of assets that
could have a material effect on the financial stegsts.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégbecause of changes in conditions or that the
degree of compliance with the policies or proceslunay deteriorate.

Management assessed the effectiveness of intewnabt over financial reporting as of December 3113, based on the criteria established
in Internal Control—Integrated Framework (19985ued by the Committee of Sponsoring Organizatifrice Treadway Commission. Based on its
assessment and those criteria, management hasidedd¢hat PG&E Corporation and the Utility main&adreffective internal control over financial
reporting as of December 31, 2013.

Deloitte & Touche LLP, an independent ségfied public accounting firm, has audited PG&Epoaation’s and the Utility’s internal

control over financial reporting as of December&113, based on criteria establishethiternal Control — Integrated Framework (19923sued by
the Committee of Sponsoring Organizations of thea@way Commission.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
PG&E Corporation and Pacific Gas and Electric Comypa
San Francisco, California

We have audited the accompanying consolidated balsineets of PG&E Corporation and subsidiaries"@menpany") and of Pacific Gas and
Electric Company and subsidiaries (the “Utility'§ af December 31, 2013 and 2012, and the Compaeigied consolidated statements of income,
comprehensive income, equity, and cash flows aadJtility’s related consolidated statements of imep comprehensive income, shareholders’
equity, and cash flows for each of the three y&atise period ended December 31, 2013. These fiabstatements are the responsibility of the
Company's and the Utility’s management. Our resibditg is to express an opinion on these finansi@tements based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finastaiainents are free of material misstatement. An
audit includes examining, on a test basis, evidenpporting the amounts and disclosures in thenéigd statements. An audit also includes assessing
the accounting principles used and significannestés made by management, as well as evaluatiray#rall financial statement presentation. We
believe that our audits provide a reasonable Basizur opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinarficial position of PG&E Corporation and
subsidiaries and of Pacific Gas and Electric Compard subsidiaries as of December 31, 2013 and, 201tPthe results of their operations and their
cash flows for each of the three years in the plegitded December 31, 2013, in conformity with aotiog principles generally accepted in the
United States of America.

As discussed in Note 14 to the consolidated firelrstatements, there are three investigative eafoent proceedings pending with the California
Public Utilities Commission that may result in nré&eamounts of penalties.

We have also audited, in accordance with the stdsdz# the Public Company Accounting Oversight Bio@snited States), the Company's and the
Utility’s internal control over financial reportings of December 31, 2013, based on the critersbksttied innternal Control—Integrated
Framework (1992issued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datdudgey 11, 2014
expressed an unqualified opinion on the Compamgdlge Utility’s internal control over financialperting.

/s/ DELOITTE & TOUCHE LLP

San Francisco, California

February 11, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
PG&E Corporation and Pacific Gas and Electric Comypa
San Francisco, California

We have audited the internal control over finanmglorting of PG&E Corporation and subsidiarie® (fBompany") and of Pacific Gas and Electric
Company and subsidiaries (the “Utility”) as of Detd®er 31, 2013, based on criteria establishddtgrnal Control — Integrated Framework (1992)
issued by the Committee of Sponsoring Organizatifrike Treadway Commission. The Company's andUtiigy’'s management is responsible for
maintaining effective internal control over finaalcieporting and for its assessment of the effeatss of internal control over financial reporting,
included in the accompanyilanagement’s Report on Internal Control Over Finah&eporting.Our responsibility is to express an opinion on the
Company’s and the Utility's internal control ovierancial reporting based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaBigUnited States). Those standards
require that we plan and perform the audits toiob&asonable assurance about whether effectieenialt control over financial reporting was
maintained in all material respects. Our auditduided obtaining an understanding of internal cdraver financial reporting, assessing the risk tnat
material weakness exists, testing and evaluatiegl@sign and operating effectiveness of internafrobbased on the assessed risk, and performing
such other procedures as we considered necesdhgy aircumstances. We believe that our auditsideoa reasonable basis for our opinion.

A company's internal control over financial repogtis a process designed by, or under the supenvisi the company's principal executive and
principal financial officers, or persons performisignilar functions, and effected by the compangart of directors, management, and other
personnel to provide reasonable assurance regattkngliability of financial reporting and the pexation of financial statements for external
purposes in accordance with generally accepteduatioy principles. A company's internal control pfiaancial reporting includes those policies
and procedures that (1) pertain to the maintenahoecords that, in reasonable detail, accuratety/fairly reflect the transactions and dispositiohs
the assets of the company; (2) provide reasonasierance that transactions are recorded as negcésgmrmit preparation of financial statements in
accordance with generally accepted accounting ipies; and that receipts and expenditures of thepemy are being made only in accordance with
authorizations of management and directors of ¢mepany; and (3) provide reasonable assurance iieggtevention or timely detection of
unauthorized acquisition, use, or disposition eftbmpany's assets that could have a materiak effiethe financial statements.

Because of the inherent limitations of internaltcolhover financial reporting, including the posétl of collusion or improper management override
of controls, material misstatements due to errdraard may not be prevented or detected on a til@dys. Also, projections of any evaluation of the
effectiveness of the internal control over finahogporting to future periods are subject to tis& that the controls may become inadequate becd
changes in conditions, or that the degree of canpk with the policies or procedures may detegorat

In our opinion, the Company and the Utility maintd, in all material respects, effective interraiteol over financial reporting as of December 31,
2013, based on the criteria establishebhiarnal Control — Integrated Framework (19923ued by the Committee of Sponsoring Organizatidns
the Treadway Commission.

We have also audited, in accordance with the stdsd# the Public Company Accounting Oversight Blo@snited States), the consolidated finan
statements as of and for the year ended Decemb&032 of the Company and the Utility and our régated February 11, 2014 expressed an
unqualified opinion on those financial statememis @cludes an explanatory paragraph relating reetinvestigative enforcement proceedings
pending with the California Public Utilities Comraien that may result in material amounts of peeslti

/s/ DELOITTE & TOUCHE LLP

San Francisco, California

February 11, 2014
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Significant Subsidiaries

Parent of Significant Subsidiary Name of Significant Subsidiary

Jurisdiction of
Formation of
Subsidiary

Exhibit 21

Names under which Significant Subsidiary doe
business

PG&E Corporatior

Pacific Gas and Electr
Company

Pacific Gas and Electric Compa

None

CA

Pacific Gas and Electric Compa
PG&E



Exhibit 22
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-172393 on Form S-3; 388498 on Form S-3D, and 333-73054,
333-129422 and 333-176090 on Form S-8 of PG&E Gatjum and Registration Statements No. 33-624883&3d172394 on Form S-3 of Pacific
Gas and Electric Company of our reports dated Fefpriil, 2014, relating to the consolidated finalstiatements of PG&E Corporation and
subsidiaries (“the Company”) and Pacific Gas aretfic Company and subsidiaries (the “Utility”) (\wh report expresses an unqualified opinion
and includes an explanatory paragraph relatingrietinvestigative enforcement proceedings penditigthe California Public Utilities Commissi
that may result in material amounts of penaltigs),consolidated financial statement scheduleseftompany and the Utility, and the effectiveness
of the Company’s and the Utility’s internal contmler financial reporting, appearing in this AnnBalport on Form 10-K of PG&E Corporation and
Pacific Gas and Electric Company for the year eridlecember 31, 2013.

/s DELOITTE & TOUCHE LLP

February 11, 2014
San Francisco, California



Exhibit 24
POWER OF ATTORNEY

Each of the undersigned Directors of PG&E Corporatiereby constitutes and appoints HYUN PARK, LIN®Ad. CHENG,
EILEEN O. CHAN, WONDY S. LEE, and ERIC A. MONTIZAMBRT, and each of them, as his or her attorneyadhwith full power of
substitution to sign and file with the Securitiesl&xchange Commission in his or her capacity ak Birector of said corporation the Annual Re
on Form 10-K for the year ended December 31, 2@#8ired by Section 13 or 15(d) of the SecuritiesHaxge Act of 1934 and any and all
amendments and other filings or documents reldtectto, and hereby ratifies all that said attorrieyfact or any of them may do or cause to be done
by virtue hereof.

IN WITNESS WHEREOF, we have signed these preséigs’th day of February, 2014.

/s/ LEWIS CHEW

Lewis Chew

/s/ C. LEE COX

C. Lee Cox

/sl ANTHONY F. EARLEY, JR

Anthony F. Earley, Jr.

/s FRED J. FOWLEF

Fred J. Fowler

/sl MARYELLEN C. HERRINGEF

Maryellen C. Herringe

Richard C. Kelly

/sl ROGER H. KIMMEL

Roger H. Kimmel

/s RICHARD A. MESERVE

Richard A. Meserv

/s/ FORREST E. MILLEF

Forrest E. Miller

/sl ROSENDO G. PARR;

Rosendo G. Parra

/sl BARBARA L. RAMBO

Barbara L. Ramb

/sl BARRY LAWSON WILLIAMS

Barry Lawson Williams




POWER OF ATTORNEY

Each of the undersigned Directors of Pacific GasElectric Company hereby constitutes and app&ivtN PARK, LINDA
Y.H. CHENG, EILEEN O. CHAN, WONDY S. LEE, and ERKC MONTIZAMBERT, and each of them, as his or hdpateys in fact with full
power of substitution to sign and file with the 8eties and Exchange Commission in his or her cipas such Director of said corporation the
Annual Report on Form 10-K for the year ended Ddzem31, 2013 required by Section 13 or 15(d) of3keurities Exchange Act of 1934 and any
and all amendments and other filings or documezitged thereto, and hereby ratifies all that stwraeys in fact or any of them may do or cause to
be done by virtue hereof.

IN WITNESS WHEREOF, we have signed these preséigs’th day of February, 2014.

/s/ LEWIS CHEW

Lewis Chew

/s/ C. LEE COX

C. Lee Cox

/sl ANTHONY F. EARLEY, JR

Anthony F. Earley, Jr.

/s FRED J. FOWLEF

Fred J. Fowle

/sl MARYELLEN C. HERRINGEF

Maryellen C. Herringer

/s/ CHRISTOPHER P. JOHN

Christopher P. Johns

Richard C. Kelly

/sl ROGER H. KIMMEL

Roger H. Kimmel

/s RICHARD A. MESERVE

Richard A. Meserwv

/s/ FORREST E. MILLEF

Forrest E. Miller

/sl ROSENDO G. PARR;

Rosendo G. Parn

/sl BARBARA L. RAMBO

Barbara L. Rambo

/sl BARRY LAWSON WILLIAMS

Barry Lawson Williams



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

I, Anthony F. Earley, Jr., certify that:
1. 1 have reviewed this Annual Report on Forn-K for the year ended December 31, 2013 of PG&E Qation;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omattde a material fact necessary to mak
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by
report;

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all material respects
financial condition, results of operations and césivs of the registrant as of, and for, the pesipdesented in this repo

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defint
Exchange Act Rules 13a-15(e) and 15d-15(e)) arriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d
15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls and proceduries tiesigned under our supervisiot
ensure that material information relating to thgistgant, including its consolidated subsidiarissnade known to us by others within th
entities, particularly during the period in whidfig report is being prepare

b. Designed such internal control over financial réipgr or caused such internal control over finahoigporting to be designed under
supervision, to provide reasonable assurance rieggatle reliability of financial reporting and theparation of financial statements
external purposes in accordance with generallygiedeaccounting principle

c. Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedisnreport 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 regmtsanternal control over financial reporting thatcurred during the registrastmost rece!
fiscal quarter (the registrastfourth quarter in the case of an annual repbet) has materially affected, or is reasonably yikel materiall
affect, the registra’s internal control over financial reporting; a

5. The registrant's other certifying officer and | kalisclosed, based on our most recent evaluatiarterhal control over financial reporting, to
registrant's auditors and the audit committee gisteant's board of directors (or persons perfognie equivalent functions

a. All significant deficiencies and material weaknesse the design or operation of internal controkmyinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refpwancial information; an

b. Any fraud, whether or not material, that involvesmagement or other employees who have a significdetin the registrant's interi
control over financial reporting

Date: February 11, 2014 ANTHONY F. EARLEY, JR.

Anthony F. Earley, Ji
Chairman, Chief Executive Officer, and Presic




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

I, Kent M. Harvey, certify that:
1. I have reviewed this Annual Report on Forn-K for the year ended December 31, 2013 of PG&E Gation;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtedge a material fact necessary to mak
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by
report;

3. Based on my knowledge, the financial statements,adimer financial information included in this repdairly present in all material respects
financial condition, results of operations and césvs of the registrant as of, and for, the pesipdesented in this repo

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defint
Exchange Act Rules 13a-15(e) and 15d-15(e)) areiniat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d
15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresgused such disclosure controls and procedures ttesigned under our supervisiot
ensure that material information relating to thgistgant, including its consolidated subsidiarissnade known to us by others within th
entities, particularly during the period in whidfig report is being prepare

b. Designed such internal control over financial réipor, or caused such internal control over finahogporting to be designed under
supervision, to provide reasonable assurance rieggatle reliability of financial reporting and theparation of financial statements
external purposes in accordance with generallygiedeaccounting principle

c. Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedisnrefport 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 regid’s internal control over financial reporting thatomed during the registre’s most rece!
fiscal quarter (the registrastfourth quarter in the case of an annual repbet) has materially affected, or is reasonably yikel materiall
affect, the registra’s internal control over financial reporting; a

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to
registrant's auditors and the audit committee gisteant's board of directors (or persons perfognie equivalent functions

a. All significant deficiencies and material weaknesse the design or operation of internal controkmyinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refpmancial information; an

b. Any fraud, whether or not material, that involvesmagement or other employees who have a significdetin the registrant's interi
control over financial reporting

Date: February 11, 2014 KENT M. HARVEY

Kent M. Harvey
Senior Vice President and Chief Financial Offi




Exhibit 31.2

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

I, Christopher P. Johns, certify that:
1. Ihave reviewed this Annual Report on Forn-K for the year ended December 31, 2013 of Pacifis énd Electric Compan

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgtedge a material fact necessary to mak
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by
report;

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all material respects
financial condition, results of operations and céeWs of the registrant as of, and for, the pesipdesented in this repo

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defin
Exchange Act Rules 13a-15(e) and 15d-15(e)) ariniat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d
15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresgused such disclosure controls and proceduries tiesigned under our supervisior
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within th
entities, particularly during the period in whidfig report is being prepare

b. Designed such internal control over financial réipgr or caused such internal control over finahoiporting to be designed under
supervision, to provide reasonable assurance riegatlde reliability of financial reporting and theeparation of financial statements
external purposes in accordance with generallygiedeaccounting principle

c. Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedisnreéiport 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 regid’s internal control over financial reporting thatomed during the registre’s most rece!
fiscal quarter (the registrastfourth quarter in the case of an annual repbet) has materially affected, or is reasonably yikel materiall
affect, the registra’s internal control over financial reporting; a

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to
registrant's auditors and the audit committee gisteant's board of directors (or persons perfognire equivalent functions

a. All significant deficiencies and material weaknesse the design or operation of internal controkmyinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refpmancial information; an

b. Any fraud, whether or not material, that involvesmagement or other employees who have a significdetin the registrant's interi
control over financial reporting

Date: February 11, 2014 CHRISTOPHER P. JOHN
Christopher P. Johr
Presiden




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

I, Dinyar B. Mistry, certify that:
1. Ihave reviewed this Annual Report on Forn-K for the year ended December 31, 2013 of Pacifis &énd Electric Compan

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgtedge a material fact necessary to mak
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by
report;

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all material respects
financial condition, results of operations and césvs of the registrant as of, and for, the pesipdesented in this repo

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defin
Exchange Act Rules 13a-15(e) and 15d-15(e)) areiniat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 15d
15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresgused such disclosure controls and procedures ttesigned under our supervisiot
ensure that material information relating to thgistgant, including its consolidated subsidiarissnade known to us by others within th
entities, particularly during the period in whidfig report is being prepare

b. Designed such internal control over financial réipor, or caused such internal control over finahogporting to be designed under
supervision, to provide reasonable assurance rieggatle reliability of financial reporting and theparation of financial statements
external purposes in accordance with generallygiedeaccounting principle

c. Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedisnrefport 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 regid’s internal control over financial reporting thatomed during the registre’s most rece!
fiscal quarter (the registrastfourth quarter in the case of an annual repbet) has materially affected, or is reasonably yikel materiall
affect, the registra’s internal control over financial reporting; a

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiarterhal control over financial reporting, to
registrant's auditors and the audit committee gisteant's board of directors (or persons perfognie equivalent functions

a. All significant deficiencies and material weaknesse the design or operation of internal controkmyinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refpmancial information; an

b. Any fraud, whether or not material, that involvesmagement or other employees who have a significdetin the registrant's interi
control over financial reporting

Date: February 11, 2014 DINYAR B. MISTRY

Dinyar B. Mistry
Vice President, Chief Financial Officer, and Cofieo




Exhibit 32.]

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

In connection with the accompanying Annual ReparForm 10-K of PG&E Corporation for the year enmtember 31, 2013 (“Form 10-
K"), I, Anthony F. Earley, Jr., Chairman, Chief Exgive Officer and President of PG&E Corporatioerdby certify pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, to the best of my knowkedgd belief, that:

@ the Form 1-K fully complies with the requirements of Sectiod(d) or 15(d) of the Securities Exchange Act of4;38c

(2) the information contained in the Form 10-K fairlepents, in all material respects, the financiadétion and results of
operations of PG&E Corporatio

ANTHONY F. EARLEY, JR.

ANTHONY F. EARLEY, JR.
Chairman, Chief Executive Officer and Presic

February 11, 2014




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

In connection with the accompanying Annual ReparForm 10-K of PG&E Corporation for the year en@tember 31, 2013 (“Form 10-
K™, I, Kent M. Harvey, Senior Vice President anti€f Financial Officer of PG&E Corporation, heretsrtify pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarb@rkey- Act of 2002, to the best of my knowledge &etief, that:

1 the Form 1-K fully complies with the requirements of Sectiod(4) or 15(d) of the Securities Exchange Act of4,38c

(2 the information contained in the Form 10-K fairlsepents, in all material respects, the financialdition and results of
operations of PG&E Corporatio

KENT. M. HARVEY

KENT M. HARVEY
Senior Vice President ar
Chief Financial Office

February 11, 2014



Exhibit 32.2

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

In connection with the accompanying Annual ReparForm 10-K of Pacific Gas and Electric Companytfer year ended December 31,
2013 (“Form 10-K”), I, Christopher P. Johns, Presitof Pacific Gas and Electric Company, herebtifggrursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of my knowledge andebethat:

@ the Form 1-K fully complies with the requirements of sectio®(4) or 15(d) of the Securities Exchange Act of4;38d

(2) the information contained in the Form 10-K fairlepents, in all material respects, the financiadétion and results of
operations of Pacific Gas and Electric Comps

CHRISTOPHER P. JOHN

CHRISTOPHER P. JOHN
Presiden

February 11, 2014




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

In connection with the accompanying Annual ReparForm 10K of Pacific Gas and Electric Company for the geaended September :
2013 (“Form 10-K"), I, Dinyar B. Mistry, Vice Pre#ént, Chief Financial Officer, and Controller ofd#ec Gas and Electric Company, hereby certify
pursuant to 18 U.S.C. Section 1350, as adoptedipatso Section 906 of the Sarbanes-Oxley Act @220 the best of my knowledge and belief,
that:

a the Form 1-K fully complies with the requirements of sectio®(4) or 15(d) of the Securities Exchange Act of4;38d

2 the information contained in the Form-K fairly presents, in all material respects, thaficial condition and results
operations of Pacific Gas and Electric Comps

DINYAR B. MISTRY
DINYAR B. MISTRY
Vice President, Chief Financial Officer, and Cofieo

February 11, 2014







