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GLOSSARY

The following terms and abbreviations appearing in the text of this report have the meanings indicated below.

2013 Annual Report PG&E Corporation’s and Pacific Gas and Electric Company’s
combined Annual Report on Form 10-K for the year ended
December 31, 2013, including the information incorporated by
reference into the report

AFUDC Allowance for Funds Used During Construction
ALJ administrative law judge
ARO Asset retirement obligation
ASU accounting standards update
CAISO California Independent System Operator
CARB California Air Resources Board
CPUC California Public Utilities Commission
CRRs congestion revenue rights
EPA Environmental Protection Agency
EPS earnings per common share
FERC Federal Energy Regulatory Commission
GAAP generally accepted accounting principles
GHG greenhouse gas
GRC general rate case
GT&S gas transmission and storage
IRS Internal Revenue Service
LTIP long term incentive plan
MGP manufactured gas plant
NEIL Nuclear Electric Insurance Limited
NRC Nuclear Regulatory Commission
ORA Officer of Ratepayer Advocates
OSC CPUC Order to Show Cause
PSEP pipeline safety enhancement plan
QF(s) Qualified facilities
Regional Board California Regional Water Quality Control Board, Lahontan Region
REITS Global real estate investment trust
RSU(s) restricted stock unit
ROE return on equity
SEC U.S. Securities and Exchange Commission
SED Safety and Enforcement Division of the CPUC, formerly known as the Consumer

Protection and Safety Division or the CPSD
TO transmission owner
TURN The Utility Reform Network
Utility Pacific Gas and Electric Company
VIE(s) variable interest entity(ies)





FINANCIAL HIGHLIGHTS(1)

PG&E Corporation

2013 2012(unaudited, in millions, except share and per share amounts)

Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,598 $ 15,040

Income available for common shareholders
Earnings from operations(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,210 1,367
Items impacting comparability(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (396) (551)

Reported consolidated income available for common shareholders . . . . . . 814 816

Income per common share, diluted
Earnings from operations(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.72 3.22
Items impacting comparability(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.89) (1.30)

Reported consolidated net earnings per common share, diluted . . . . . . . . 1.83 1.92

Dividends declared per common share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.82 1.82

Total assets at December 31, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,605 $ 52,449

Number of common shares outstanding at December 31, . . . . . . . . . . . . . . . . 456,670,424 430,718,293

(1) This is a combined annual report of PG&E Corporation and Pacific Gas and Electric Company. PG&E Corporation’s Consolidated
Financial Statements include the accounts of PG&E Corporation, the Utility, and other wholly owned and controlled subsidiaries.

(2) ‘‘Earnings from operations’’ is not calculated in accordance with GAAP and excludes items impacting comparability as described in Note (3)
below.

(3) ‘‘Items impacting comparability’’ are those items that management believes do not reflect the normal course of operations.

PG&E Corporation’s earnings from operations for 2013 and 2012 exclude net costs of $645 million and $812 million, pre-tax, that the Utility
incurred in connection with natural gas matters that are not recoverable through rates, as shown in the table below. These amounts included
pipeline-related expenses to validate safe operating pressures and perform other activities in accordance with the Utility’s PSEP, costs to
identify and remove encroachments from the Utility’s transmission pipeline rights-of-way and perform other gas-related work. Costs incurred
also included charges for disallowed PSEP capital expenditures, fines related to natural gas enforcement matters, and increases in the accrual
for third-party claims arising from the San Bruno accident on September 9, 2010 that were partially offset by insurance recoveries. Costs for
2012 also included a contribution to the City of San Bruno to support the community’s recovery efforts after the accident.

2013 2012(pre-tax)
Pipeline-related expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 387 $ 477
Disallowed capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196 353
Accrued fines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 17
Third-party liability claims . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110 80
Insurance recoveries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (70) (185)
Contribution to City of San Bruno . . . . . . . . . . . . . . . . . . . . . . . — 70

Total natural gas matters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 645 $ 812

PG&E Corporation’s earnings from operations for 2013 and 2012 also exclude $7 million and $106 million, pre-tax, for environmental
remediation costs associated with the Utility’s natural gas compressor station site located near Hinkley, California.
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PG&E Corporation common stock is traded on the New York Stock Exchange. The official New York Stock
Exchange symbol for PG&E Corporation is ‘‘PCG.’’

COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL SHAREHOLDER RETURN(1)

This graph compares the cumulative total return on PG&E Corporation common stock (equal to dividends plus
stock price appreciation) during the past five fiscal years with that of the Standard & Poor’s 500 Stock Index and the
Dow Jones Utilities Index.
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(1) Assumes $100 invested on December 31, 2008 in PG&E Corporation common stock, the Standard & Poor’s 500 Stock Index, and the Dow
Jones Utilities Index, and assumes quarterly reinvestment of dividends. The total shareholder returns shown are not necessarily indicative of
future returns.
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SELECTED FINANCIAL DATA

2013 2012 2011 2010 2009(in millions, except per share amounts)
PG&E Corporation
For the Year
Operating revenues . . . . . . . . . . . . . . . . $ 15,598 $ 15,040 $ 14,956 $ 13,841 $ 13,399
Operating income . . . . . . . . . . . . . . . . . 1,762 1,693 1,942 2,308 2,299
Income from continuing operations . . . . 828 830 858 1,113 1,234
Earnings per common share from

continuing operations, basic . . . . . . . . 1.83 1.92 2.10 2.86 3.25
Earnings per common share from

continuing operations, diluted . . . . . . . 1.83 1.92 2.10 2.82 3.20
Dividends declared per common share(1) . 1.82 1.82 1.82 1.82 1.68
At Year-End
Common stock price per share . . . . . . . . $ 40.28 $ 40.18 $ 41.22 $ 47.84 $ 44.65
Total assets . . . . . . . . . . . . . . . . . . . . . . 55,605 52,449 49,750 46,025 42,945
Long-term debt (excluding current

portion) . . . . . . . . . . . . . . . . . . . . . . 12,717 12,517 11,766 10,906 10,381
Capital lease obligations (excluding

current portion)(2) . . . . . . . . . . . . . . . 90 113 212 248 282
Energy recovery bonds (excluding

current portion)(3) . . . . . . . . . . . . . . . — — — 423 827
Pacific Gas and Electric Company
For the Year
Operating revenues . . . . . . . . . . . . . . . . $ 15,593 $ 15,035 $ 14,951 $ 13,840 $ 13,399
Operating income . . . . . . . . . . . . . . . . . 1,790 1,695 1,944 2,314 2,302
Income available for common stock . . . . 852 797 831 1,107 1,236
At Year-End
Total assets . . . . . . . . . . . . . . . . . . . . . . 55,049 51,923 49,242 45,679 42,709
Long-term debt (excluding current

portion) . . . . . . . . . . . . . . . . . . . . . . 12,717 12,167 11,417 10,557 10,033
Capital lease obligations (excluding

current portion)(2) . . . . . . . . . . . . . . . 90 113 212 248 282
Energy recovery bonds (excluding

current portion)(3) . . . . . . . . . . . . . . . — — — 423 827

(1) Information about the frequency and amount of dividends and restrictions on the payment of dividends is set forth in ‘‘Liquidity and
Financial Resources—Dividends’’ within ‘‘Management’s Discussion and Analysis of Financial Condition and Results of Operations,’’ and in
PG&E Corporation’s Consolidated Statements of Equity, the Utility’s Consolidated Statements of Shareholders’ Equity, and Note 5 of the
Notes to the Consolidated Financial Statements.

(2) The capital lease obligations amounts are included in noncurrent liabilities—other in PG&E Corporation’s and the Utility’s Consolidated
Balance Sheets.

(3) The energy recovery bonds matured in December 2012.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

OVERVIEW

PG&E Corporation is a holding company whose primary operating subsidiary is Pacific Gas and Electric
Company, a public utility operating in northern and central California. The Utility generates revenues mainly through
the sale and delivery of electricity and natural gas to customers. The Utility is regulated primarily by the CPUC and
the FERC. The CPUC has jurisdiction over the rates and terms and conditions of service for the Utility’s electricity
and natural gas distribution operations, electric generation, and natural gas transportation and storage. The FERC
has jurisdiction over the rates and terms and conditions of service governing the Utility’s electric transmission
operations and interstate natural gas transportation contracts. The NRC oversees the licensing, construction,
operation, and decommissioning of the Utility’s nuclear generation facilities. The Utility also is subject to the
jurisdiction of other federal, state, and local governmental agencies.

Before setting rates, the CPUC and the FERC conduct proceedings to determine the annual amount of revenue
that the Utility is authorized to collect from its customers to recover its reasonable operating and capital costs
(depreciation, tax, and financing expenses) of providing utility services. The primary CPUC proceedings are the GRC
and the GT&S rate case which generally occur every few years and result in revenue requirements that are set for
multi-year periods. The CPUC also periodically conducts a cost of capital proceeding, where it determines the capital
structure the Utility must maintain (i.e., the relative weightings of common equity, long-term debt, and preferred
equity) and authorizes the Utility to earn a specific rate of return on each capital component, including equity. The
authorized revenue requirements the CPUC sets in the GRC and GT&S rate cases are set at levels to provide the
Utility an opportunity to earn its authorized rates of return on its ‘‘rate base’’—the Utility’s net investment in
facilities, equipment, and other property used or useful in providing utility service to its customers. The primary
FERC proceeding is the electric TO rate case which generally occurs on an annual basis. The rate of return for the
Utility’s FERC jurisdictional assets is embedded in revenues authorized in the TO rate cases.

The Utility’s ability to recover its GRC revenue requirements does not depend on the volume of the Utility’s
sales of electricity and natural gas services. This decoupling of revenues and sales eliminates volatility in the revenues
earned by the Utility due to fluctuations in customer demand. The Utility’s ability to recover a portion of its GT&S
revenue requirements depends on the volume of natural gas transported as well as the use of its storage facilities.
The Utility’s ability to recover its electric transmission-related revenue requirements depends on the volume of
electricity sales.

The Utility’s revenue requirements are set based on forecast costs. Differences in the amount or timing between
forecast costs and actual costs can occur for numerous reasons, including unanticipated costs related to storms,
outages, catastrophic events, or to comply with new legislation, regulations, or orders; or third-party claims that are
not recoverable through insurance. Generally, differences between actual costs and forecast costs could affect the
Utility’s ability to earn its authorized return (referred to as ‘‘activities impacting earnings’’ below). However, for
certain core operating costs, such as costs associated with pension and other employee benefits, the Utility is
authorized to track the difference between actual amounts and forecast amounts and recover or refund the
difference through rates (referred to as ‘‘cost recovery activities’’ below). The Utility also collects additional revenue
requirements to recover certain costs that the CPUC has authorized the Utility to pass on to customers, including
costs to purchase electricity and natural gas; and to fund public purpose programs, such as demand response and
customer energy efficiency. Therefore, although the timing and amount of these costs can impact the Utility’s
revenue, these costs generally do not impact net income (included in ‘‘cost recovery activities’’ below).

There may be some types of costs that the CPUC has determined will not be recoverable through rates or for
which the Utility does not seek recovery, such as certain pipeline-related costs and fines associated with the Utility’s
natural gas transmission system. The CPUC could also disallow recovery of costs that it finds were not prudently or
reasonably incurred. The timing and amount of the unrecoverable or disallowed costs can materially impact the
Utility’s revenue and net income, as described more fully below.

This is a combined annual report of PG&E Corporation and the Utility, and includes separate Consolidated
Financial Statements for each of these two entities. PG&E Corporation’s Consolidated Financial Statements include
the accounts of PG&E Corporation, the Utility, and other wholly owned and controlled subsidiaries. The Utility’s
Consolidated Financial Statements include the accounts of the Utility and its wholly owned and controlled
subsidiaries. This combined Management’s Discussion and Analysis of Financial Condition and Results of Operations
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of PG&E Corporation and the Utility should be read in conjunction with the Consolidated Financial Statements and
the Notes to the Consolidated Financial Statements included in this annual report.

Summary of Changes in Net Income and Earnings per Share

PG&E Corporation’s net income available for common shareholders for 2013 was $814 million, or $1.83 per
share, as compared to $816 million, or $1.92 per share, for 2012. Operating results have continued to be materially
affected by costs the Utility has incurred to improve the safety and reliability of its natural gas operations that are
not recoverable through rates. These unrecovered costs have increased the Utility’s equity needs which PG&E
Corporation has funded through equity issuances that have materially diluted PG&E Corporation’s EPS.

The following table is a summary reconciliation of the key changes, after-tax, in PG&E Corporation’s income
available for common shareholders and EPS for the year ended December 31, 2013 compared to the prior year. (See
‘‘Results of Operations’’ and ‘‘Natural Gas Matters’’ below for additional information.)

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

Income Available for Common Shareholders—2012 . . . . . . . . . . . . . . . . . . . . . . $ 816 $ 1.92
Natural gas matters(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96 0.27
Growth in rate base earnings(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87 0.19
Environmental-related costs(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59 0.14
Reduction in authorized cost of capital(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . (166) (0.37)
Impact of capital spending over authorized(5) . . . . . . . . . . . . . . . . . . . . . . . . . (24) (0.06)
Uneconomic project and lease termination(6) . . . . . . . . . . . . . . . . . . . . . . . . . (11) (0.03)
Gas transmission revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9) (0.02)
Increase in shares outstanding(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (0.15)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (34) (0.06)

Income Available for Common Shareholders—2013 . . . . . . . . . . . . . . . . . . . . . . $ 814 $ 1.83

(1) The Utility incurred net costs and capital charges related to natural gas matters of $645 million and $812 million, pre-tax, during 2013 and
2012, respectively. These amounts are not recoverable through rates. See ‘‘Operating and Maintenance’’ below.

(2) Represents the impact of the increase in rate base as authorized in various rate cases during 2013 as compared to 2012.
(3) Environmental-related costs were lower in 2013 compared to 2012 when the Utility incurred a significant charge for environmental

remediation associated with the Hinkley natural gas compressor site.
(4) Reflects the lower cost of capital authorized in the 2013 Cost of Capital proceeding. The CPUC authorized the Utility to earn a ROE of

10.40% (compared to 11.35% previously authorized) and adjusted its cost of debt beginning on January 1, 2013.
(5) Represents the incremental interest and depreciation expense associated with capital expenditures that exceed the current authorized levels.
(6) Represents the expenses incurred in 2013 for terminated projects and leases, compared to 2012.
(7) Represents the impact of a higher number of weighted average shares outstanding during 2013, compared to 2012. PG&E Corporation issues

shares to fund its equity contributions to the Utility to maintain the Utility’s capital structure and fund operations, including expenses related
to natural gas matters. This has no dollar impact on earnings.

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

PG&E Corporation and the Utility believe that their future results of operations, financial condition, and cash
flows will be materially affected by several factors, including the timing and outcome of CPUC ratemaking
proceedings, the ultimate amount of costs the Utility will continue to incur to improve the safety and reliability of its
natural gas operations, the outcome of the pending investigations that commenced following the San Bruno accident
including the ultimate amount of fines the Utility will be required to pay, and the timing and amount of the Utility’s
financing needs.

• The Timing and Outcome of Ratemaking Proceedings. The majority of the Utility’s revenue requirements for
the next several years will be determined by the outcomes of the 2014 GRC and the 2015 GT&S rate case. In
the 2014 GRC, the Utility is seeking an increase in its 2014 revenue requirements of $1.16 billion over the
comparable revenues for 2013 that were previously authorized, as well as attrition increases for 2015 and 2016.
The CPUC’s ORA has recommended that the CPUC approve a 2014 revenue requirement that is lower than
the amount authorized for 2013. A proposed decision is anticipated in the first quarter of 2014. (See ‘‘2014
General Rate Case’’ below.) In the 2015 GT&S rate case, the Utility is seeking an increase in its 2015 revenue
requirements of $555 million over the comparable revenues for 2014 that were previously authorized, as well
as attrition increases for 2016 and 2017. The Utility has requested that the CPUC issue a final decision by the
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end of 2014. (See ‘‘2015 Gas Transmission and Storage Rate Case’’ below.) The outcome of these ratemaking
proceedings can be affected by many factors, including general economic conditions, the level of customer
rates, regulatory policies, and political considerations.

• The Ability of the Utility to Control Operating Costs and Capital Expenditures. Net income is negatively affected
when the authorized revenues are not sufficient for the Utility to recover the costs it actually incurs to provide
utility services. The Utility forecasts that it will incur total pipeline-related expenses ranging from $350 million
to $450 million in 2014 that will not be recoverable through rates. These amounts include costs to perform
work under the Utility’s PSEP that were disallowed by the CPUC, as well as costs related to the Utility’s
multi-year effort to identify and remove encroachments from transmission pipeline rights-of-way and other
gas-related work, and legal and other expenses. The Utility could record additional charges for PSEP capital
to the extent the Utility’s costs are higher than expected or if additional costs are disallowed by the CPUC.
(See ‘‘Disallowed Capital Costs’’ below.) The Utility’s ability to recover pipeline-related expenses beginning in
2015 also will be affected by the outcome of the 2015 GT&S rate case. Differences between the amount or
timing of the Utility’s actual costs and forecasted or authorized amounts may affect the Utility’s ability to earn
its authorized ROE.

• The Outcome of Pending Investigations and Enforcement Matters. Three CPUC investigations are still pending
against the Utility related to its natural gas operations and the San Bruno accident. The SED has
recommended that the CPUC impose what the SED characterizes as a penalty of $2.25 billion on the Utility,
consisting of a $300 million fine payable to the State General Fund and $1.95 billion of non-recoverable costs.
If the SED’s penalty recommendation is adopted, the Utility estimates that its total unrecovered costs and
fines related to natural gas transmission operations would be about $4.5 billion. (See ‘‘Pending CPUC
Investigations’’ below.) In addition, the CPUC and the SED may impose fines or take enforcement action with
respect to the Utility’s self-reports of noncompliance with certain natural gas safety regulations. (See ‘‘CPUC
Enforcement Matters’’ below.) The Utility may be required to pay additional civil or criminal penalties or
incur other costs, depending on the outcome of the pending federal criminal investigation of the San Bruno
accident. (See ‘‘Criminal Investigation’’ below.)

• The Amount and Timing of the Utility’s Financing Needs. PG&E Corporation contributes equity to the Utility
as needed to maintain the Utility’s CPUC-authorized capital structure. Future financing needs will be affected
by various factors, including the timing and amount of capital expenditures and operating expenses, the
amount of costs related to natural gas matters that are not recoverable through rates, and other factors
described in ‘‘Liquidity and Financial Resources’’ below. PG&E Corporation forecasts that it will issue a
material amount of equity in 2014, primarily to support the Utility’s 2014 capital expenditures (which are
forecasted to range from $5 billion to $6 billion) and to fund unrecovered costs. Depending on the outcome
of the pending investigations, PG&E Corporation may be required to issue additional common stock to fund
its equity contributions as the Utility pays fines and incurs additional unrecoverable gas safety-related costs.
These additional issuances could have a material dilutive effect on PG&E Corporation’s EPS. PG&E
Corporation’s and the Utility’s ability to access the capital markets and the terms and rates of future
financings could be affected by changes in their respective credit ratings, the outcome of natural gas matters,
general economic and market conditions, and other factors.

For more information about the factors and risks that could affect PG&E Corporation’s and the Utility’s future
results of operations, financial condition, and cash flows, or that could cause future results to differ from historical
results, see the section entitled ‘‘Risk Factors’’ below. In addition, this 2013 Annual Report contains forward-looking
statements that are necessarily subject to various risks and uncertainties. These statements reflect management’s
judgment and opinions which are based on current estimates, expectations, and projections about future events and
assumptions regarding these events and management’s knowledge of facts as of the date of this report. See the
section entitled ‘‘Cautionary Language Regarding Forward Looking Statements’’ below for a list of some of the
factors that may cause actual results to differ materially. PG&E Corporation and the Utility are not able to predict
all the factors that may affect future results. PG&E Corporation and the Utility do not undertake an obligation to
update forward-looking statements, whether in response to new information, future events, or otherwise.
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RESULTS OF OPERATIONS

PG&E Corporation

The consolidated results of operations consist primarily of balances related to the Utility, which are discussed
below. The table below provides a summary of consolidated net income (loss) for 2013, 2012 and 2011:

2013 2012 2011(in millions)
Consolidated Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $814 $816 $844
PG&E Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (38) 19 13
Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 852 797 831

PG&E Corporation’s net income consists primarily of operating and maintenance expense, interest expense on
long-term debt, other income from investments, and income taxes. In 2013, PG&E Corporation’s operating results
were primarily impacted by an impairment loss resulting from investments unrelated to PG&E Corporation’s core
operations with no similar activity in 2012 and by an increase in charitable contributions. There were no material
changes to PG&E Corporation’s operating results in 2012 compared to 2011.

Utility

The table below details certain items from the Utility’s accompanying Consolidated Statements of Income for
2013, 2012, and 2011. The presentation below separately identifies activities that impact earnings and cost recovery
activities that do not impact earnings.

Activities that impact earnings (net income) primarily include revenues authorized by the CPUC and FERC in
the various rate cases that are designed to recover the Utility’s costs to own and operate its assets and provide it with
an opportunity to earn its authorized rate of return on its rate base. Expenses that impact earnings include costs in
excess of amounts authorized and costs for which the Utility does not seek recovery. (See ‘‘Utility Activities
Impacting Earnings’’ below.) Activities that do not impact earnings include revenues collected to recover certain costs
that the Utility is authorized to pass on to customers, including costs to purchase electricity and natural gas, as well
as costs to fund public purpose programs. They also include revenues authorized in various rate cases that are
designated for a specific purpose such as 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
Activities Activities Utility Activities Activities Utility Activities Activities Utility(in millions)

Electric operating revenues . $ 6,465 $ 6,024 $ 12,489 $ 6,414 $ 5,600 $ 12,014 $ 6,150 $ 5,451 $ 11,601
Natural gas operating

revenues . . . . . . . . . . . 1,776 1,328 3,104 1,772 1,249 3,021 1,696 1,654 3,350

Total operating revenues . 8,241 7,352 15,593 8,186 6,849 15,035 7,846 7,105 14,951

Cost of electricity . . . . . . . — 5,016 5,016 — 4,162 4,162 — 4,016 4,016
Cost of natural gas . . . . . . — 968 968 — 861 861 — 1,317 1,317
Operating and maintenance . 4,374 1,368 5,742 4,563 1,482 6,045 4,087 1,372 5,459
Depreciation, amortization,

and decommissioning . . . 2,077 — 2,077 1,928 344 2,272 1,815 400 2,215

Total operating expenses . 6,451 7,352 13,803 6,491 6,849 13,340 5,902 7,105 13,007

Operating income . . . . . . . 1,790 — 1,790 1,695 — 1,695 1,944 — 1,944
Interest income(1) . . . . . . . 8 6 5
Interest expense(1) . . . . . . . (690) (680) (677)
Other income, net(1) . . . . . . 84 88 53

Income before income taxes 1,192 1,109 1,325
Income tax provision(1) . . . . 326 298 480

Net income . . . . . . . . . . . 866 811 845
Preferred stock dividend

requirement . . . . . . . . . 14 14 14

Income Available for
Common Stock . . . . . . . $ 852 $ 797 $ 831

(1) Items represent activities that impact earnings for 2013, 2012, and 2011.
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Utility Activities Impacting Earnings

The following discussion presents the Utility’s operating results for activities impacting earnings for 2013, 2012,
and 2011.

Operating Revenues

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

The Utility’s electric and natural gas operating revenues increased by $340 million, or 4%, in 2012 compared to
2011 primarily due to an increase in revenues authorized in various rate cases and increases in natural gas storage
revenues.

Operating and Maintenance

The Utility’s operating and maintenance expenses decreased by $189 million, or 4%, in 2013 compared to 2012,
primarily due to decreases of $167 million for net costs incurred in connection with natural gas matters (see table
below) and $88 million for environmental remediation costs associated with a significant charge in 2012 for the
Hinkley natural gas compressor station site. These costs were partially offset by increases in other expenses that were
not material. In each of 2013 and 2012, the Utility incurred expenses that were approximately $250 million higher
than the level of authorized revenue requirements to improve the safety and reliability of its operations that will not
be recovered in rates.

The Utility’s operating and maintenance expenses increased by $476 million, or 12%, in 2012 compared to 2011,
primarily due to costs incurred to improve the safety and reliability of electric and natural gas operations that were
approximately $250 million higher than amounts assumed under the 2011 rate cases. The remaining increase was
primarily attributable to an increase of $73 million for net costs incurred in connection with natural gas matters (see
table below), and a $56 million charge related to employee operational performance incentives.

The following table provides a summary of the Utility’s costs associated with natural gas matters that are not
recoverable through rates:

2013 2012 2011(in millions)
Pipeline-related expenses(1)(2) . . . . . . . . . . . . . . . . . . $ 387 $ 477 $ 483
Disallowed capital . . . . . . . . . . . . . . . . . . . . . . . . . . 196 353 —
Accrued fines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 17 200
Third-party liability claims . . . . . . . . . . . . . . . . . . . . 110 80 155
Insurance recoveries . . . . . . . . . . . . . . . . . . . . . . . . (70) (185) (99)
Contribution to City of San Bruno . . . . . . . . . . . . . . — 70 —

Total natural gas matters . . . . . . . . . . . . . . . . . . . . $ 645 $ 812 $ 739

(1) Includes $137 million, $268 million, and $331 million for work performed under the Utility’s PSEP in 2013, 2012, and 2011,
respectively.

(2) The decrease for 2013 reflects amounts that were authorized for recovery in the CPUC’s PSEP December 2012 decision as well
as lower legal and other expenses in 2013.

Pipeline-related expenses include costs to validate safe operating pressures, conduct strength testing, and
perform other work associated with the Utility’s PSEP; costs related to the Utility’s multi-year effort to identify and
remove encroachments (e.g. building structures and vegetation overgrowth) from transmission pipeline rights-of-way,
and costs to improve the integrity of transmission pipelines and to perform other gas-related work; and legal and
other expenses. In 2013, the Utility completed its ‘‘centerline’’ mapping survey of its entire gas transmission system to
locate, mark, and map the center of all transmission pipelines. The Utility recorded charges of $196 million and
$353 million in 2013 and 2012, respectively, for PSEP capital costs that are expected to exceed the amount to be
recovered. The additional charge in 2013 primarily reflects a change in project portfolio involving higher unit costs to
replace pipelines than originally forecast. (See ‘‘Natural Gas Matters—Disallowed Capital Costs’’ below.)

The Utility recorded charges of $22 million and $17 million in 2013 and 2012, respectively, for fines imposed on
the Utility by the CPUC and SED in connection with various self-reported violations and other enforcement matters.
The Utility accrued $200 million in 2011 as the minimum amount of fines deemed probable that the Utility will pay
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to the State General Fund in connection with the three pending CPUC investigations. (See ‘‘Natural Gas Matters—
Pending CPUC Investigations’’ below.)

The Utility has settled the claims of substantially all of the remaining plaintiffs who sought compensation for
personal injury, property damage, and other relief, following the San Bruno accident. The Utility has recorded
cumulative charges of $565 million for third-party claims related to the San Bruno accident, reflecting its best
estimate of probable loss. These costs were partially offset by cumulative insurance recoveries of $354 million.
Although the Utility believes that a significant portion of costs incurred for third-party claims (and associated legal
expenses of $86 million) will ultimately be recovered through its insurance, it is unable to predict the amount and
timing of additional insurance recoveries.

Depreciation, Amortization, and Decommissioning

The Utility’s depreciation, amortization, and decommissioning expenses increased by $149 million, or 8%, in
2013 compared to 2012, and by $113 million, or 6%, in 2012 compared to 2011, primarily due to the impact of
capital additions.

Interest Income, Interest Expense, and Other Income, Net

There were no material changes to interest income, interest expense, and other income, net for the periods
presented.

Income Tax Provision

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

The Utility’s income tax provision decreased by $182 million, or 38%, in 2012 compared to 2011. The effective
tax rates were 27% and 36% for 2012 and 2011, respectively. The effective tax rate decreased primarily due to lower
state and federal taxes for non-tax deductible penalties related to natural gas matters.

The differences between the Utility’s income taxes and amounts calculated by applying the federal statutory rate
to income before income tax expense for continuing operations for 2013, 2012, and 2011 were as follows:

2013 2012 2011

Federal statutory income tax rate . . . . . . . . . . . . . . . 35.0% 35.0% 35.0%
Increase (decrease) in income tax rate resulting

from:
State income tax (net of federal benefit) . . . . . . . . (2.2) (3.0) 1.6
Effect of regulatory treatment of fixed asset

differences . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.8) (3.9) (4.2)
Tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.4) (0.6) (0.5)
Benefit of loss carryback . . . . . . . . . . . . . . . . . . . (1.0) (0.4) (2.1)
Non deductible penalties . . . . . . . . . . . . . . . . . . . 0.7 0.5 6.3
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.9) (0.8) 0.1

Effective tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.4% 26.8% 36.2%

Utility Cost Recovery Activities

Cost of Electricity

The Utility’s cost of electricity includes the costs of power purchased from third parties, transmission, fuel used
in its own generation facilities, fuel supplied to other facilities under power purchase agreements, and realized gains
and losses on price risk management activities. (See Note 9 of the Notes to the Consolidated Financial Statements.)
The volume of power purchased by the Utility is driven by customer demand, the availability of the Utility’s own
generation facilities, and the cost effectiveness of each source of electricity. Additionally, the cost of electricity is
impacted by the higher cost of procuring renewable energy as the Utility increases the amount of its renewable
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energy deliveries to comply with California legislative and regulatory requirements, and by costs associated with
complying with California’s GHG laws.

2013 2012 2011(in millions)
Cost of purchased power . . . . . . . . . . . . . . . . . . . . . $ 4,696 $ 3,873 $ 3,719
Fuel used in own generation facilities . . . . . . . . . . . . 320 289 297

Total cost of electricity . . . . . . . . . . . . . . . . . . . . . . $ 5,016 $ 4,162 $ 4,016

Average cost of purchased power per kWh . . . . . . . . $ 0.094 $ 0.079 $ 0.089

Total purchased power (in millions of kWh) . . . . . . . 49,941 48,933 41,958

Cost of Gas

The Utility’s cost of natural gas includes the costs of procurement, storage, transportation of natural gas and
realized gains and losses on price risk management activities. (See Note 9 of the Notes to the Consolidated Financial
Statements.) The Utility’s future cost of natural gas will be affected by the market price of natural gas, changes in
the cost of storage and transportation, changes in customer demand, and by costs associated with complying with
California’s GHG laws.

2013 2012 2011(in millions)
Cost of natural gas sold . . . . . . . . . . . . . . . . . . . . . . $ 807 $ 676 $ 1,136
Transportation cost of natural gas sold . . . . . . . . . . . 161 185 181

Total cost of natural gas . . . . . . . . . . . . . . . . . . . . . $ 968 $ 861 $ 1,317

Average cost per Mcf of natural gas sold . . . . . . . . . $ 3.54 $ 2.91 $ 4.49

Total natural gas sold (in millions of Mcf)(1) . . . . . . . 228 232 253

(1) One thousand cubic feet

Operating Expenses

The Utility’s operating expenses also include certain recoverable costs that the Utility is required to incur as part
of its operations and include public purpose programs, pension, and other continuous business expenses.
Additionally, operating expenses in 2012 and 2011 include the amortization of energy recovery bonds regulatory asset
which fully amortized in 2012. If the Utility were to spend over authorized amounts, these expenses could have an
impact to earnings.

LIQUIDITY AND FINANCIAL RESOURCES

Overview

The Utility’s ability to fund operations and make distributions to PG&E Corporation depends on the levels of
its operating cash flows and access to the capital and credit markets. The levels of the Utility’s operating cash and
short-term debt fluctuate as a result of seasonal load, volatility in energy commodity costs, collateral requirements
related to price risk management activities, the timing and amount of tax payments or refunds, and the timing and
effect of regulatory decisions and long-term financings, among other factors. The Utility generally utilizes equity
contributions from PG&E Corporation and long-term senior unsecured debt issuances to maintain its
CPUC-authorized capital structure. The Utility relies on short-term debt, including commercial paper, to fund
temporary financing needs. The CPUC authorizes the aggregate amount of long-term debt and short-term debt that
the Utility may issue and authorizes the Utility to recover its related debt financing costs. The Utility has short-term
borrowing authority of $4.0 billion, including $500 million that is restricted to certain contingencies.

PG&E Corporation’s ability to fund operations, make scheduled principal and interest payments, fund Utility
equity contributions as needed for the Utility to maintain its CPUC-authorized capital structure, and pay dividends
primarily depends on PG&E Corporation’s access to the capital and credit markets and the level of cash distributions
received from the Utility. PG&E Corporation’s equity contributions to the Utility are funded primarily through
common stock issuances. PG&E Corporation’s stock issuances used to fund Utility equity needs attributable to
unrecoverable costs and penalties have had and will continue to have a dilutive effective on PG&E Corporation’s
EPS. PG&E Corporation also may use draws under its revolving credit facility or issuances under its commercial
paper program to occasionally fund equity contributions on an interim basis.
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PG&E Corporation and the Utility have $889 million of long-term debt maturing within the next 6 months.
PG&E Corporation and the Utility plan to repay this debt with capital market financings.

Further, given the Utility’s significant ongoing capital expenditures, the Utility will continue to need equity
contributions from PG&E Corporation to maintain its authorized capital structure. The Utility’s future equity needs
will continue to be affected by costs that are not recoverable through rates, including costs related to natural gas
matters, incremental work to improve safety and reliability of electric and gas operations in excess of authorized
revenue requirements, and environmental remediation costs. The Utility’s equity needs would also increase to the
extent it is required to pay fines or penalties in connection with pending investigations. (See ‘‘Natural Gas Matters’’
below.)

PG&E Corporation’s and the Utility’s credit ratings may be affected by the ultimate outcome of the pending
investigations related to natural gas matters and the San Bruno accident. PG&E Corporation’s and the Utility’s
credit ratings may affect their access to the credit and capital markets and their respective financing costs in those
markets. Credit rating downgrades may increase the cost of short-term borrowing, including PG&E Corporation’s
and the Utility’s commercial paper, as well as the costs associated with their respective credit facilities, and long-term
debt.

PG&E Corporation and the Utility maintain separate bank accounts and primarily invest their cash in money
market funds. The following table summarizes PG&E Corporation’s and the Utility’s cash positions:

December 31,
2013 2012(in millions)

PG&E Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 231 $ 207
Utility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65 194

Total consolidated cash and cash equivalents . . . . . . . . . . . . . . . . . $ 296 $ 401

In addition to these cash and cash equivalents, PG&E Corporation and the Utility hold restricted cash that
primarily consists of cash held in escrow pending the resolution of the remaining disputed claims that were filed in
the Utility’s reorganization proceeding under Chapter 11 of the U.S. Bankruptcy Code. (See Note 12 of the Notes to
the Consolidated Financial Statements.)

Revolving Credit Facilities and Commercial Paper Programs

In April 2013, PG&E Corporation and the Utility amended and restated their revolving credit facilities to extend
their termination dates from May 31, 2016 to April 1, 2018. These agreements contain substantially similar terms as
the original 2011 credit agreements.

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

The following table summarizes PG&E Corporation’s and the Utility’s outstanding borrowings under their
revolving credit facilities and the Utility’s commercial paper program at December 31, 2013:

Letters of
Termination Facility Credit Commercial Facility

Date Limit Outstanding Borrowings Paper Availability(in millions)
PG&E Corporation . . . . . . . . . . . . . . . . April 2018 $ 300(1) $ — $ 260 $ — $ 40
Utility . . . . . . . . . . . . . . . . . . . . . . . . . April 2018 3,000(2) 79 — 914(3) 2,007(3)

Total revolving credit facilities . . . . . . . . $ 3,300 $ 79 $ 260 $ 914 $ 2,047

(1) Includes a $100 million sublimit for letters of credit and a $100 million commitment for loans that are made available on a same-day basis
and are repayable in full within 7 days.

(2) Includes a $1.0 billion sublimit for letters of credit and a $300 million commitment for loans that are made available on a same-day basis
and are repayable in full within 7 days.

(3) The Utility treats the amount of its outstanding commercial paper as a reduction to the amount available under its revolving credit facility.

For 2013, the average outstanding borrowings under PG&E Corporation’s revolving credit facility were
$214 million and the maximum outstanding balance during the year was $260 million. For 2013, the Utility’s average
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outstanding commercial paper balance was $542 million and the maximum outstanding balance during the year was
$1.1 billion. The Utility did not borrow under its credit facility in 2013.

The revolving credit facilities include usual and customary provisions for revolving credit facilities of this type,
including those regarding events of default and covenants limiting liens to those permitted under PG&E
Corporation’s and the Utility’s senior note indentures, mergers, sales of all or substantially all of PG&E
Corporation’s and the Utility’s assets, and other fundamental changes. In addition, the revolving credit facilities
require that PG&E Corporation and the Utility maintain a ratio of total consolidated debt to total consolidated
capitalization of at most 65% as of the end of each fiscal quarter. PG&E Corporation’s revolving credit facility
agreement also requires that PG&E Corporation own, directly or indirectly, at least 80% of the common stock and
at least 70% of the voting capital stock of the Utility. At December 31, 2013, PG&E Corporation and the Utility
were in compliance with all covenants under their respective revolving credit facilities.

2013 Financings

Utility

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

Issue Date Amount(in millions)
Senior Notes

3.25%, due 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . June 14 $ 375
4.60%, due 2043 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . June 14 375
3.85%, due 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . November 12 300
5.125%, due 2043 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . November 12 500

Total debt issuances in 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,550

The net proceeds from the issuance of Utility senior notes in 2013 were used to fund maturing debt, to
repurchase and extinguish $461 million principal amount, net of $15 million of premiums and $6 million of accrued
interest, of the Utility’s outstanding 4.80% Senior Notes due March 1, 2014, fund capital expenditures, and for
general corporate purposes.

The Utility also received cash contributions of $1.1 billion from PG&E Corporation during 2013 to ensure that
the Utility had adequate capital to maintain the 52% common equity ratio authorized by the CPUC.

PG&E Corporation

In May 2013, PG&E Corporation entered into a new equity distribution agreement providing for the sale of
PG&E Corporation common stock having an aggregate gross sales price of up to $400 million. As of December 31,
2013, PG&E Corporation had sold common stock having an aggregate gross sales price of $395 million and had the
ability to issue an additional $5 million of its common stock under this agreement. During 2013, PG&E Corporation
paid commissions of $3 million under this agreement. PG&E Corporation terminated this agreement in January 2014
and intends to enter into a new equity distribution agreement providing for the sale of PG&E Corporation’s common
stock having an aggregate gross sales price of $500 million.

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

• 7 million shares were sold in an underwritten public offering for cash proceeds of $300 million, net of fees
and commissions;

• 8 million shares that were issued for cash proceeds of $290 million under the PG&E Corporation 401(k) plan,
the Dividend Reinvestment and Stock Purchase Plan, and share-based compensation plans; and

• 11 million shares were sold for cash proceeds of $455 million, net of commissions paid of $4 million, under
equity distribution agreements.

The proceeds from these sales were used for general corporate purposes, including the infusion of equity into
the Utility. For the year ended December 31, 2013, PG&E Corporation made equity contributions to the Utility of
$1.1 billion. PG&E Corporation forecasts that it will need to continue to issue additional common stock to fund the
Utility’s equity needs.
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Dividends

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

• Comparability: Pay a dividend competitive with the securities of comparable companies based on payout ratio
(the proportion of earnings paid out as dividends) and, with respect to PG&E Corporation, yield
(i.e., dividend per share divided by share price);

• Flexibility: Allow sufficient cash to pay a dividend and to fund investments while avoiding having to issue new
equity unless PG&E Corporation’s or the Utility’s capital expenditure requirements are growing rapidly and
PG&E Corporation or the Utility can issue equity at reasonable cost and terms; and

• Sustainability: Avoid reduction or suspension of the dividend despite fluctuations in financial performance
except in extreme and unforeseen circumstances.

Each Board of Directors retains authority to change the common stock dividend rate at any time, especially if
unexpected events occur that would change its view as to the prudent level of cash conservation. No dividend is
payable unless and until declared by the applicable Board of Directors. In addition, before declaring a dividend, the
CPUC requires that the PG&E Corporation Board of Directors give first priority to the Utility’s capital
requirements, as determined to be necessary and prudent to meet the Utility’s obligation to serve or to operate the
Utility in a prudent and efficient manner. The Boards of Directors must also consider the CPUC requirement that
the Utility maintain, on average, its CPUC-authorized capital structure including a 52% equity component.

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

The following table summarizes PG&E Corporation’s and the Utility’s dividends paid:

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

Common stock dividends paid . . . . . . . . . . . . . . . $ 782 $ 746 $ 704
Common stock dividends reinvested in Dividend

Reinvestment and Stock Purchase Plan . . . . . . . 22 22 24
Utility:

Common stock dividends paid . . . . . . . . . . . . . . . $ 716 $ 716 $ 716
Preferred stock dividends paid . . . . . . . . . . . . . . . 14 14 14

In December 2013, the Board of Directors of PG&E Corporation declared quarterly dividends of $0.455 per
share, totaling $208 million, of which $202 million was paid in January 2014 to shareholders of record on
December 31, 2013.

In December 2013, the Board of Directors of the Utility declared dividends on its outstanding series of
preferred stock, payable in February 2014, to shareholders of record on January 31, 2014.

As the Utility focuses on improving the safety and reliability of its natural gas and electric operations, and
subject to the outcome of the matters described under ‘‘Natural Gas Matters’’ below, PG&E Corporation expects
that its Board will continue to maintain the current quarterly common stock dividend.

Utility

Operating Activities

The Utility’s cash flows from operating activities primarily consist of receipts from customers less payments of
operating expenses, other than expenses such as depreciation that do not require the use of cash.
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The Utility’s cash flows from operating activities for 2013, 2012, and 2011 were as follows:

2013 2012 2011(in millions)
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 866 $ 811 $ 845
Adjustments to reconcile net income to net cash provided by operating

activities:
Depreciation, amortization, and decommissioning . . . . . . . . . . . . . . . 2,077 2,272 2,215
Allowance for equity funds used during construction . . . . . . . . . . . . (101) (107) (87)
Deferred income taxes and tax credits, net . . . . . . . . . . . . . . . . . . . . 1,103 684 582
PSEP disallowed capital expenditures . . . . . . . . . . . . . . . . . . . . . . . 196 353 —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299 236 289
Effect of changes in operating assets and liabilities:

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (152) (40) (227)
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10) (24) (63)
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99 (26) 51
Income taxes receivable/payable . . . . . . . . . . . . . . . . . . . . . . . . . . (377) (50) (192)
Other current assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . (404) 272 36
Regulatory assets, liabilities, and balancing accounts, net . . . . . . . . (202) 291 (100)
Other noncurrent assets and liabilities . . . . . . . . . . . . . . . . . . . . . 22 256 414

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . $ 3,416 $ 4,928 $ 3,763

During 2013, net cash provided by operating activities decreased by $1.5 billion as compared to 2012 when the
Utility collected $460 million from customers related to the energy recovery bonds which matured at the end of 2012.
In addition, in 2013, the amount of cash collateral returned to the Utility by third parties was $243 million lower
than in 2012, the settlement payments the Utility received from the U.S Treasury related to the Utility’s spent
nuclear fuel disposal costs was $221 million lower, net of legal fees, than the Utility received in 2012, and the
Utility’s tax payments were $236 million higher than in 2012. The remaining changes in cash flows from operating
activities consisted of fluctuations in activities within the normal course of business such as the timing and amount of
customer billings and collections.

During 2012, net cash provided by operating activities increased by $1.2 billion compared to 2011 when the
Utility’s net collateral payments were $352 million higher. Also, in 2012, the Utility received settlement payments of
$250 million, net of legal fees, from the U.S. Treasury related to the Utility’s spent nuclear fuel disposal costs and
made tax payments that were $224 million lower than in 2011. The remaining changes in cash flows from operating
activities consisted of fluctuations in activities within the normal course of business such as the timing and amount of
customer billings and collections.

Future cash flow from operating activities will be affected by various factors, including:

• the timing and outcome of ratemaking proceedings, including the 2014 GRC and 2015 GT&S rate cases;

• the timing and amount of tax payments, tax refunds, net collateral payments, and interest payments;

• the timing and amount of insurance recoveries related to third party claims;

• the timing and amount of fines or penalties that may be imposed, as well as any costs associated with
remedial actions the Utility may be required to implement;

• the timing and amount of costs the Utility incurs, but does not recover, to improve the safety and reliability of
its natural gas system (see ‘‘Operating and Maintenance’’ above and ‘‘Natural Gas Matters’’ below); and

• the timing of the resolution of the Chapter 11 disputed claims and the amount of interest on these claims that
the Utility will be required to pay (see Note 12 of the Notes to the Consolidated Financial Statements).
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Investing Activities

The Utility’s investing activities primarily consist of construction of new and replacement facilities necessary to
deliver safe and reliable electricity and natural gas services to its customers. The amount and timing of the Utility’s
capital expenditures is affected by many factors such as the occurrence of storms and other events causing outages or
damages to the Utility’s infrastructure. Cash used in investing activities also includes the proceeds from sales of
nuclear decommissioning trust investments which are largely offset by the amount of cash used to purchase new
nuclear decommissioning trust investments. The funds in the decommissioning trusts, along with accumulated
earnings, are used exclusively for decommissioning and dismantling the Utility’s nuclear generation facilities.

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

2013 2012 2011(in millions)
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (5,207) $ (4,624) $ (4,038)
Decrease in restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 50 200
Proceeds from sales and maturities of nuclear decommissioning trust

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,619 1,133 1,928
Purchases of nuclear decommissioning trust investments . . . . . . . . . . . . (1,604) (1,189) (1,963)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 16 14

Net cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . $ (5,142) $ (4,614) $ (3,859)

Net cash used in investing activities increased by $528 million in 2013 compared to 2012. This increase was due
to an increase of $583 million in capital expenditures, partially offset by net proceeds associated with sales of nuclear
decommissioning trust investments in 2013 as compared to net purchases of nuclear decommissioning trust
investments in 2012.

Net cash used in investing activities increased by $755 million in 2012 compared to 2011. This increase was
primarily due to an increase of $586 million in capital expenditures and a reduction in restricted cash released for
resolved Chapter 11 disputed claims of $150 million.

Future cash flows used in investing activities are largely dependent on the timing and amount of capital
expenditures. The Utility forecasts that it will incur between $5 billion and $6 billion in capital expenditures for 2014.
Most of the Utility’s revenue requirements to recover forecasted capital expenditures are authorized in the GRC,
TO, and GT&S rate cases. The Utility’s ability to invest in its electric and natural gas systems and develop new
generation facilities is subject to many risks, including risks related to securing adequate and reasonably priced
financing, obtaining and complying with terms of permits, meeting construction budgets and schedules, and satisfying
operating and environmental performance standards.

Financing Activities

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

2013 2012 2011(in millions)
Borrowings under revolving credit facilities . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 208
Repayments under revolving credit facilities . . . . . . . . . . . . . . . . . . . . — — (208)
Net issuances (repayments) of commercial paper, net of discount of $2

in 2013, $3 in 2012, and $4 in 2011 . . . . . . . . . . . . . . . . . . . . . . . . . 542 (1,021) 782
Proceeds from issuance of short-term debt . . . . . . . . . . . . . . . . . . . . . — — 250
Proceeds from issuance of long-term debt, net of premium, discount,

and issuance costs of $18 in 2013, $13 in 2012, and $8 in 2011 . . . . . 1,532 1,137 792
Short-term debt matured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (250) (250)
Long-term debt matured or repurchased . . . . . . . . . . . . . . . . . . . . . . . (861) (50) (700)
Energy recovery bonds matured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (423) (404)
Preferred stock dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14) (14) (14)
Common stock dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (716) (716) (716)
Equity contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,140 885 555
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (26) 28 54

Net cash provided by (used in) financing activities . . . . . . . . . . . . . . . $ 1,597 $ (424) $ 349
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In 2013, net cash provided by financing activities increased by $2.0 billion compared to the same period in 2012.
In 2012, net cash provided by financing activities decreased by $773 million compared to 2011. Cash provided by or
used in financing activities is driven by the Utility’s financing needs, which depend on the level of cash provided by
or used in operating activities, the level of cash provided by or used in investing activities, the conditions in the
capital markets, and the maturity date of existing debt instruments. The Utility generally utilizes long-term senior
unsecured debt issuances and equity contributions from PG&E Corporation to maintain its CPUC-authorized capital
structure, and relies on short-term debt to fund temporary financing needs.

PG&E Corporation

PG&E Corporation affiliates hold four tax equity agreements to fund residential and commercial retail solar
energy installations with four separate privately held funds that are considered VIEs. Under these agreements,
PG&E Corporation has made cumulative lease payments and investment contributions of $362 million and received
$275 million in benefits and customer payments from 2010 to 2013. PG&E Corporation has no material remaining
commitment to fund these agreements. Lease payments, investment contributions, benefits, and customer payments
received are included in cash flows from operating and investing activities within the Consolidated Statements of
Cash Flows.

In addition to the investments above, PG&E Corporation had the following material cash flows on a stand-alone
basis for the years ended December 31, 2013, 2012, and 2011: dividend payments, common stock issuances,
borrowings and repayments under its revolving credit facility, and transactions between PG&E Corporation and the
Utility.

CONTRACTUAL COMMITMENTS

The following table provides information about PG&E Corporation’s and the Utility’s contractual commitments
at December 31, 2013:

Payment due by period
Less Than More Than

1 Year 1 - 3 Years 3 - 5 Years 5 Years Total(in millions)
Contractual Commitments:
Utility
Long-term debt(1):

Fixed rate obligations . . . . . . . . . . . . . $ 1,181 $ 1,258 $ 2,718 $ 18,708 $ 23,865
Variable rate obligations . . . . . . . . . . . 2 326 651 211 1,190

Purchase obligations(2):
Power purchase agreements:

Qualifying facilities . . . . . . . . . . . . . 913 1,294 856 1,614 4,677
Renewable energy (other than QF) . 1,906 4,211 4,066 30,242 40,425
Other power purchase agreements . . 829 1,492 1,324 2,984 6,629

Natural gas supply, transportation, and
storage . . . . . . . . . . . . . . . . . . . . . 727 348 216 756 2,047

Nuclear fuel agreements . . . . . . . . . . . 145 308 280 647 1,380
Pension and other benefits(3) . . . . . . . . . 398 796 796 398 2,388
Capital lease obligations(2) . . . . . . . . . . . 27 46 30 8 111
Operating leases(2) . . . . . . . . . . . . . . . . . 42 71 51 193 357
Preferred dividends(4) . . . . . . . . . . . . . . 14 28 28 — 70
PG&E Corporation
Long-term debt(1):

Fixed rate obligations . . . . . . . . . . . . . 355 — — — 355

Total . . . . . . . . . . . . . . . . . . . . . . . . . . 6,539 10,178 11,016 55,761 83,494

(1) Includes interest payments over the terms of the debt. Interest is calculated using the applicable interest rate at December 31, 2013 and
outstanding principal for each instrument with the terms ending at each instrument’s maturity. (See Note 4 of the Notes to the Consolidated
Financial Statements.)

(2) See Note 14 of the Notes to the Consolidated Financial Statements.
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(3) See Note 11 of the Notes to the Consolidated Financial Statements. Payments into the pension and other benefits plans are based on annual
contribution requirements. As these annual requirements continue indefinitely into the future, the amount shown in the column entitled
‘‘more than 5 years’’ represents only 1 year of contributions for the Utility’s pension and other benefit plans.

(4) Based on historical performance, it is assumed for purposes of the table above that dividends are payable within a fixed period of five years.

The contractual commitments table above excludes potential payments associated with unrecognized tax
positions. Due to the uncertainty surrounding tax audits, PG&E Corporation and the Utility cannot make reliable
estimates of the amounts and periods of future payments to major tax jurisdictions related to unrecognized tax
benefits. Matters relating to tax years that remain subject to examination are discussed in Note 8 of the Notes to the
Consolidated Financial Statements.

NATURAL GAS MATTERS

Since the San Bruno accident, PG&E Corporation and the Utility have incurred total cumulative charges of
approximately $2.5 billion related to natural gas matters that are not recoverable through rates, as shown in the
following table:

2013 2012 2011 2010 Total(in millions)
Pipeline-related expenses(1) . . . . . . . . . . $ 387 $ 477 $ 483 $ 63 $ 1,410
Disallowed capital(2) . . . . . . . . . . . . . . . 196 353 — — 549
Accrued fines(3) . . . . . . . . . . . . . . . . . . . 22 17 200 — 239
Third-party liability claims(4) . . . . . . . . . 110 80 155 220 565
Insurance recoveries(4) . . . . . . . . . . . . . . (70) (185) (99) — (354)
Contribution(5) . . . . . . . . . . . . . . . . . . . — 70 — — 70

Total natural gas matters . . . . . . . . . . . $ 645 $ 812 $ 739 $ 283 $ 2,479

(1) Cumulative expenses through December 31, 2013 include PSEP-related expenses of $736 million and other gas safety-related work of
$348 million.

(2) See ‘‘Disallowed Capital Costs’’ below.
(3) See ‘‘Pending CPUC Investigations’’ and ‘‘Other Enforcement Matters’’ below.
(4) The Utility has settled substantially all of the third-party liability claims related to the San Bruno accident. See ‘‘Operating and

Maintenance’’ above and ‘‘Note 14 of the Consolidated Financial Statements’’ below.
(5) On March 12, 2012, the Utility and the City of San Bruno entered into an agreement under which the Utility contributed $70 million to

support the city and the community’s recovery efforts.

Pending CPUC Investigations

There are three CPUC investigative enforcement proceedings pending against the Utility that relate to (1) the
Utility’s safety recordkeeping for its natural gas transmission system, (2) the Utility’s operation of its natural gas
transmission pipeline system in or near locations of higher population density, and (3) the Utility’s pipeline
installation, integrity management, recordkeeping and other operational practices, and other events or courses of
conduct, that could have led to or contributed to the San Bruno accident.

The SED has issued investigative reports and briefs in each of these investigations alleging that the Utility
committed numerous violations of applicable laws and regulations. In July 2013, the SED recommended that the
CPUC impose what the SED characterizes as a penalty of $2.25 billion on the Utility, allocated as follows:
(1) $300 million as a fine to the State General Fund, (2) $435 million for a portion of costs related to the Utility’s
PSEP that were previously disallowed by the CPUC and funded by shareholders, and (3) $1.515 billion to perform
PSEP work that was previously approved by the CPUC, implement operational remedies, and for future costs. (See
‘‘Disallowed Capital Costs’’ below.) If the SED’s penalty recommendation is adopted, the Utility estimates that its
total unrecovered costs and fines related to natural gas transmission operations would be about $4.5 billion. Other
parties, including the City of San Bruno, TURN, the CPUC’s ORA, and the City and County of San Francisco, have
recommended total penalties of at least $2.25 billion, including fines payable to the State General Fund of differing
amounts.
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The ALJs who oversee the investigations are expected to issue one or more presiding officers’ decisions to
address the violations that they have determined the Utility committed and to impose penalties. It is uncertain when
the decisions will be issued. Based on the CPUC’s rules, the presiding officer’s decisions would become the final
decisions of the CPUC 30 days after issuance unless the Utility or another party filed an appeal with the CPUC, or a
CPUC commissioner requested that the CPUC review the decision, within such time. If an appeal or review request
is filed, other parties would have 15 days to provide comments but the CPUC could act before considering any
comments.

At December 31, 2013, the Consolidated Balance Sheets included an accrual of $200 million in other current
liabilities for the minimum amount of fines deemed probable that the Utility will pay to the State General Fund. The
Utility is unable to make a better estimate due to the many variables that could affect the final outcome, including
how the total number and duration of violations will be determined; how the various penalty recommendations made
by the SED and other parties will be considered; how the financial and tax impact of unrecoverable costs the Utility
has incurred, and will continue to incur, to improve the safety and reliability of its pipeline system will be considered;
whether the Utility’s costs to perform any required remedial actions will be considered; and how the CPUC will
respond to public pressure. Future changes in these estimates or the assumptions on which they are based could have
a material impact on PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows.
The CPUC may impose fines on the Utility that are materially higher than the amount accrued and may disallow
PSEP costs that were previously authorized for recovery or other future costs. Disallowed capital investments would
be charged to net income in the period in which the CPUC orders such a disallowance. See ‘‘Disallowed Capital
Costs’’ below. Future disallowed expense and capital costs would be charged to net income in the period incurred.

Other CPUC Enforcement Matters

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

Gas Safety Citation Program. The Utility and other California gas corporations are required to provide notice
to the SED of any self-identified or self-corrected violations of certain state and federal regulations that relate to the
safety of their natural gas facilities and operating practices. The SED is authorized to issue citations and impose fines
for self-identified or self-corrected violations and for violations that the SED identifies through its periodic audits of
the Utility’s operations or otherwise. The SED can exercise its discretion in determining whether to impose fines and
the amount of such fines, or whether to take other enforcement action, based on the totality of the circumstances.
The SED can consider such factors as the severity of the safety risk associated with each violation; the number and
duration of the violations; whether the violation was self-reported, and whether corrective actions were taken. In
January 2012, the SED imposed fines of $16.8 million on the Utility for self-reported failure to perform certain leak
surveys and in 2013 the SED imposed fines ranging from $50,000 to $8.1 million for self-reported violations. The
Utility has filed over 50 self-reports with the SED, plus additional follow-up reports, that the SED has not yet
addressed. The SED is expected to impose fines or take enforcement action with respect to some of these
self-reports.

Natural Gas Transmission Pipeline Rights-of-Way. In 2012, the Utility notified the CPUC and the SED that it is
undertaking a system-wide effort to survey its transmission pipelines and identify and remove encroachments (such as
building structures and vegetation overgrowth) from pipeline rights-of-way over a multi-year period. The SED could
impose fines on the Utility or take other enforcement action in connection with this matter.

Orders to Show Cause. In August 2013, the CPUC issued two OSCs related to a document submitted by the
Utility on July 3, 2013 as ‘‘errata’’ to correct information about some segments in Lines 101 and 147 (two of the
Utility’s natural gas transmission pipelines that serve the San Francisco peninsula) that had been previously provided
to the CPUC in October 2011 to allow the Utility to restore operating pressure on these pipelines. On December 19,
2013, the CPUC issued a decision to impose fines of approximately $14 million on the Utility in connection with the
errata submission, finding that the Utility violated CPUC rules that prohibit any person from misleading the CPUC.
The Utility recorded this amount as an expense for 2013. On January 23, 2014, the Utility filed an application for the
rehearing of this decision, arguing that it is erroneous in several respects. It is uncertain when the CPUC will issue a
decision on the other OSC that directed the Utility to show cause why all orders issued by the CPUC to authorize
increased operating pressure on the Utility’s gas transmission pipelines should not be immediately suspended pending
competent demonstration that the Utility’s natural gas system records are reliable. Briefing on this OSC was
completed on January 31, 2014.
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Disallowed Capital Costs

In 2011, the CPUC ordered all natural gas operators in California to submit proposed plans to modernize and
upgrade their natural gas transmission systems as well as associated cost forecasts and ratemaking proposals. In
December 2012, the CPUC approved most of the projects proposed in the Utility’s PSEP application that was filed
in August 2011, but disallowed the Utility’s request for rate recovery of a significant portion of costs the Utility
forecasted it would incur through 2014. In October 2013, the Utility updated its PSEP application to present the
results of its completed search and review of records relating to validation of operating pressure for all of the
approximately 6,750 miles of the Utility’s natural gas transmission pipelines. The Utility requested that the CPUC
approve changes to the scope and prioritization of PSEP work, including deferring some projects to after 2014 and
accelerating other projects, and that the CPUC adjust authorized revenue requirements to reflect these changes. The
Utility has requested that the CPUC issue a final decision by August 2014.

As of December 31, 2013, the Utility has recorded cumulative charges of $549 million for PSEP capital costs
that are expected to exceed the amount to be recovered. The Utility has requested that the CPUC authorize capital
costs of $766 million under the PSEP, reflecting the proposed changes in the PSEP update application. Of this
amount, approximately $280 million is recorded in Property, Plant, and Equipment on the Consolidated Balance
Sheets at December 31, 2013. The Utility could record additional charges to the extent PSEP capital costs are higher
than currently expected, or if additional capital costs are disallowed by the CPUC. The Utility’s ability to recover
PSEP capital costs also could be affected by the final decisions to be issued in the CPUC’s pending investigations
discussed above.

Criminal Investigation

In June 2011, the U.S. Department of Justice, the California Attorney General’s Office, and the San Mateo
County District Attorney’s Office began an investigation of the San Bruno accident and indicated that the Utility is a
target of the investigation. Although the San Mateo County District Attorney’s Office has publicly indicated that it
will not pursue state criminal charges, the U.S. Department of Justice may still bring criminal charges, including
charges based on claims that the Utility violated the federal Pipeline Safety Act, against PG&E Corporation or the
Utility. It is uncertain whether any criminal charges will be brought against any of PG&E Corporation’s or the
Utility’s current or former employees. The Utility is continuing to cooperate with federal investigators. A criminal
charge or finding would further harm the Utility’s reputation. PG&E Corporation and the Utility are unable to
estimate the amount or range of reasonably possible losses associated with any civil or criminal penalties that could
be imposed and such penalties could have a material impact on PG&E Corporation’s and the Utility’s financial
condition, results of operations, and cash flows. In addition, the Utility’s business or operations could be negatively
affected by any remedial measures that the Utility may undertake, such as operating its natural gas transmission
business subject to the supervision and oversight of an independent monitor.

Third-party Liability Claims

See Note 14 of the Notes to the Consolidated Financial Statements.

Class Action Complaint

On August 23, 2012, a complaint was filed in the San Francisco Superior Court against PG&E Corporation and
the Utility (and other unnamed defendants) by individuals who seek certification of a class consisting of all California
residents who were customers of the Utility between 1997 and 2010, with certain exceptions. The plaintiffs allege that
the Utility collected more than $100 million in customer rates from 1997 through 2010 for the purpose of various
safety measures and operations projects but instead used the funds for general corporate purposes such as executive
compensation and bonuses. The plaintiffs allege that PG&E Corporation and the Utility engaged in unfair business
practices in violation of California state law. The plaintiffs seek restitution and disgorgement, as well as
compensatory and punitive damages.

PG&E Corporation and the Utility contest the plaintiffs’ allegations. On May 23, 2013, the court granted PG&E
Corporation’s and the Utility’s request to dismiss the complaint on the grounds that the CPUC has exclusive
jurisdiction to adjudicate the issues raised by the plaintiffs’ allegations. The plaintiffs have appealed the court’s ruling
to the California Court of Appeal. PG&E Corporation and the Utility are unable to estimate the amount or range of
reasonably possible losses, if any, that may be incurred in connection with this matter if the lower court’s ruling is
reversed.
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Other Pending Lawsuits and Claims

At December 31, 2013, there were also four purported shareholder derivative lawsuits outstanding against
PG&E Corporation and the Utility seeking recovery on behalf of PG&E Corporation and the Utility for alleged
breaches of fiduciary duty by officers and directors, among other claims. The plaintiffs for three of these lawsuits
have filed a consolidated complaint with the San Mateo County Superior Court. The court has lifted the stay on
these proceedings for the limited purpose of allowing the parties to exchange information and discuss possible
resolution. A case management conference is scheduled for April 18, 2014. The remaining purported shareholder
derivative lawsuit, filed in the U.S. District Court for the Northern District of California, remains stayed.

In February 2011, the Board of Directors of PG&E Corporation authorized PG&E Corporation to reject a
demand made by another shareholder that the Board of Directors (1) institute an independent investigation of the
San Bruno accident and related alleged safety issues; (2) seek recovery of all costs associated with such issues
through legal proceedings against those determined to be responsible, including Board of Directors members,
officers, other employees, and third parties; and (3) adopt corporate governance initiatives and safety programs. The
Board of Directors also reserved the right to commence further investigation or litigation regarding the San Bruno
accident if the Board of Directors deems such investigation or litigation appropriate.

PG&E Corporation and the Utility are uncertain when and how the above lawsuits will be resolved.

REGULATORY MATTERS

The Utility is subject to substantial regulation by the CPUC, the FERC, the NRC and other federal and state
regulatory agencies. The resolutions of these and other proceedings may affect PG&E Corporation’s and the Utility’s
financial condition, results of operations, and cash flows.

2014 General Rate Case

On November 15, 2012, the Utility filed its 2014 GRC application with the CPUC. In the Utility’s GRC, the
CPUC will determine the revenue requirements that the Utility is authorized to collect through rates from 2014
through 2016 to recover anticipated costs associated with electric generation operations and electric and natural gas
distribution operations. The Utility has requested that the CPUC authorize a total revenue requirement of
$7.8 billion for 2014, representing an increase of approximately $1.16 billion over the comparable authorized
revenues for 2013. The Utility also has requested that the CPUC authorize attrition increases in 2015 and 2016 of
$436 million and $486 million, respectively. The requested increase is intended to allow the Utility to recover the
costs it forecasts it will incur to continue making improvements to the safety and reliability of its operations.

The CPUC’s ORA recommended that the Utility’s 2014 revenue requirements be reduced by $125 million from
amounts authorized in 2013, approximately $1.29 billion lower than the Utility’s current forecast. The ORA also has
recommended attrition increases of $169 million for 2015 and $160 million for 2016. The ORA’s recommendations
reflected reductions across all operations represented in the GRC. Twelve other parties, including TURN, also
submitted recommendations in the 2014 GRC.

A proposed decision is anticipated in the first quarter of 2014. Although it is uncertain when the CPUC will
issue a final decision, any approved revenue requirement changes will be effective as of January 1, 2014.

2015 Gas Transmission and Storage Rate Case

On December 19, 2013, the Utility filed its 2015 GT&S rate case application (covering 2015 through 2017)
requesting the CPUC approve a total annual revenue requirement of $1.29 billion for anticipated costs of providing
natural gas transmission and storage services beginning on January 1, 2015. This is an increase of $555 million over
the Utility’s authorized revenue requirements of $731 million for 2014, which includes revenue requirements
approved by the CPUC for both GT&S and PSEP. The Utility’s forecasts for the 2015 GT&S rate case period are
consistent with state law, which requires gas corporations to develop a plan to identify and minimize hazards and
systemic risk for public and employee safety. The forecasts include the continuation of work begun in the Utility’s
PSEP, such as testing pipelines to verify safe operating pressures, replacing older pipelines, installing more valves,
and inspecting the interior of more pipelines.

The Utility requested that the CPUC authorize the Utility’s forecast of its 2015 weighted average rate base for
its gas transmission and storage business of $3.56 billion, which includes the capital spend above authorized levels for
the prior rate case period. The Utility also requested additional revenue requirement increases of $61 million in 2016
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and $168 million in 2017 for increasing capital expenditures and the associated growth in rate base, as well as
increasing costs of labor, materials, and other expenses. The Utility also has proposed eliminating the current
mechanism that subjects a portion of the Utility’s transportation-only revenue requirement to market risk, replacing
it with two-way balancing accounts to allow the Utility to record differences between billed revenues and the Utility’s
authorized revenue requirements. Any over-collections would be returned to customers and any under-collections
would be paid by customers, with no additional risk or benefit for shareholders.

The Utility has not requested rate recovery for certain costs it forecasts it will incur during 2015 through 2017.
These forecast costs include costs related to the Utility’s multi-year effort to identify and remove encroachments
from gas transmission pipeline rights-of-way, approximately $75 million over the three year period to pressure test
pipelines placed into service after 1961, and approximately $75 million of remedial costs associated with the Utility’s
pipeline corrosion control program over the three year period.

The Utility has requested that the CPUC issue a final decision by the end of 2014 so that any authorized
revenue requirement adjustments can become effective on January 1, 2015. If the CPUC has not yet issued a final
decision, then, in accordance with the CPUC’s decision in the Utility’s last GT&S rate case, there will be an
automatic 2% increase in rates on January 1, 2015 that will remain in effect until the CPUC issues a final decision in
the 2015 GT&S rate case. Given the significant revenue requirement increase the Utility has requested, the Utility
plans to ask the CPUC for an order to make any authorized revenue requirement changes effective on January 1,
2015, in the event that the CPUC issues its final decision after that date.

The Utility’s continued use of regulatory accounting under GAAP (which enables it to account for the effects of
regulation, including recording regulatory assets and liabilities) for gas transmission and storage service depends on
its ability to recover its cost of service. If the Utility were unable to continue using regulatory accounting under
GAAP, there would bedifferences in the timing of expense (or gain) recognition that could materially affect the
Utility’s future financial results.

Electric Transmission Owner Rate Cases

On January 17, 2014, the FERC approved the settlement of the Utility’s TO rate case that was filed in
September 2012. Under the settlement the Utility’s annual retail revenue requirement was increased from
$934 million to $1,017 million effective as of May 1, 2013. The Utility has collected revenues between May 1 and
September 30, 2013 at the higher as-filed rates requested in the Utility’s application. The Utility will refund to
customers the difference between revenues collected at the higher as-filed rates and the rates set in the
FERC-approved settlement agreement.

On September 24, 2013, the FERC accepted the Utility’s TO rate case that the Utility filed on July 24, 2013,
making the proposed rates effective October 1, 2013, subject to refund, pending a final decision by the FERC. The
Utility requested a retail revenue requirement of $1,072 million and an ROE of 10.9%. The proposed rates represent
a $55 million increase to the annual revenue requirement set in the FERC-approved settlement agreement described
in the preceding paragraph. Hearings are currently being held in abeyance while settlement discussions are held.

Oakley Generation Facility

In December 2012, the CPUC approved an amended purchase and sale agreement between the Utility and a
third-party developer that provides for the construction of a 586-megawatt natural gas-fired facility in Oakley,
California. The CPUC authorized the Utility to recover the purchase price through rates. The CPUC’s denial of
various applications for rehearing that had been filed with respect to its December 2012 decision was appealed to the
California Court of Appeal. On February 5, 2014, the California Court of Appeal issued a ruling that annulled the
CPUC’s decision after the court determined that the evidence presented did not support a finding of need for the
Oakley facility. The Utility is reviewing the court’s decision.

Diablo Canyon Nuclear Power Plant

In 2009, the Utility filed an application with the NRC to renew the operating licenses for the two operating units
at Diablo Canyon. (The current licenses expire in 2024 and 2025.) In May 2011, after an earthquake and resulting
tsunami that caused significant damage to the Fukushima-Dai-ichi nuclear facilities in Japan, the NRC granted the
Utility’s request to delay processing the Utility’s application while certain advanced seismic studies were completed
by the Utility. The Utility is currently assessing the data from recently completed advanced seismic studies along with
other available seismic data. The Utility will not make any decisions about whether to request that the NRC resume
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processing the license renewal application until this assessment is completed and provided to the NRC. The Utility
anticipates that it will complete its assessment by June 2014. In order for the NRC to issue renewed operating
licenses, the California Coastal Commission must determine that license renewal is consistent with federal and state
coastal laws. The disposition of the Utility’s relicensing application also will be affected by the terms and timing of
the NRC’s ‘‘waste confidence’’ decision regarding the environmental impacts of the storage of spent nuclear fuel. The
NRC has stated that it will not take action in licensing or re-licensing proceedings until it issues a new ‘‘waste
confidence decision.’’ (See ‘‘Risk Factors’’ below.)

The CPUC is considering the Utility’s December 2012 application to recover estimated costs to decommission
the Utility’s nuclear facilities at Diablo Canyon and the retired nuclear facility Humboldt Bay Power Plant Unit 3.
The Utility files an application with the CPUC every three years requesting approval of the Utility’s estimated
decommissioning costs and authorization to recover those costs through rates. The CPUC bifurcated the proceeding
to allow for the decommissioning cost estimate associated with Humboldt Bay to be addressed first and all other
matters (including the Diablo Canyon decommissioning cost estimate and all rate-related issues) to be addressed in a
second phase. On January 28, 2014, the assigned ALJ issued a proposed decision in the first phase that would
authorize $679 million to complete the decommissioning at Humboldt Bay, approximately $48 million lower than the
amount requested by the Utility. The Utility anticipates that the CPUC will issue a final decision in the first quarter
of 2014. In the second phase, TURN has recommended that the CPUC adopt a decommissioning cost estimate for
Diablo Canyon that is approximately $1.1 billion lower than the Utility’s estimate of approximately $2.8 billion. The
Utility anticipates the CPUC will issue a proposed decision in the second phase during the second quarter of 2014.
(See the discussion of the 2012 Nuclear Decommissioning Cost Triennial Proceeding in Note 2 of the Notes to the
Consolidated Financial Statements.)

ENVIRONMENTAL MATTERS

The Utility’s operations are subject to extensive federal, state, and local laws and permits relating to the
protection of the environment and the safety and health of the Utility’s personnel and the public. These laws and
requirements relate to a broad range of the Utility’s activities, including the remediation of hazardous wastes; the
reporting and reduction of carbon dioxide and other GHG emissions; the discharge of pollutants into the air, water,
and soil; and the transportation, handling, storage, and disposal of spent nuclear fuel. (See ‘‘Risk Factors’’ below.)

Remediation

The Utility is required to pay for environmental remediation at sites where it has been, or may be, a potentially
responsible party under federal and state environmental laws. These sites include former manufactured gas plant
sites, power plant sites, gas gathering sites, sites where natural gas compressor stations are located, and sites used by
the Utility for the storage, recycling, or disposal of potentially hazardous substances. Under federal and California
laws, the Utility may be responsible for remediation of hazardous substances even if it did not deposit those
substances on the site. (See Note 14 of the Notes to the Consolidated Financial Statements.)

Hinkley Site

The Utility’s remediation and abatement efforts at the Hinkley natural gas compressor site are subject to the
regulatory authority of the California Regional Water Quality Control Board, Lahontan Region. The Regional Board
has certified a final environmental report evaluating the Utility’s proposed remedial methods to contain and
remediate the underground plume of hexavalent chromium and the potential environmental impacts. The Regional
Board is expected to issue the final project permits and a final clean-up order in phases through 2014 and into 2015.
As the permits and order are issued, the Utility will obtain additional clarity on the total costs associated with the
final remedy and related activities. The Utility has implemented interim remediation measures to reduce the mass of
the chromium plume, monitor and control movement of the plume, and provided replacement water to affected
residents. (See Note 14 of the Notes to the Consolidated Financial Statements for additional information.) At
December 31, 2013, $190 million was accrued in the Consolidated Balance Sheets for estimated undiscounted future
remediation costs associated with the Hinkley site. Future costs will depend on many factors, including the levels of
hexavalent chromium the Utility is required to use as the standard for remediation, the required time period by
which those standards must be met, the extent of the chromium plume boundary, and adoption of a final drinking
water standard by the State of California. Future changes in cost estimates and the assumptions on which they are
based may have a material impact on future financial condition, results of operations, and cash flows.

22



Topock Site

The Utility’s remediation and abatement efforts at the Topock site are subject to the regulatory authority of the
California Department of Toxic Substances Control and the U.S. Department of the Interior. The Utility expects to
submit its final remedial design plan in 2014 for approval to begin construction of an in-situ groundwater treatment
system to convert hexavalent chromium into a non-toxic and non-soluble form of chromium. The Utility has
implemented interim remediation measures, including a system of extraction wells and a treatment plant designed to
prevent movement of the chromium plume toward the Colorado River. At December 31, 2013, $264 million was
accrued in the Consolidated Balance Sheets for estimated undiscounted future remediation costs associated with the
Topock site. Future costs will depend on many factors, including the extent of work to be performed to implement
the final groundwater remedy and the Utility’s required time frame for remediation. Future changes in cost estimates
and the assumptions on which they are based may have a material impact on future financial condition, results of
operations, and cash flows.

Climate Change

A report issued in 2012 by the U.S. EPA entitled, ‘‘Climate Change Indicators in the United States, 2012’’ states
that the increase of GHG emissions in the atmosphere is changing the fundamental measures of climate in the
United States, including rising temperatures, shifting snow and rainfall patterns, and more extreme climate events.
(See ‘‘Risk Factors’’ below.) Although no comprehensive federal legislation has been enacted to address the
reduction of GHG emissions, the California legislature has taken action to address climate change.

California Assembly Bill 32 requires the gradual reduction of state-wide GHG emissions to the 1990 level by
2020. The CARB is the state agency charged with monitoring GHG levels and adopting regulations to implement
and enforce AB 32. The CARB has approved various regulations to implement AB 32, including a state-wide,
comprehensive ‘‘cap and trade’’ program that sets gradually declining limits (or ‘‘caps’’) on the amount of GHGs that
may be emitted by the major sources of GHG emissions. During each year of the program, the CARB will issue
emission allowances (i.e., the rights to emit GHGs) equal to the amount of GHGs emissions allowed for that year.
The cap and trade program’s first two-year compliance period, which began January 1, 2013, applies to the electricity
generation and large industrial sectors. The next three-year compliance period, from January 1, 2015 through
December 31, 2017, will expand to include the natural gas supply and transportation sectors, effectively covering all
the capped sectors until 2020. During each year of the program, the CARB will issue emission allowances (i.e., the
rights to emit GHGs) equal to the amount of GHGs emissions allowed for that year. Emitters can obtain allowances
from the CARB at quarterly auctions held by the CARB or from third parties or exchanges in the market for trading
GHG allowances. The CARB is allocating a fixed number of allowances (which will decrease each year) for free to
regulated electric distribution utilities, including the Utility, for the benefit of their electricity customers. The utilities
are required to consign their electricity-related allowances for auction by the CARB. The CPUC has ordered the
utilities to allocate their electricity-related auction revenues among certain classes of their customers. Although the
CPUC has previously authorized the utilities to recover their electricity-related GHG compliance costs through rates,
the recovery of these costs has been temporarily deferred until May 2014. In addition, the CARB may allocate a
number of allowances for free to natural gas suppliers, including the Utility, for the benefit of the Utility’s natural
gas customers. The Utility has filed requests at the CPUC for authority to recover the natural gas supplier-related
compliance costs from natural gas customers on an annual basis effective January 1, 2015.

The Utility expects all costs and revenues associated with GHG cap-and-trade to be passed through to
customers.

Clean Water Act

The EPA published draft regulations in April 2011 to implement the requirements of the federal Clean Water
Act that requires cooling water intake structures at electric power plants, such as the nuclear generation facilities at
Diablo Canyon, to reflect the best technology available to minimize adverse environmental impacts. In June 2012, the
EPA proposed changes to these draft regulations which, if adopted, would provide more flexibility in complying with
some of the requirements. It is currently uncertain when the EPA will issue final regulations.

At the state level, the California Water Board has adopted a policy on once-through cooling that generally
requires the installation of cooling towers or other significant measures to reduce the impact on marine life from
existing power generation facilities in California by at least 85%. The California Water Board has appointed a
committee to evaluate the feasibility and cost of using alternative technologies to achieve compliance at nuclear
power plants, including Diablo Canyon. The committee’s consultant is expected to submit a final report to the
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California Water Board in 2014. If the California Water Board requires the installation of cooling towers that the
Utility believes are not technically or economically feasible, the Utility may be forced to cease operations at Diablo
Canyon and may incur a material charge. Even if the Utility is not required to install cooling towers, it could incur
significant costs to comply with alternative compliance measures or to make payments to support various
environmental mitigation projects. The Utility would seek to recover such costs in rates. The Utility’s Diablo Canyon
operations must be in compliance with the California Water Board’s policy by December 31, 2024.

OFF-BALANCE SHEET ARRANGEMENTS

PG&E Corporation and the Utility do not have any off-balance sheet arrangements that have had, or are
reasonably likely to have, a current or future material effect on their financial condition, changes in financial
condition, revenues or expenses, results of operations, liquidity, capital expenditures, or capital resources, other than
those discussed in Note 2 (PG&E Corporation’s tax equity financing agreements) and Note 14 of the Notes to the
Consolidated Financial Statements (the Utility’s commodity purchase agreements).

RISK MANAGEMENT ACTIVITIES

The Utility and PG&E Corporation, mainly through its ownership of the Utility, are exposed to market risk,
which is the risk that changes in market conditions will adversely affect net income or cash flows. PG&E Corporation
and the Utility face market risk associated with their operations; their financing arrangements; the marketplace for
electricity, natural gas, electric transmission, natural gas transportation, and storage; emissions allowances, other
goods and services; and other aspects of their businesses. PG&E Corporation and the Utility categorize market risks
as ‘‘price risk’’ and ‘‘interest rate risk.’’ The Utility is also exposed to ‘‘credit risk,’’ the risk that counterparties fail to
perform their contractual obligations.

The Utility actively manages market risk through risk management programs designed to support business
objectives, discourage unauthorized risk-taking, reduce commodity cost volatility, and manage cash flows. The Utility
uses derivative instruments only for non-trading purposes (i.e., risk mitigation) and not for speculative purposes. The
Utility’s risk management activities include the use of energy and financial instruments such as forward contracts,
futures, swaps, options, and other instruments and agreements, most of which are accounted for as derivative
instruments. Some contracts are accounted for as leases.

Commodity Price Risk

The Utility is exposed to commodity price risk as a result of its electricity and natural gas procurement activities,
including the procurement of natural gas and nuclear fuel necessary for electricity generation and natural gas
procurement for core customers. As long as the Utility can conclude that it is probable that its reasonably incurred
wholesale electricity procurement costs and natural gas costs are recoverable, fluctuations in electricity and natural
gas prices will not affect earnings. Such fluctuations, however, may impact cash flows. The Utility’s natural gas
transportation and storage costs for core customers are also fully recoverable through a ratemaking mechanism.

The Utility’s natural gas transportation and storage costs for non-core customers may not be fully recoverable.
The Utility is subject to price and volumetric risk for the portion of intrastate natural gas transportation and storage
capacity that has not been sold under long-term contracts providing for the recovery of all fixed costs through the
collection of fixed reservation charges. The Utility sells most of its capacity based on the volume of gas that the
Utility’s customers actually ship, which exposes the Utility to volumetric risk.

The Utility uses value-at-risk to measure its shareholders’ exposure to price and volumetric risks resulting from
variability in the price of, and demand for, natural gas transportation and storage services that could impact revenues
due to changes in market prices and customer demand. The Utility’s value-at-risk calculated under the methodology
described above was approximately $14 million and $13 million at December 31, 2013 and 2012, respectively. During
the 12 months ended December 31, 2013, the Utility’s approximate high, low, and average values-at-risk were
$14 million, $9 million and $12 million, respectively. During 2012, the value-at-risk amounts were $13 million,
$10 million and $12 million, respectively. (See Note 9 of the Notes to the Consolidated Financial Statements for
further discussion of price risk management activities.)
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Interest Rate Risk

Interest rate risk sensitivity analysis is used to measure interest rate risk by computing estimated changes in cash
flows as a result of assumed changes in market interest rates. At December 31, 2013 and December 31, 2012, if
interest rates changed by 1% for all PG&E Corporation and Utility variable rate long-term debt, short-term debt,
and cash investments, the impact on net income over the next 12 months would be $11 million and $7 million,
respectively, based on net variable rate debt and other interest rate-sensitive instruments outstanding.

Energy Procurement Credit Risk

The Utility conducts business with counterparties mainly in the energy industry, including the CAISO market,
other California investor-owned electric utilities, municipal utilities, energy trading companies, financial institutions,
electricity generation companies, and oil and natural gas production companies located in the United States and
Canada. If a counterparty fails to perform on its contractual obligation to deliver electricity or gas, then the Utility
may find it necessary to procure electricity or gas at current market prices, which may be higher than the contract
prices.

The Utility manages credit risk associated with its counterparties by assigning credit limits based on evaluations
of their financial conditions, net worth, credit ratings, and other credit criteria as deemed appropriate. Credit limits
and credit quality are monitored periodically. The Utility ties many energy contracts to master commodity enabling
agreements that may require security (referred to as ‘‘Credit Collateral’’ in the table below). Credit collateral may be
in the form of cash or letters of credit. The Utility may accept other forms of performance assurance in the form of
corporate guarantees of acceptable credit quality or other eligible securities (as deemed appropriate by the Utility).
Credit collateral or performance assurance may be required from counterparties when current net receivables and
replacement cost exposure exceed contractually specified limits.

The following table summarizes the Utility’s credit risk exposure to its counterparties as of December 31, 2013
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
Collateral(1) Collateral Exposure(2) >10% >10%(in millions)

December 31, 2013 . . . . . . . . . . . . $ 87 $ (9) $ 78 2 34
December 31, 2012 . . . . . . . . . . . . $ 94 $ (9) $ 85 2 62

(1) Gross credit exposure equals mark-to-market value on physically and financially settled contracts, and net receivables (payables) where
netting is contractually allowed. Gross and net credit exposure amounts reported above do not include adjustments for time value or
liquidity.

(2) Net credit exposure is the Gross Credit Exposure Before Credit Collateral minus Credit Collateral (cash deposits and letters of credit posted
by counterparties and held by the Utility). For purposes of this table, parental guarantees are not included as part of the calculation.

CRITICAL ACCOUNTING POLICIES

The preparation of Consolidated Financial Statements in accordance with GAAP involves the use of estimates
and assumptions that affect the recorded amounts of assets and liabilities as of the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. The accounting policies described
below are considered to be critical accounting policies due, in part, to their complexity and because their application
is relevant and material to the financial position and results of operations of PG&E Corporation and the Utility, and
because these policies require the use of material judgments and estimates. Actual results may differ substantially
from these estimates. These policies and their key characteristics are outlined below.

Regulatory Accounting

The Utility’s rates are primarily set by the CPUC and the FERC and are designed to recover the cost of
providing service. The Utility capitalizes and records, as regulatory assets, costs that would otherwise be charged to
expense if it is probable that the incurred costs will be recovered in future rates. Regulatory assets are amortized
over the future periods that the costs are expected to be recovered. If costs expected to be incurred in the future are
currently being recovered through rates, the Utility records those expected future costs as regulatory liabilities. In
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addition, the Utility records regulatory liabilities when the CPUC or the FERC requires a refund to be made to
customers or has required that a gain or other reduction of net allowable costs be given to customers over future
periods.

Determining probability requires significant judgment by management and includes, but is not limited to,
consideration of testimony presented in regulatory hearings, proposed regulatory decisions, final regulatory orders,
and the strength or status of applications for rehearing or state court appeals. For some of the Utility’s regulatory
assets, including utility retained generation, the Utility has determined that the costs are recoverable based on
specific approval from the CPUC. The Utility also records a regulatory asset when a mechanism is in place to
recover current expenditures and historical experience indicates that recovery of incurred costs is probable, such as
the regulatory assets for pension benefits; deferred income tax; price risk management; and unamortized loss, net of
gain, on reacquired debt. The CPUC has not denied the recovery of any material costs previously recognized by the
Utility as regulatory assets for the periods 2011 through 2013.

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

In addition, regulatory accounting standards require recognition of a loss if it becomes probable that capital
expenditures under construction (or recently completed expenditures) will be disallowed for ratemaking purposes and
if a reasonable estimate of the amount of the disallowance can be made. Such assessments require significant
judgment by management regarding probability of recovery, as described above, and the ultimate cost of construction
of capital assets. The Utility records a loss to the extent capital costs are expected to exceed the amount to be
recovered. The Utility records a provision based on the lower end of the range of possible losses to the extent there
is a high degree of uncertainty in the Utility’s forecast of capital project costs. The Utility’s capital forecasts involve a
series of complex judgments regarding detailed project plans, estimates included in third-party contracts, historical
cost experience for similar projects, permitting requirements, environmental compliance standards, and a variety of
other factors. As discussed above in ‘‘Natural Gas Matters—Disallowed Capital Costs’’ and Note 14 of the Notes to
the Consolidated Financial Statements, the Utility recorded charges of $196 million and $353 million in 2013 and
2012, respectively, for PSEP capital costs that are expected to exceed the amount to be recovered. The additional
charge in 2013 primarily reflects changes in the project portfolio involving higher costs to replace pipelines than
originally forecast. Management will continue to periodically assess its PSEP capital costs and the related CPUC
regulatory proceedings, and further charges could be required in future periods.

Loss Contingencies

Environmental Remediation Liabilities

The Utility is subject to loss contingencies pursuant to federal and California environmental laws and regulations
that in the future may require the Utility to pay for environmental remediation at sites where it has been, or may be,
a potentially responsible party. Such contingencies may exist for the remediation of hazardous substances at various
potential sites, including former MGP sites, power plant sites, gas compressor stations, and sites used by the Utility
for the storage, recycling, or disposal of potentially hazardous materials, even if the Utility did not deposit those
substances on the site.

The Utility generally commences the environmental remediation assessment process upon notification from
federal or state agencies, or other parties, of a potential site requiring remedial action. (In some instances, the Utility
may initiate action to determine its remediation liability for sites that it no longer owns in cooperation with
regulatory agencies. For example, the Utility has begun a program related to certain former MGP sites.) Based on
such notification, the Utility completes an assessment of the potential site and evaluates whether it is probable that a
remediation liability has been incurred. The Utility records an environmental remediation liability when site
assessments indicate remediation is probable and it can reasonably estimate the loss or a range of possible losses.
Given the complexities of the legal and regulatory environment and the inherent uncertainties involved in the early
stages of a remediation project, the process for estimating remediation liabilities is subjective and requires significant
judgment. Key factors evaluated in developing cost estimates include the extent and types of hazardous substances at
a potential site, the range of technologies that can be used for remediation, the determination of the Utility’s liability
in proportion to other responsible parties, and the extent to which such costs are recoverable from third parties.
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When possible, the Utility estimates costs using site-specific information, but also considers historical experience
for costs incurred at similar sites depending on the level of information available. Estimated costs are composed of
the direct costs of the remediation effort and the costs of compensation for employees who are expected to devote a
significant amount of time directly to the remediation effort. These estimated costs include remedial site
investigations, remediation actions, operations and maintenance activities, post remediation monitoring, and the costs
of technologies that are expected to be approved to remediate the site. Remediation efforts for a particular site
generally extend over a period of several years. During this period, the laws governing the remediation process may
change, as well as site conditions, thereby possibly affecting the cost of the remediation effort.

At December 31, 2013 and 2012, the Utility’s accruals for undiscounted gross environmental liabilities were
$900 million and $910 million, respectively. The Utility’s undiscounted future costs could increase to as much as
$1.7 billion if the extent of contamination or necessary remediation is greater than anticipated or if the other
potentially responsible parties are not financially able to contribute to these costs, and could increase further if the
Utility chooses to remediate beyond regulatory requirements. Although the Utility has provided for known
environmental obligations that are probable and reasonably estimable, estimated costs may vary significantly from
actual costs, and the amount of additional future costs may be material to results of operations in the period in
which they are recognized.

Legal and Regulatory Matters

PG&E Corporation and the Utility are subject to various laws and regulations and, in the normal course of
business, PG&E Corporation and the Utility are subject to claims or named as parties in lawsuits. In addition, the
Utility can incur penalties for failure to comply with federal, state, or local laws and regulations. PG&E Corporation
and the Utility record a provision for a loss when it is both probable that a loss has been incurred and the amount of
the loss can be reasonably estimated. PG&E Corporation and the Utility evaluate the range of reasonably estimated
losses and record a provision based on the minimum amount, unless an amount within the range is a better estimate
than any other amount. These accruals, and the estimates of any additional reasonably possible losses (or reasonably
possible losses in excess of the amounts accrued), are reviewed quarterly and are adjusted to reflect the impacts of
negotiations, discovery, settlements and payments, rulings, advice of legal counsel, and other information and events
pertaining to a particular matter. In assessing the amount of such losses, PG&E Corporation’s and the Utility’s policy
is to exclude anticipated legal costs. (See ‘‘Natural Gas Matters’’ and ‘‘Legal and Regulatory Contingencies’’ in
Note 14 of the Notes to the Consolidated Financial Statements.)

Asset Retirement Obligations

PG&E Corporation and the Utility account for an ARO at fair value in the period during which the legal
obligation is incurred if a reasonable estimate of fair value and its settlement date can be made. A legal obligation
can arise from an existing or enacted law, statute, or ordinance; a written or oral contract; or under the legal
doctrine of promissory estoppel.

At the time of recording an ARO, the associated asset retirement costs are capitalized as part of the carrying
amount of the related long-lived asset. The Utility recognizes a regulatory asset or liability for the timing differences
between the recognition of expenses and costs recovered through the ratemaking process.

Most of PG&E Corporation’s and the Utility’s AROs relate to the Utility’s obligation to decommission its
nuclear generation facilities, certain fossil fuel-fired generation facilities, and gas transmission assets. The Utility
estimates its obligation for the future decommissioning of its nuclear generation facilities and certain fossil fuel-fired
generation facilities. In December 2012, the Utility submitted an updated estimate of the cost to decommission its
nuclear facilities to the CPUC. The estimated undiscounted cost to decommission the Utility’s nuclear power plants
increased by $1.4 billion in 2012 due to higher spent nuclear fuel disposal costs and an increase in the scope of work.
To estimate the liability, the Utility uses a discounted cash flow model based upon significant estimates and
assumptions about future decommissioning costs, inflation rates, and the estimated date of decommissioning. The
estimated future cash flows are discounted using a credit-adjusted risk-free rate that reflects the risk associated with
the decommissioning obligation. (See Note 2 of the Notes to the Consolidated Financial Statements.)

Changes in these estimates and assumptions could materially affect the amount of the recorded ARO for these
assets. For example, a premature shutdown of the nuclear facilities at Diablo Canyon would increase the likelihood
of an earlier start to decommissioning and cause an increase in the ARO. Additionally, if the inflation adjustment
increased 25 basis points, the amount of the ARO would increase by approximately 4.21%. Similarly, an increase in
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the discount rate by 25 basis points would decrease the amount of the ARO by 5.24%. At December 31, 2013, the
Utility’s recorded ARO for the estimated cost of retiring these long-lived assets was $3.5 billion.

Pension and Other Postretirement Benefit Plans

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

The pension and other postretirement benefit obligations are calculated using actuarial models as of the
December 31 measurement date. The significant actuarial assumptions used in determining pension and other benefit
obligations include the discount rate, the average rate of future compensation increases, the health care cost trend
rate and the expected return on plan assets. PG&E Corporation and the Utility review these assumptions on an
annual basis and adjust them as necessary. While PG&E Corporation and the Utility believe that the assumptions
used are appropriate, significant differences in actual experience, plan changes or amendments, or significant changes
in assumptions may materially affect the recorded pension and other postretirement benefit obligations and future
plan expenses.

PG&E Corporation and the Utility recognize the funded status of their respective plans on their respective
Consolidated Balance Sheets with an offsetting entry to accumulated other comprehensive income (loss); or, to the
extent that the cost of the plans are recoverable in utility rates, to regulatory assets and liabilities, resulting in no
impact to their respective Consolidated Statements of Income.

Pension and other benefit expense is based on the differences between actuarial assumptions and actual plan
results and is deferred in accumulated other comprehensive income (loss) and amortized into income on a gradual
basis. The differences between pension benefit expense recognized in accordance with GAAP and amounts
recognized for ratemaking purposes are recorded as regulatory assets or liabilities as amounts are probable of
recovery from customers. To the extent the other benefits are in an overfunded position, the Utility records a
regulatory liability for a portion of the credit balance in accumulated other comprehensive income. (See Note 3 of
the Notes to the Consolidated Financial Statements.)

PG&E Corporation and the Utility review recent cost trends and projected future trends in establishing health
care cost trend rates. This evaluation suggests that current rates of inflation are expected to continue in the near
term. In recognition of continued high inflation in health care costs and given the design of PG&E Corporation’s
plans, the assumed health care cost trend rate for 2013 is 8%, gradually decreasing to the ultimate trend rate of 5%
in 2020 and beyond.

Expected rates of return on plan assets were developed by determining projected stock and bond returns and
then applying these returns to the target asset allocations of the employee benefit trusts, resulting in a weighted
average rate of return on plan assets. Fixed-income returns were projected based on real maturity and credit spreads
added to a long-term inflation rate. Equity returns were estimated based on estimates of dividend yield and real
earnings growth added to a long-term rate of inflation. For the Utility’s defined benefit 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 other benefits was based on a yield curve developed from market
data of approximately 494 Aa-grade non-callable bonds at December 31, 2013. This yield curve has discount rates
that vary based on the duration of the obligations. The estimated future cash flows for the pension and other
postretirement benefit obligations were matched to the corresponding rates on the yield curve to derive a weighted
average discount rate.

The following reflects the sensitivity of pension costs and projected benefit obligation to changes in certain
actuarial assumptions:

Increase (Decrease) Increase in 2013 Increase in Projected
in Pension Benefit Obligation at

Assumption Costs December 31, 2013(in millions)
Discount rate . . . . . . . . . . . . . . . . (0.50)% $ 122 $ 1,041
Rate of return on plan assets . . . . . (0.50)% 60 —
Rate of increase in compensation . . 0.50% 60 246
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The following reflects the sensitivity of other postretirement benefit costs and accumulated benefit obligation to
changes in certain actuarial assumptions:

Increase Increase in 2013 Increase in Accumulated
(Decrease) in Other Postretirement Benefit Obligation at
Assumption Benefit Costs December 31, 2013(in millions)

Health care cost trend rate . . 0.50% $ 7 $ 43
Discount rate . . . . . . . . . . (0.50)% 7 104
Rate of return on plan assets . (0.50)% 9 —

CAUTIONARY LANGUAGE REGARDING FORWARD-LOOKING STATEMENTS

This 2013 Annual Report contains forward-looking statements that are necessarily subject to various risks and
uncertainties. These statements reflect management’s judgment and opinions which are based on current estimates,
expectations, and projections about future events and assumptions regarding these events and management’s
knowledge of facts as of the date of this report. These forward-looking statements relate to, among other matters,
estimated losses, including penalties and fines, associated with various investigations; forecasts of costs the Utility will
incur to make safety and reliability improvements, including natural gas transmission costs that the Utility will not
recover through rates; forecasts of capital expenditures; estimates and assumptions used in critical accounting
policies, including those relating to regulatory assets and liabilities, environmental remediation, litigation, third-party
claims, and other liabilities; and the level of future equity or debt issuances. These statements are also identified by
words such as ‘‘assume,’’ ‘‘expect,’’ ‘‘intend,’’ ‘‘forecast,’’ ‘‘plan,’’ ‘‘project,’’ ‘‘believe,’’ ‘‘estimate,’’ ‘‘predict,’’
‘‘anticipate,’’ ‘‘may,’’ ‘‘should,’’ ‘‘would,’’ ‘‘could,’’ ‘‘potential’’ and similar expressions. PG&E Corporation and the
Utility are not able to predict all the factors that may affect future results. Some of the factors that could cause
future results to differ materially from those expressed or implied by the forward-looking statements, or from
historical results, include, but are not limited to:

• when and how the pending CPUC investigations and enforcement matters related to the Utility’s natural gas
system operating practices and the San Bruno accident are concluded, including the ultimate amount of fines
the Utility will be required to pay to the State General Fund, the amount of natural gas transmission costs the
Utility will be prohibited from recovering, and the cost of any remedial actions the Utility may be ordered to
perform;

• the outcome of the pending federal criminal investigation related to the San Bruno accident, including the
ultimate amount of civil or criminal fines or penalties, if any, the Utility may be required to pay, and the
impact of remedial measures the Utility is required to take such as the appointment of an independent
monitor;

• whether PG&E Corporation and the Utility are able to repair the reputational harm that they have suffered,
and may suffer in the future, due to the negative publicity surrounding the San Bruno accident and the
decisions to be issued in the pending investigations, including any charge or finding of criminal liability;

• the outcomes of ratemaking proceedings, such as the 2014 GRC, the 2015 GT&S rate case, and the TO rate
cases;

• the amount and timing of additional common stock issuances by PG&E Corporation, the proceeds of which
are contributed as equity to maintain the Utility’s authorized capital structure as the Utility incurs charges and
costs that it cannot recover through rates, including costs and fines associated with natural gas matters and the
pending investigations;

• the outcome of future regulatory investigations, citations, or other proceedings, that may be commenced
relating to the Utility’s compliance with laws, rules, regulations, or orders applicable to the operation,
inspection, and maintenance of its electric and gas facilities;

• the impact of environmental remediation laws, regulations, and orders; the ultimate amount of costs incurred
to discharge the Utility’s known and unknown remediation obligations; the extent to which the Utility is able
to recover environmental compliance and remediation costs in rates or from other sources; and the ultimate
amount of environmental remediation costs the Utility incurs but does not recover, such as the remediation
costs associated with the Utility’s natural gas compressor station site located near Hinkley, California;

• the impact of new legislation or NRC regulations, recommendations, policies, decisions, or orders relating to
the nuclear industry, including operations, seismic design, security, safety, relicensing, the storage of spent
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nuclear fuel, decommissioning, cooling water intake, or other issues; and whether the Utility decides to
request that the NRC resume processing the Utility’s renewal application for the two Diablo Canyon
operating licenses, and if so, whether the NRC grants the renewal;

• the impact of weather-related conditions or events, climate change, natural disasters, acts of terrorism, war, or
vandalism (including cyber-attacks), and other events, that can cause unplanned outages, reduce generating
output, disrupt the Utility’s service to customers, or damage or disrupt the facilities, operations, or
information technology and systems owned by the Utility, its customers, or third parties on which the Utility
relies; and subject the Utility to third-party liability for property damage or personal injury, or result in the
imposition of civil, criminal, or regulatory penalties on the Utility;

• the impact of environmental laws and regulations aimed at the reduction of carbon dioxide and GHGs, and
whether the Utility is able to continue recovering associated compliance costs, such as the cost of emission
allowances and offsets under cap-and-trade regulations and the cost of renewable energy procurement;

• changes in customer demand for electricity and natural gas resulting from unanticipated population growth or
decline in the Utility’s service area, general and regional economic and financial market conditions, the extent
of municipalization of the Utility’s electric or gas distribution facilities, changing levels of ‘‘direct access’’
customers who procure electricity from alternative energy providers, changing levels of customers who
purchase electricity from governmental bodies that act as ‘‘community choice aggregators,’’ and the
development of alternative energy technologies including self-generation, storage and distributed generation
technologies;

• the adequacy and price of electricity, natural gas, and nuclear fuel supplies; the extent to which the Utility can
manage and respond to the volatility of energy commodity prices; the ability of the Utility and its
counterparties to post or return collateral in connection with price risk management activities; and whether
the Utility is able to recover timely its energy commodity costs through rates;

• whether the Utility’s information technology, operating systems and networks, including the advanced metering
system infrastructure, customer billing, financial, and other systems, can continue to function accurately while
meeting regulatory requirements; whether the Utility is able to protect its operating systems and networks
from damage, disruption, or failure caused by cyber-attacks, computer viruses, or other hazards; whether the
Utility’s security measures are sufficient to protect confidential customer, vendor, and financial data contained
in such systems and networks; and whether the Utility can continue to rely on third-party vendors and
contractors that maintain and support some of the Utility’s operating systems;

• the extent to which costs incurred in connection with third-party claims or litigation can be recovered through
insurance, rates, or from other third parties; including the timing and amount of insurance recoveries related
to third party claims arising from the San Bruno accident;

• the ability of PG&E Corporation and the Utility to access capital markets and other sources of debt and
equity financing in a timely manner on acceptable terms;

• changes in credit ratings which could result in increased borrowing costs especially if PG&E Corporation or
the Utility were to lose its investment grade credit ratings;

• the impact of federal or state laws or regulations, or their interpretation, on energy policy and the regulation
of utilities and their holding companies, including how the CPUC interprets and enforces the financial and
other conditions imposed on PG&E Corporation when it became the Utility’s holding company, and whether
the ultimate outcome of the pending investigations relating to the Utility’s natural gas operations affects the
Utility’s ability to make distributions to PG&E Corporation, and, in turn, PG&E Corporation’s ability to pay
dividends;

• the outcome of federal or state tax audits and the impact of any changes in federal or state tax laws, policies,
or regulations; and

• the impact of changes in GAAP, standards, rules, or policies, including those related to regulatory accounting,
and the impact of changes in their interpretation or application.

For more information about the significant risks that could affect the outcome of these forward-looking
statements and PG&E Corporation’s and the Utility’s future financial condition, results of operations, and cash flows,
see ‘‘Risk Factors’’ below. PG&E Corporation and the Utility do not undertake an obligation to update forward-
looking statements, whether in response to new information, future events, or otherwise.

30



RISK FACTORS

PG&E Corporation’s and the Utility’s reputations have been significantly affected by the negative publicity about the San
Bruno accident, the related investigations and civil litigation, the Utility’s noncompliance with certain natural gas
regulations, and the fines imposed on the Utility for noncompliance with these regulations and for violation of certain CPUC
rules. Their reputations may be further adversely affected by publicity regarding developments in the pending CPUC and
criminal investigations, and by future investigations or other regulatory or governmental proceedings or action that may be
commenced. In addition, the Utility’s electricity and natural gas operations generally are subject to continuous public
scrutiny and criticism that could lead to further reputational harm. Additional reputational harm or the inability of PG&E
Corporation and the Utility to restore their reputations may further affect their financial conditions, results of operations
and cash flows.

The reputations of PG&E Corporation and the Utility have seriously suffered as a result of the extensive media
coverage of the San Bruno accident, the investigative findings from the NTSB and the CPUC’s independent review
panel that placed the blame for the accident primarily on the Utility, the ensuing civil litigation, the criminal
investigation, and the CPUC investigations that were commenced to determine whether the Utility violated any laws,
rules, regulations or orders relating to safety recordkeeping, pipeline installation, integrity management, or other
operational practices. (See ‘‘Natural Gas Matters’’ above.) PG&E Corporation and the Utility anticipate that there
will be additional media coverage of future developments in the pending investigations, especially after the final
outcomes are determined.

In addition, there could be additional negative publicity as the SED takes action with respect to numerous
reports the Utility has submitted to notify the SED about the Utility’s noncompliance with certain natural gas
regulations. In January 2012, the SED imposed fines of $16.8 million on the Utility for self-reported failure to
perform certain leak surveys and in 2013 the SED imposed fines ranging from $50,000 to $8.1 million for
self-reported violations. The SED may impose additional fines based on other self-reported violations. The media
also has published reports about two orders to show cause that were issued by the CPUC in August 2013 regarding a
filing the Utility submitted in July 2013 to correct certain factual errors made in documents submitted in October
2011 that provided support for an order to restore operating pressure on certain pipelines. In December 2013, the
Utility was fined $14.4 million for violating a CPUC rule prohibiting misleading disclosures to the CPUC.

The Utility’s reputation can also be affected by media coverage of highly debated public policy issues such as
those relating to the Utility’s nuclear generation operations and nuclear decommissioning activities; environmental
remediation or permitting activities; the accuracy, privacy, and safety of the Utility’s information, operating, and
billing systems; and the future development of the state-mandated California High Speed Rail project through the
Utility’s service territory. Media coverage of outages, vandalism, physical attacks on the Utility’s facilities (such as the
attack on the Metcalf electric substation), gas leaks, accidents causing injury or death, or other operational events, as
well as concerns about the risks of terrorist acts, climate change, earthquakes, or a nuclear accident, can also
negatively affect the Utility’s reputation. These public policy debates and operational concerns have often led to
additional adverse media coverage and could later result in investigations or other action by regulators, legislators
and law enforcement officials or in lawsuits.

The outcome of pending ratemaking proceedings, such as the GRC and the GT&S rate case, also could affect
PG&E Corporation’s and the Utility’s reputations, with unfavorable regulatory outcomes having a negative
reputational effect. Alternatively, PG&E Corporation’s or the Utility’s unfavorable reputation could have a negative
influence on the regulatory decision-making process.

Investors may question management’s ability to repair the reputational harm that PG&E Corporation and the
Utility have suffered, resulting in an adverse impact on the market price of PG&E Corporation common stock. The
issuance of common stock by PG&E Corporation to fund the Utility’s unrecovered costs has materially diluted
PG&E Corporation’s EPS. Additional share issuances following a declining stock price would cause further dilution.
The extent to which PG&E Corporation’s and the Utility’s reputations can be restored will depend, in part, on the
success of the Utility’s efforts to improve the safety and reliability of the natural gas system as planned in the
Utility’s PSEP, whether they can implement the remaining recommendations made by the CPUC’s independent
review panel and the NTSB, and whether they are able to adequately show regulators, legislators, law enforcement
officials, city officials, the media and the public that they have done so. If PG&E Corporation and the Utility are
unable to repair their reputations, their financial conditions, results of operations and cash flows may continue to be
negatively affected.
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PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows could be materially affected
by the ultimate outcome of the CPUC investigations; the ultimate amount of gas transmission costs that the Utility does not
recover through rates; and the ultimate outcome of the criminal investigation, including the amount of penalties imposed and
the cost to implement any required action.

As discussed above in the section entitled ‘‘Natural Gas Matters—Pending CPUC Investigations and
Enforcement Matters,’’ the SED has recommended that the CPUC impose what the SED characterizes as a penalty
of $2.25 billion on the Utility, consisting of a $300 million fine payable to the State General Fund and $1.95 billion
of non-recoverable costs. If the SED’s penalty recommendation is adopted by the CPUC, the Utility estimates that
its total unrecovered costs and fines related to natural gas transmission operations would be about $4.5 billion and
the Utility would incur material charges in addition to the charges already incurred for the probable fines of
$200 million and unrecoverable natural gas transmission costs. Such charges would materially affect PG&E
Corporation’s and the Utility’s financial condition and results of operations and could negatively affect the
availability, amount, and timing of future debt and equity issuances by PG&E Corporation and the Utility. Future
developments in the criminal investigation arising from the San Bruno accident also could have a material effect on
PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows. (See the sections
entitled ‘‘Criminal Investigation’’ under the heading ‘‘Natural Gas Matters.’’)

PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows have been materially affected
by costs incurred by the Utility to perform work under the PSEP, to undertake other pipeline-related work, and to improve
the safety and reliability of its natural gas and electricity operations. The Utility forecasts that it will incur a material
amount of unrecoverable natural gas transmission costs in 2014. The Utility’s ability to recover natural gas transmission
costs in 2015 through 2017 primarily will be determined by the outcome of the Utility’s 2015 GT&S rate case.

In December 2012, the CPUC approved most of the Utility’s proposed scope and timing of projects to be
completed under the Utility’s PSEP through 2014, but the CPUC disallowed the Utility’s request for rate recovery of
a significant portion of forecasted capital costs and expenses. In October 2013, the Utility filed an update application,
as ordered by the CPUC, to reflect changes in the scope and priority of projects resulting from the Utility’s
completed search and review of records related to pipeline pressure validation and other information, including
updated cost forecasts. At December 31, 2013, the Utility had recorded cumulative charges of $549 million for PSEP
capital costs that the Utility expects will exceed the adopted cost amounts. (See ‘‘Natural Gas Matters’’ above.) The
Utility could record additional charges for disallowed costs if the CPUC does not approve the Utility’s request to
adjust revenue requirements or if cost forecasts increase. The Utility also forecasts it will incur costs during 2014 that
it will not recover through rates, including costs to identify and remove encroachments from gas transmission
pipeline rights-of-way, to pressure test pipelines placed into service after January 1, 1956, consistent with the CPUC’s
disallowance of such costs in the PSEP decision, and remedial costs associated with the Utility’s pipeline corrosion
control program.

The Utility’s ability to recover its natural gas transmission and storage costs in 2015, 2016, and 2017, will be
determined by whether the CPUC approves the Utility’s GT&S rate case application. (See ‘‘Regulatory Matters’’
above.) PG&E Corporation’s and the Utility’s financial condition and results of operations could be materially
affected if the CPUC does not approve the Utility’s request or if actual costs exceed the capital and expense
amounts that the CPUC may authorize. The Utility has not requested rate recovery for certain costs it forecasts it
will incur during 2015 through 2017, including costs to identify and remove encroachments from gas transmission
pipeline rights-of-way, to pressure test certain pipelines, and to take remedial measures to address pipeline corrosion.
Actual costs to perform this work could materially exceed forecasts and negatively affect PG&E Corporation’s and
the Utility’s results of operations. The Utility’s ability to recover natural gas transmission costs also could be affected
by the final decisions to be issued in the CPUC’s pending investigations discussed above.

PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows will be affected by their
ability to continue accessing the capital markets and by the terms of debt and equity financings.

The Utility relies on access to capital and credit markets as significant sources of liquidity to fund capital
expenditures, pay principal and interest on its debt, provide collateral to support its natural gas and electricity
procurement hedging contracts, and fund other operations requirements that are not satisfied by operating cash
flows. See the discussion of the Utility’s future financing needs above in ‘‘Liquidity and Financial Resources.’’ The
Utility’s financing needs would increase if the Utility were required to incur unrecoverable costs and pay fines as a
result of the outcome of the pending investigations discussed in ‘‘Natural Gas Matters’’ above. Such financing may
become more difficult to obtain, especially if the ultimate outcome of the investigations affected the Utility’s credit
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ratings. As the Utility has incurred costs it has been unable to recover through rates, it has relied on equity
contributions from PG&E Corporation to maintain the 52% equity component of its CPUC-authorized capital
structure. The Utility’s equity needs could increase materially depending on the ultimate outcome of the pending
investigations and the amount of natural gas and transmission costs it is unable to recover through rates.

PG&E Corporation relies on independent access to the capital and credit markets to fund its operations, make
capital expenditures, and contribute equity to the Utility as needed to maintain the Utility’s CPUC-authorized capital
structure, if funds received from the Utility (in the form of dividends or share repurchases) are insufficient to meet
such needs. Since the San Bruno accident, PG&E Corporation has issued a material amount of equity to fund its
equity contributions to the Utility. PG&E Corporation forecasts that it will need to issue additional material amounts
of equity in 2014 as the Utility continues to incur costs that it cannot recover through rates. If the Utility is required
to pay penalties in an amount that exceeds the amount already accrued, the Utility may need further equity
contributions that PG&E Corporation may need to fund through additional dilutive share issuances. PG&E
Corporation also may be required to access the capital markets to fund equity contributions to the Utility following
the Utility’s issuance of long-term debt to maintain the Utility’s capital structure. PG&E Corporation primarily has
relied on the public sale of its common stock to raise the funds it contributes to meet the Utility’s equity needs. The
market price of PG&E Corporation common stock could decline materially depending on the outcome of the
investigations and the amount and timing of future share issuances. Declines in the stock price could increase the
dilutive effect of future stock issuances and make it more difficult or expensive for PG&E Corporation to complete
future equity offerings.

PG&E Corporation’s and the Utility’s ability to access the capital and credit markets and the costs and terms of
available financing depend on many factors, including the ultimate outcome of the pending investigations, the
outcome of pending ratemaking proceedings, changes in their credit ratings, changes in the federal or state
regulatory environment affecting energy companies generally or PG&E Corporation and the Utility in particular, the
overall health of the energy industry, volatility in electricity or natural gas prices, and general economic and financial
market conditions. If PG&E Corporation’s or the Utility’s credit ratings were downgraded to below investment grade,
their ability to access the capital and credit markets would be negatively affected and could result in higher
borrowing costs, fewer financing options, including reduced access to the commercial paper market, additional
collateral posting requirements, which in turn could affect liquidity and lead to an increased financing need.

If the Utility were unable to access the capital markets, it could be required to decrease or suspend dividends to
PG&E Corporation. PG&E Corporation also would need to consider its alternatives, such as contributing capital to
the Utility, to enable the Utility to fulfill its obligation to serve. To maintain PG&E Corporation’s dividend level in
these circumstances, PG&E Corporation would be further required to access the capital or credit markets. PG&E
Corporation may need to decrease or discontinue its common stock dividend if it is unable to access the capital or
credit markets on reasonable terms.

PG&E Corporation’s and the Utility’s financial condition depends upon the Utility’s ability to recover its operating expenses
and its electricity and natural gas procurement costs and to earn a reasonable rate of return on capital investments, in a
timely manner from the Utility’s customers through regulated rates.

The Utility’s ability to recover its costs and earn its authorized rate of return can be affected by many factors,
including the time lag between when costs are incurred and when those costs are recovered in customers’ rates and
differences between the forecast or authorized costs embedded in rates (which are set on a prospective basis) and
the amount of actual costs incurred. (See ‘‘Regulatory Matters—2014 General Rate Case’’ above.) The CPUC or the
FERC may not allow the Utility to recover costs on the basis that such costs were not reasonably or prudently
incurred or for other reasons. For example, the CPUC has prohibited the Utility from recovering a material portion
of costs that the Utility has already incurred, and will continue to incur, as it performs work under the PSEP, in part,
because the CPUC found that such costs were incurred as a result of imprudent management. The CPUC may order
the Utility to propose cost-sharing methods for certain costs or the Utility may decide for other reasons not to seek
recovery of certain costs. In either case, the Utility would incur costs that are not recovered through rates. (See
‘‘Natural Gas Matters’’ above.)

Further, to serve its customers in a safe and reliable manner, the Utility may be required to incur expenses
before the CPUC approves the recovery of such costs. The Utility is generally unable to recover costs incurred
before CPUC authorization is obtained, unless the CPUC authorizes the Utility to track costs for potential future
recovery. For example, the Utility requested that the CPUC allow the Utility to track costs incurred in 2012 under
the PSEP before the CPUC approved the plan. The CPUC did not address the Utility’s request and as a result the
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Utility was unable to recover costs incurred before the effective date of the decision, December 20, 2012. The
Utility’s failure to recover these and other pipeline-related costs has materially affected PG&E Corporation’s and the
Utility’s financial condition, results of operations and cash flows.

Changes in laws and regulations or changes in the political and regulatory environment also may have an
adverse effect on the Utility’s ability to timely recover its costs and earn its authorized rate of return. In addition, the
Utility may be required to incur substantial costs to comply with new state laws or to implement new state policies
before the Utility is assured of cost recovery. For example, the state-mandated development of the California High
Speed Rail Project through the Utility’s service territory will require the relocation of some of the Utility’s electric
and gas facilities, new electric facilities, and significant expansion and upgrade to the Utility’s electric system.
Although the CPUC has begun a proceeding to address cost allocation and cost recovery issues, the Utility may incur
costs before the issues are settled, for example, to obtain environmental permits. Further, fluctuating commodity
prices also could affect the Utility’s ability to timely recover its costs and earn its authorized rate of return. Although
current law and regulatory mechanisms permit the Utility to pass through its costs to procure electricity and natural
gas to customers in rates, a significant and sustained rise in commodity prices, caused by costs associated with new
renewable energy resources and California’s new cap-and-trade program and other factors, could create overall rate
pressures that make it more difficult for the Utility to recover its costs. This pressure could increase as the Utility
continues to collect authorized rates to support public purpose programs, such as energy efficiency programs, and
low-income rate subsidies, and to fund customer incentive programs.

The Utility’s ability to recover its costs also may be affected by the economy and the economy’s corresponding
impact on the Utility’s customers. For example, a sustained downturn or sluggishness in the economy could reduce
the Utility’s sales to industrial and commercial customers. Although the Utility generally recovers its costs through
rates, regardless of sales volume, rate pressures increase when the costs are borne by a smaller sales base. A portion
of the Utility’s revenues depends on the level of customer demand for the Utility’s natural gas transportation services
which can fluctuate based on economic conditions, the price of natural gas, and other factors. In the GT&S rate case
application, the Utility has proposed that this revenue mechanism be eliminated beginning on January 1, 2015 but it
is uncertain whether the request will be granted.

The Utility’s failure to recover its operating expenses, including electricity and natural gas procurement costs in
a timely manner through rates could have a material effect on PG&E Corporation’s and the Utility’s financial
condition, results of operations, and cash flows.

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

The Utility meets customer demand for electricity from a variety of sources, including electricity generated from
the Utility’s own generation facilities, electricity provided by third parties under power purchase agreements, and
purchases on the wholesale electricity market. The Utility must manage these sources using the commercial and
CPUC regulatory principles of ‘‘least cost dispatch.’’

Following competitive requests for offers from third parties, the Utility enters into power purchase agreements,
including contracts to purchase renewable energy, in compliance with a CPUC-approved long-term procurement plan.
These agreements become binding obligations of the Utility after the CPUC approves the agreements and authorizes
the Utility to recover contract costs through rates. There is a risk that the contractual prices the Utility is required to
pay will become uneconomic in the future for a variety of reasons, including developments in alternative energy
technology, increased self-generation by customers, an increase in distributed generation, and lower customer
demand due to economic conditions or the loss of the Utility’s customers to other generation providers. In particular,
as the market for renewable energy develops in response to California’s renewable energy requirements, there is a
risk that the Utility’s contractual commitments could result in procurement costs that are higher than the market
price of renewable energy. This could create a further risk that, despite original CPUC approval of the contracts, the
CPUC would disallow contract costs in the future if the CPUC determines that the costs are unreasonably above
market. In addition, the CPUC could disallow procurement costs if the CPUC determined that the Utility incurred
procurement costs that were not in compliance with its CPUC-approved procurement plan, or that the Utility did not
prudently administer the power purchase agreements that were executed in compliance with the plan. The Utility
also could incur liability under its contracts to procure electricity from conventional and renewable generation
resources if such resources are physically curtailed by the CAISO during periods of over-generation when generation
resources scheduled with the CAISO exceed customer load. The costs incurred by the Utility under these
circumstances would be subject to reasonableness review by the CPUC and could be disallowed.
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The Utility also purchases energy through the day-ahead and real-time wholesale electricity market operated by
the CAISO. The amount of electricity the Utility purchases on the wholesale market fluctuates due to a variety of
factors, including, the level of electricity generated by the Utility’s own generation facilities, changes in customer
demand, periodic expirations or terminations of power purchase contracts, the execution of new power purchase
contracts, fluctuation in the output of hydroelectric and other renewable power facilities owned or under contract by
the Utility, and the implementation of new energy efficiency and demand response programs. The market prices of
electricity also fluctuate due to various factors, including the type of generation resources. Hydroelectric generation
resources are generally the least expensive. As drought conditions in California and the Western U.S. persist, the
market prices of electricity will generally reflect the higher cost of conventional and other resources. Although
market mechanisms are designed to limit excessive prices, these market mechanisms could fail, or the related systems
and software on which the market mechanisms rely may not perform as intended due to a cyber-attack or other
reason, which could result in excessive market prices. For example, during the 2000 and 2001 energy crisis, the
market mechanism flaws in California’s newly established wholesale electricity market led to dramatically high market
prices for electricity that the Utility was unable to recover through customer rates, ultimately causing the Utility to
file a petition for reorganization under Chapter 11 of the U.S. Bankruptcy Code.

In addition, electricity costs include the costs to comply with California’s cap-and-trade regulations. Although
some of these costs can be offset by revenues from the sale of emission allowances by the Utility on behalf of some
classes of electricity customers, it is uncertain how the cap-and-trade market will develop in the future especially as
the cap-and-trade compliance periods expand to cover other sources of GHG emissions and as other regional or
federal cap-and-trade programs are adopted.

PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows could be
materially affected if the Utility is unable to recover a material portion of the costs it incurs to deliver electricity to
customers.

The completion of capital investment projects is subject to substantial risks, and the timing of the Utility’s capital
expenditures and recovery of capital-related costs through rates, if at all, will directly affect net income.

The Utility’s ability to invest capital in its electric and natural gas businesses is subject to many risks, including
risks related to obtaining regulatory approval, securing adequate and reasonably priced financing, obtaining and
complying with the terms of permits, meeting construction budgets and schedules, and satisfying operating and
environmental performance standards. Third-party contractors on which the Utility depends to develop or construct
these projects also face many of these risks. Changes in tax laws or policies, such as those relating to ‘‘bonus’’
depreciation, may also affect when or whether a potential project is developed. In addition, reduced forecasted
demand for electricity and natural gas as a result of an economic slow-down, or other reasons, may also increase the
risk that projects are deferred, abandoned, or cancelled. Some of the Utility’s future capital investments may also be
affected by evolving federal and state policies regarding the development of a ‘‘smart’’ electric transmission grid.

In addition, differences in the amount or timing of actual capital expenditures compared to the amount and
timing of forecast capital expenditures authorized to be recovered through rates, can directly affect net income.
Changes in regulatory policies concerning ongoing recovery of costs for existing projects may increase risks associated
with capital investment. Further, if capital expenditures are disallowed, the Utility would be required to write-off
such expenses which could have a material effect on PG&E Corporation’s and the Utility’s financial condition and
results of operations. For example, at December 31, 2013, the Utility had recorded cumulative charges of
$549 million for PSEP capital costs that the CPUC has specifically disallowed and for increases in the amount of
costs that the Utility forecasts will exceed the adopted cost amounts.

PG&E Corporation’s and the Utility’s financial results could be affected by the loss of Utility customers and decreased new
customer growth due to municipalization, an increase in the number of community choice aggregators, increasing levels of
‘‘direct access,’’ and the development and integration of self-generation and distributed generation technologies, if the CPUC
fails to adjust the Utility’s rates to reflect such events.

The Utility’s customers could bypass its distribution and transmission system by obtaining such services from
other providers. This may result in stranded investment capital, loss of customer growth, and additional barriers to
cost recovery. Forms of bypass of the Utility’s electricity distribution system include construction of duplicate
distribution facilities to serve specific existing or new customers. In addition, local government agencies could
exercise their power of eminent domain to acquire the Utility’s facilities and use the facilities to provide utility
service to their local residents and businesses. The Utility may be unable to fully recover its investment in the
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distribution assets that it no longer owns. The Utility’s natural gas transmission facilities could be bypassed by
interstate pipeline companies that construct facilities in the Utility’s markets, by customers who build pipeline
connections that bypass the Utility’s natural gas transmission and distribution system, or by customers who use and
transport liquefied natural gas.

Alternatively, the Utility’s customers could become direct access customers who purchase electricity from
alternative energy suppliers or they could become customers of governmental bodies registered as community choice
aggregators to purchase and sell electricity for their residents and businesses. Although the Utility is permitted to
collect a non-bypassable charge for generation-related costs incurred on behalf of these customers, or distribution,
metering, or other services it continues to provide, the fee may not be sufficient for the Utility to fully recover the
costs to provide these services. Furthermore, if the former customers return to receiving electricity supply from the
Utility, the Utility could incur costs to meet their electricity needs that it may not be able to timely recover through
rates or that it may not be able to recover at all.

In addition, increasing levels of self-generation of electricity by customers (primarily solar installations) and the
use of customer net energy metering, which allows self-generating customers to receive bill credits for surplus power
at the full retail rate, could put upward rate pressure on remaining customers. Also, a confluence of technology-
related cost declines and sustained federal or state subsidies could make a combination of distributed generation and
storage a viable, cost-effective alternative to the Utility’s bundled electric service which could further threaten the
Utility’s ability to recover its generation, transmission, and distribution investments.

If the CPUC fails to adjust the Utility’s rates to reflect the impact of changing loads, increasing self-generation
and net energy metering, and the growth of distributed generation and storage, PG&E Corporation’s and the
Utility’s financial condition, results of operations, and cash flows could be materially adversely affected.

The operation of the Utility’s electricity and natural gas generation, transmission, and distribution facilities involve
significant risks which, if they materialize, can adversely affect PG&E Corporation’s and the Utility’s financial condition,
results of operations and cash flows, and the Utility’s insurance may not be sufficient to cover losses caused by an operating
failure or catastrophic event.

The Utility owns and operates extensive electricity and natural gas facilities, including two nuclear generation
units and an extensive hydroelectric generating system. The Utility’s service territory covers approximately 70,000
square miles in northern and central California and is composed of diverse geographic regions with varying climates,
weather conditions, vegetation amounts, and population density levels, all of which create numerous operating
challenges. The Utility’s facilities are interconnected to the U.S. western electricity grid and numerous interstate and
continental natural gas pipelines. These facilities are subject to physical attacks, including cyber-attacks that can
cause local or widespread outages of electric or natural gas service, or otherwise disrupt operations, as well as cause
property damage and personal injury. The Utility and other industry participants implement various security
measures to monitor and protect their facilities but these security measures may not always be successful. The
Utility’s ability to earn its authorized rate of return depends on its ability to efficiently maintain, operate, and protect
its facilities and provide electricity and natural gas services safely and reliably. The maintenance and operation of the
Utility’s facilities, and the facilities of third parties on which the Utility relies, involve numerous risks, including the
risks discussed elsewhere in this section and those that arise from:

• the breakdown or failure of equipment, electric transmission or distribution lines, or natural gas transmission
and distribution pipelines, that can cause explosions, fires, or other catastrophic events;

• the failure of generation facilities to perform at expected or at contracted levels of output or efficiency;

• the failure of a large dam or other major hydroelectric facility, or the failure of one or more levees that
protect land on which the Utility’s electric transmission assets are built;

• the failure to take expeditious or sufficient action to mitigate operating conditions, facilities, or equipment,
that the Utility has identified, or reasonably should have identified, as unsafe, which failure then leads to a
catastrophic event, and the failure to respond effectively to a catastrophic event;

• severe weather events such as storms, tornadoes, floods, drought, earthquakes, tsunamis, wildland and other
fires, pandemics, solar events, electromagnetic events, or other natural disasters;

• operator or other human error;
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• construction performed by third parties, such as ground excavation that damages the Utility’s underground
facilities;

• fuel supply interruptions or the lack of available fuel which reduces or eliminates the Utility’s ability to
provide electricity and/or natural gas service;

• the release of hazardous or toxic substances into the air or water;

• use of new or unproven technologies;

• attacks by third parties, including cyber-attacks; and

• acts of terrorism, vandalism, or war.

The occurrence of any of these events could affect demand for electricity or natural gas; cause unplanned
outages or reduce generating output which may require the Utility to incur costs to purchase replacement power;
cause damage to the Utility’s assets or operations requiring the Utility to incur unplanned expenses to respond to
emergencies and make repairs; damage the assets or operations of third parties on which the Utility relies; subject
the Utility to claims by customers or third parties for damages to property, personal injury, or wrongful death, or
subject the Utility to penalties. These costs may not be recoverable through rates or insurance. Further, although the
Utility often enters into agreements for third-party contractors to perform work, such as patrolling and inspection of
facilities, the Utility may retain liability for the quality and completion of the contractor’s work and can be subject to
penalties or other enforcement action if the contractor violates applicable laws, rules, regulations, or orders.
Insurance, equipment warranties, or other contractual indemnification requirements may not be sufficient or effective
to provide full or even partial recovery under all circumstances or against all hazards or liabilities to which the Utility
may become subject. An uninsured loss could have a material effect on PG&E Corporation’s and the Utility’s
financial condition, results of operations, and cash flows. Future insurance coverage may not be available at rates and
on terms as favorable as the rates and terms of the Utility’s current insurance coverage or may not be available at
all.

The Utility’s operational and information systems on which it relies to conduct its business and serve customers could fail to
function properly due to technological problems, cyber-attacks, physical attacks on the Utility’s assets, acts of terrorism,
severe weather, solar events, electromagnetic events, natural disasters, the age and condition of information technology assets,
human error, or other reasons, that could disrupt the Utility’s operations and cause the Utility to incur unanticipated losses
and expense.

The operation of the Utility’s extensive electricity and natural gas systems rely on evolving information and
operational technology systems and network infrastructures that are becoming more complex as new technologies and
systems are implemented to modernize capabilities to safely and reliably deliver gas and electric services. The
Utility’s business is highly dependent on its ability to process and monitor, on a daily basis, a very large number of
tasks and transactions, many of which are highly complex. The failure of the Utility’s information and operational
systems and networks due to a physical attack, cyber-attack or other cause could significantly disrupt operations;
cause harm to the public or employees; result in outages or reduced generating output; damage to the Utility’s assets
or operations or those of third parties; and subject the Utility to claims by customers or third parties, any of which
could have a material effect on PG&E Corporation’s and the Utility’s financial condition, results of operations, and
cash flows.

The Utility’s systems, including its financial information, operational systems, advanced metering, and billing
systems, require constant maintenance, modification, and updating, which can be costly and increase the risk of
errors and malfunction. Any disruptions or deficiencies in existing systems, or disruptions, delays or deficiencies in
the modification or implementation of new systems, could result in increased costs, the inability to track or collect
revenues, the diversion of management’s and employees’ attention and resources, and could negatively affect the
effectiveness of the companies’ control environment, and/or the companies’ ability to timely file required regulatory
reports.

The Utility’s ability to measure customer energy usage and generate bills depends on the successful functioning
of the advanced metering system. The Utility relies on third party contractors and vendors to service, support, and
maintain certain proprietary functional components of the advanced metering system. If such a vendor or contractor
ceased operations, if there was a contractual dispute or a failure to renew or negotiate the terms of a contract so
that the Utility becomes unable to continue relying on such a third-party vendor or contractor, then the Utility could
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experience costs associated with disruption of billing and measurement operations and would incur costs as it seeks
to find other replacement contractors or vendors or hire and train personnel to perform such services.

Despite implementation of security and mitigation measures, all of the Utility’s technology systems are
vulnerable to disability or failures due to cyber-attacks, physical attacks on the facilities and equipment needed to
operate the technology systems, viruses, human errors, acts of war or terrorism, and other events. If the Utility’s
information technology systems or network infrastructure were to fail, the Utility might be unable to fulfill critical
business functions and serve its customers, which could have a material effect on PG&E Corporation’s and the
Utility’s financial conditions, results of operations, and cash flows.

In addition, in the ordinary course of its business, the Utility collects and retains sensitive information including
personal identification information about customers and employees, customer energy usage, and other confidential
information. The theft, damage, or improper disclosure of sensitive electronic data can subject the Utility to penalties
for violation of applicable privacy laws, subject the Utility to claims from third parties, and harm the Utility’s
reputation.

The Utility’s success depends on the availability of the services of a qualified workforce and its ability to maintain
satisfactory collective bargaining agreements which cover a substantial number of employees. PG&E Corporation’s and the
Utility’s results may suffer if the Utility is unable to attract and retain qualified personnel and senior management talent, or
if prolonged labor disruptions occur.

The Utility’s workforce is aging and many employees will become eligible to retire within the next few years.
Although the Utility has undertaken efforts to recruit and train new field service personnel, the Utility may not be
successful. The Utility may be faced with a shortage of experienced and qualified personnel. The majority of the
Utility’s employees are covered by collective bargaining agreements with three unions. The terms of these agreements
affect the Utility’s labor costs. It is possible that labor disruptions could occur. In addition, it is possible that some of
the remaining non-represented Utility employees will join one of these unions in the future. It is also possible that
PG&E Corporation and the Utility may face challenges in attracting and retaining senior management talent
especially if they are unable to restore the reputational harm generated by the negative publicity stemming from the
San Bruno accident. Any such occurrences could negatively impact PG&E Corporation’s and the Utility’s financial
condition and results of operations.

The operation and decommissioning of the Utility’s nuclear power plants expose it to potentially significant liabilities that it
may not be able to recover from its insurance or other sources, and the Utility may incur significant capital expenditures
and compliance costs that it may be unable to fully recover, adversely affecting PG&E Corporation’s and the Utility’s s
financial conditions, results of operations, and cash flows.

The operation of the Utility’s nuclear generation facilities exposes it to potentially significant liabilities from
environmental, health and financial risks, such as risks relating to the storage, handling and disposal of spent nuclear
fuel, the release of radioactive materials caused by a nuclear accident, seismic activity, natural disaster, or terrorist
act. There are also significant uncertainties related to the regulatory, technological, and financial aspects of
decommissioning nuclear generation plants when their licenses expire. To reduce the Utility’s financial exposure to
these risks, the Utility maintains insurance and manages decommissioning trusts that hold nuclear decommissioning
charges collected through customer rates. However, the costs or damages the Utility may incur in connection with
the operation and decommissioning of its nuclear power plants could exceed the amount of the Utility’s insurance
coverage and nuclear decommissioning trust assets. The Utility has insurance coverage for property damages and
business interruption losses, as well as coverage for acts of terrorism at its nuclear power plants as a member of
NEIL, a mutual insurer owned by utilities with nuclear facilities. NEIL provides coverage for both nuclear (meaning
that nuclear material is released) and non-nuclear losses. Due to multiple large non-nuclear losses in the industry, in
2013 NEIL significantly reduced its coverage for non-nuclear losses. While the Utility is seeking alternative insurance
options, efforts to obtain additional coverage may not be successful. Even if the Utility is able to obtain additional
coverage, this future insurance coverage may not be available at rates and terms as favorable as the rates and terms
of the Utility’s current NEIL insurance coverage. If the Utility incurs losses that are either not covered by insurance
or exceed the amount of insurance available, such losses could have a material effect on PG&E Corporation’s and
the Utility’s financial condition, results of operations, and cash flows.

In addition, as an operator of the two operating nuclear reactor units at Diablo Canyon, the Utility may be
required under federal law to pay up to $255 million of liabilities arising out of each nuclear incident occurring not
only at the Utility’s Diablo Canyon facility but at any other nuclear power plant in the United States. (See Note 14
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of the Notes to the Consolidated Financial Statements.) The Utility’s ability to continue to operate its nuclear
generation facilities also is subject to the availability of adequate nuclear fuel supplies on terms that the CPUC will
find reasonable.

The NRC oversees the licensing, construction, and decommissioning of nuclear facilities and has broad authority
to impose requirements relating to the maintenance and operation of nuclear facilities; the storage, handling and
disposal of spent fuel; and the safety, radiological, environmental, and security aspects of nuclear facilities. The NRC
has adopted regulations that are intended to protect nuclear facilities, nuclear facility employees, and the public from
potential terrorist and other threats to the safety and security of nuclear operations, including threats posed by
radiological sabotage or cyber-attack. The Utility incurs substantial costs to comply with these regulations. In
addition, in March 2012, the NRC issued several orders to the owners of all U.S. operating nuclear reactors to
implement the highest-priority recommendations issued by the NRC’s task force to incorporate the lessons learned
from the March 2011 earthquake and tsunami that caused significant damage to the Fukushima-Dai-ichi nuclear
facilities in Japan. The NRC may issue further orders to implement the recommendations, including facility-specific
orders, which could require the Utility to incur additional costs.

In 2009, the Utility filed an application with the NRC to renew the operating licenses for the two operating units
at Diablo Canyon. (See ‘‘Regulatory Matters—Diablo Canyon Nuclear Power Plant’’ above.) In May 2011, after the
Fukushima-Dai-ichi event, the NRC granted the Utility’s request to delay processing the Utility’s application while
certain advanced seismic studies were completed. The Utility is currently assessing the data from recently completed
advanced seismic studies along with other available seismic data. The Utility will not make any decision about
whether to request that the NRC to resume processing the license renewal application until this assessment is
completed and provided to the NRC. The Utility anticipates that it will complete this assessment by June 2014. If the
Utility does not request that the NRC resume processing the application, the current operating licenses would expire
in 2024 and 2025. In any event, the NRC has stated that it will not issue final decisions in licensing or re-licensing
proceedings, including the Utility’s re-licensing application, until it has issued a new ‘‘waste confidence decision,’’ as
described below. In addition, the NRC would not issue renewed operating licenses for Diablo Canyon unless the
California Coastal Commission determined that license renewal is consistent with federal and state coastal laws.

In the NRC’s original ‘‘waste confidence decision,’’ the NRC found that spent nuclear fuel can be safely
managed until a permanent off-site repository is established. The NRC’s waste confidence decision was successfully
challenged on the basis that the NRC’s environmental review was deficient. The NRC has instructed its staff to
develop and issue a new waste confidence decision and temporary storage rule by October 2014. It is uncertain how
the new waste confidence decision and temporary storage rule would affect the Utility’s decision to resume the
renewal application process at the NRC or, if the application process were resumed, how the new waste confidence
decision and temporary storage rule would affect the disposition of the renewal application. It is also uncertain how
the new waste confidence decision and temporary storage rule would affect the Utility’s nuclear generation
operations during the current terms of the NRC licenses for Diablo Canyon.

The CPUC has authority to determine the rates the Utility can collect to recover its nuclear fuel, operating,
maintenance, compliance, and decommissioning costs. The Utility also could incur significant expense to comply with
regulations or orders the NRC may issue in the future to impose new safety requirements, to obtain license renewal,
and to comply with federal and state policies and regulations applicable to the use of cooling water intake systems at
generation facilities, such as Diablo Canyon. (See ‘‘Environmental Matters’’ above.) The Utility expects that it would
seek rate recovery of these additional costs. The outcome of these rate proceedings at the CPUC can be influenced
by public and political opposition to nuclear power.

If the Utility were unable to recover costs related to its nuclear facilities, PG&E Corporation’s and the Utility’s
financial condition, results of operations, and cash flows could be materially affected. The Utility may determine that
it cannot comply with the new regulations or orders, including a new waste confidence decision, in a feasible and
economic manner and voluntarily cease operations at Diablo Canyon. Alternatively, the NRC may order the Utility
to cease its nuclear operations until it can comply with new regulations, orders, or decisions. Further, the Utility
could decide not to resume the license renewal process or the Utility could fail to obtain renewed operating licenses
for Diablo Canyon requiring nuclear operations to cease when the current licenses expire in 2024 and 2025.

The Utility’s operations are subject to extensive environmental laws and changes in or liabilities under these laws could
adversely affect PG&E Corporation’s and the Utility’s financial conditions, results of operations, and cash flows.

The Utility’s operations are subject to extensive federal, state, and local environmental laws, regulations, orders,
relating to air quality, water quality and usage, remediation of hazardous wastes, and the protection and conservation
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of natural resources and wildlife. The Utility can incur significant capital, operating, and other costs associated with
compliance with these environmental statutes, rules, and regulations. These costs can be difficult to forecast because
the extent of contamination may be unknown. For example, the Utility’s costs to perform hydrostatic pressure tests
on natural gas pipelines were higher than anticipated because the water used to perform the tests became
contaminated as it traveled through the pipe and the Utility had to incur additional costs to remediate the
contaminated wastewater. Further, even if the extent of contamination is known, remediation costs can be difficult to
estimate due to many factors, including which remediation alternatives will be used, the applicable remediation
levels, and the financial ability of other potentially responsible parties. Environmental remediation costs could
increase in the future as a result of new legislation, the current trend toward more stringent standards, and stricter
and more expansive application of existing environmental regulations. Failure to comply with these laws and
regulations, or failure to comply with the terms of licenses or permits issued by environmental or regulatory agencies,
could expose the Utility to claims by third parties or the imposition of civil or criminal fines or other sanctions.

The Utility has been, and may be, required to pay for environmental remediation costs at sites where it is
identified as a potentially responsible party under federal and state environmental laws. These sites, some of which
the Utility no longer owns, include former manufactured gas plant sites, current and former power plant sites, former
gas gathering and gas storage sites, sites where natural gas compressor stations are located, current and former
substations, service center and general construction yard sites, and sites currently and formerly used by the Utility for
the storage, recycling, or disposal of hazardous substances. Under federal and California laws, the Utility may be
responsible for remediation of hazardous substances even if it did not deposit those substances on the site. Although
the Utility has liabilities for known environmental obligations that are probable and reasonably estimable, estimated
costs may vary significantly from actual costs, and the amount of additional future costs may be material to results of
operations in the period in which they are recognized. (See Note 14 to the Notes to the Consolidated Financial
Statements for more information.)

The CPUC has authorized the Utility to recover its environmental remediation costs for certain sites through
various ratemaking mechanisms. One of these mechanisms allows the Utility rate recovery for 90% of its hazardous
substance remediation costs for certain approved sites without a reasonableness review. The CPUC may discontinue
or change these ratemaking mechanisms in the future or the Utility may incur environmental costs that exceed
amounts the CPUC has authorized the Utility to recover in rates.

Some of the Utility’s environmental costs, such as the remediation costs associated with the Hinkley natural gas
compressor site, are not recoverable through rates or insurance. The Utility’s costs to remediate groundwater
contamination near the Hinkley natural gas compressor site and to abate the effects of the contamination have had,
and may continue to have, a material effect on PG&E Corporation’s and the Utility’s financial conditions, results of
operations, and cash flows. (See ‘‘Environmental Matters’’ above.)

The Utility’s future operations may be affected by climate change that may have a material impact on PG&E Corporation’s
and the Utility’s financial condition, results of operations, and cash flows.

A report issued in 2012 by the EPA entitled, ‘‘Climate Change Indicators in the United States, 2012’’ states that
the increase of GHG emissions in the atmosphere is changing the fundamental measures of climate in the United
States, including rising temperatures, shifting snow and rainfall patterns, and more extreme climate events. In
December 2009, the EPA issued a finding that GHG emissions cause or contribute to air pollution that endangers
public health and welfare. The impact of events or conditions caused by climate change could range widely, from
highly localized to worldwide, and the extent to which the Utility’s operations may be affected is uncertain. For
example, if reduced snowpack decreases the Utility’s hydroelectric generation, the Utility will need to acquire
additional generation from other sources at a greater cost. In addition, if lower hydroelectric generation due to dry
conditions or prolonged drought increases reliance on conventional generation resources, it may be more costly for
the Utility to comply with California’s renewable portfolio standard program and GHG emissions limits.

Under certain circumstances, the events or conditions caused by climate change could result in a full or partial
disruption of the ability of the Utility—or one or more of the entities on which it relies—to generate, transmit,
transport, or distribute electricity or natural gas. The Utility has been studying the potential effects of climate change
on the Utility’s operations and is developing contingency plans to adapt to those events and conditions that the
Utility believes are most significant. Events or conditions caused by climate change could have a greater impact on
the Utility’s operations than the Utility’s studies suggest and could result in lower revenues or increased expenses, or
both. If the CPUC fails to adjust the Utility’s rates to reflect the impact of events or conditions caused by climate
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change, PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash flows could be
materially affected.

The Utility is subject to fines and penalties for failure to comply with federal, state, or local statutes and regulations.
Changes in the political and regulatory environment could cause federal and state statutes, regulations, rules, and orders to
become more stringent and difficult to comply with, and required permits, authorizations, and licenses may be more difficult
to obtain, increasing the Utility’s expenses or making it more difficult for the Utility to execute its business strategy.

The Utility must comply in good faith with all applicable statutes, regulations, rules, tariffs, and orders of the
CPUC, the FERC, the NRC, and other regulatory agencies relating to the aspects of its electricity and natural gas
utility operations that fall within the jurisdictional authority of such agencies. In addition to the NRC requirements
described above, these include meeting new renewable energy delivery requirements, resource adequacy
requirements, federal electric reliability standards, customer billing, customer service, affiliate transactions, vegetation
management, operating and maintenance practices, and safety and inspection practices. The Utility is subject to
penalties and sanctions for failure to comply with applicable statutes, regulations, rules, tariffs, and orders.

The CPUC can impose fines up to $50,000 per day, per violation. The CPUC has wide discretion to determine,
based on the facts and circumstances, whether a single violation or multiple violations were committed and to
determine the length of time a violation existed for purposes of calculating the amount of fines. The CPUC has
delegated authority to the SED to levy citations and impose fines for violations of certain regulations related to the
safety of natural gas facilities and utilities’ natural gas operating practices. Like the CPUC, the SED has discretion to
determine how to count the number of violations, but the delegated authority requires the SED to assess the
maximum statutory fine per violation with discretion to adjust the amount of the fine based on the risk-level of the
violation as determined by the SED. (For a discussion of pending investigations and potential enforcement
proceedings, see MD&A ‘‘Natural Gas Matters’’ above.) A California law enacted in 2013 requires the CPUC to
establish a safety enforcement program for gas facilities by July 1, 2014 and for electric facilities by January 1, 2015.
The law requires the CPUC to delegate enforcement authority to the SED under these programs. The CPUC may
make changes to its gas safety enforcement program to implement the new law. These programs may increase the
risk that penalties will be imposed on the Utility.

In addition, the federal Pipeline and Hazardous Materials Safety Administration has independent authority to
impose fines for violation of federal pipeline safety regulations in amounts that range from $100,000 to $200,000 for
an individual violation and from $1 million to $2 million for a series of violations.

The Utility must comply with federal electric reliability standards that are set by the North American Electric
Reliability Corporation and approved by the FERC. These standards relate to maintenance, training, operations,
planning, vegetation management, facility ratings, and other subjects. These standards are designed to maintain the
reliability of the nation’s bulk power system and to protect the system against potential disruptions from cyber-
attacks and physical security breaches. Regulatory authorities conduct frequent compliance audits of the Utility’s
operating practices. The FERC can impose fines (up to $1 million per day, per violation) for failure to comply with
these mandatory electric reliability standards. As these and other standards and rules evolve, and as the wholesale
electricity markets become more complex, the Utility’s risk of noncompliance may increase.

In addition, statutes, regulations, rules, tariffs, and orders, or their interpretation and application, may become
more stringent and difficult to comply with in the future. If this occurs, the Utility could be exposed to increased
costs to comply with the more stringent requirements or new interpretations and to potential liability for customer
refunds, penalties, or other amounts. If it is determined that the Utility did not comply with applicable statutes,
regulations, rules, tariffs, or orders, and the Utility is ordered to pay a material amount in customer refunds,
penalties, or other amounts, PG&E Corporation’s and the Utility’s financial condition, results of operations, and cash
flows would be materially affected.

The Utility also must comply with the terms of various governmental permits, authorizations, and licenses. These
permits, authorizations, and licenses may be revoked or modified by the agencies that granted them if facts develop
that differ significantly from the facts assumed when they were issued. In addition, waste discharge permits and other
approvals and licenses often have a term that is less than the expected life of the associated facility. Licenses and
permits may require periodic renewal, which may result in additional requirements being imposed by the granting
agency. In connection with a license renewal for one or more of the Utility’s hydroelectric generation facilities or
assets, the FERC may impose new license conditions that could, among other things, require increased expenditures
or result in reduced electricity output and/or capacity at the facility.
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If the Utility cannot obtain, renew, or comply with necessary governmental permits, authorizations, or licenses,
or if the Utility cannot recover any increased costs of complying with additional license requirements or any other
associated costs in its rates in a timely manner, PG&E Corporation’s and the Utility’s financial condition and results
of operations could be materially affected.

Market performance or changes in other assumptions could require PG&E Corporation and the Utility to make significant
unplanned contributions to its pension plan, other postretirement benefits plans, and nuclear decommissioning trusts.

PG&E Corporation and the Utility provide defined benefit pension plans and other postretirement benefits for
eligible employees and retirees. The Utility also maintains three trusts for the purposes of providing funds to
decommission its nuclear facilities. Up to approximately 60% of the plan assets and trust assets have generally been
invested in equity securities, which are subject to market fluctuation. A decline in the market value may increase the
funding requirements for these plans and trusts.

The cost of providing pension and other postretirement benefits is also affected by other factors, including the
assumed rate of return on plan assets, employee demographics, discount rates used in determining future benefit
obligations, rates of increase in health care costs, levels of assumed interest rates, future government regulation, and
prior contributions to the plans. Similarly, funding requirements for the nuclear decommissioning trusts are affected
by changes in the laws or regulations regarding nuclear decommissioning or decommissioning funding requirements
as well as changes in assumptions or forecasts related to decommissioning dates, technology and the cost of labor,
materials and equipment. Funding requirements also can be affected by the difference between the actual rate of
return on plan assets and the assumed rate and by changes in the assumed rate of return. For example, changes in
interest rates affect the liabilities under the plans: as interest rates decrease, the liabilities increase, potentially
increasing the funding requirements.

The Utility has recorded an asset retirement obligation related to decommissioning its nuclear facilities based on
various estimates and assumptions. Changes in these estimates and assumptions can materially affect the amount of
the recorded asset retirement obligation. (See Note 2 of the Notes to the Consolidated Financial Statements for a
discussion of the increase in the recorded asset retirement obligation to reflect increased estimated decommissioning
costs.)

The CPUC has authorized the Utility to recover forecasted costs to fund pension and postretirement plan
contributions and nuclear decommissioning through rates. If the Utility is required to make significant unplanned
contributions to fund the pension and postretirement plans and nuclear decommissioning trusts and is unable to
recover such contributions in rates, the contributions would negatively affect PG&E Corporation’s and the Utility’s
financial condition, results of operations, and cash flows.

Other Utility obligations, such as its workers’ compensation obligations, are not separately earmarked for
recovery through rates. Therefore, increases in the Utility’s workers’ compensation liabilities and other unfunded
liabilities also can negatively affect net income.

PG&E Corporation’s and the Utility’s financial statements reflect various estimates, assumptions, and values and are
prepared in accordance with applicable accounting rules, standards, policies, guidance, and interpretations, including those
related to regulatory assets and liabilities. Changes to these estimates, assumptions, values, and accounting rules, or changes
in the application of these rules, could materially affect PG&E Corporation’s and the Utility’s financial condition or results
of operations.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of revenues, expenses, assets, and liabilities, and the disclosure of
contingencies. (See the discussion under Notes 1 and 2 of the Notes to the Consolidated Financial Statements and
‘‘Critical Accounting Policies’’ above.) If the information on which the estimates and assumptions are based proves to
be incorrect or incomplete, if future events do not occur as anticipated, or if there are changes in applicable
accounting guidance, policies, or interpretation, management’s estimates and assumptions will change as appropriate.
A change in management’s estimates or assumptions, or the recognition of actual losses that differ from the amount
of estimated losses, could have a material impact on PG&E Corporation’s and the Utility’s financial condition or
results of operations.

As a regulated entity, the Utility’s rates are designed to recover the costs of providing service. The Utility’s
continued use of regulatory accounting (which enables it to account for the effects of regulation, including recording
regulatory assets and liabilities) depends on its ability to recover its cost of service. (See Note 3 of the Notes to the
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Consolidated Financial Statements.) Since the San Bruno accident, the Utility has recorded cumulative charges of
approximately $2.5 billion related to its natural gas operations that are not recoverable through rates. (See ‘‘Natural
Gas Matters’’ above.) To the extent that rates, including rates in the 2015 GT&S rate case, are not set at a level that
allows the Utility to recover the cost of providing service and a reasonable return on its investment in future periods,
the Utility may be required to discontinue the application of regulatory accounting for portions of its operations. If
that occurs, the related regulatory assets and liabilities would be charged against income in the period in which that
determination was made and could have a material impact on PG&E Corporation’s and the Utility’s future financial
condition and results of operations. In addition, if regulatory accounting did not apply, the Utility’s future financial
results could become more volatile under GAAP accounting as compared to historical financial results under
regulatory accounting due to the differences in the timing of expense (or gain) recognition under GAAP accounting
as compared to regulatory accounting.

As a holding company, PG&E Corporation depends on cash distributions and reimbursements from the Utility to meet its
debt service and other financial obligations and to pay dividends on its common stock.

PG&E Corporation is a holding company with no revenue generating operations of its own. PG&E
Corporation’s ability to pay interest on its outstanding debt, the principal at maturity, and to pay dividends on its
common stock, as well as satisfy its other financial obligations, primarily depends on the earnings and cash flows of
the Utility and the ability of the Utility to distribute cash to PG&E Corporation (in the form of dividends and share
repurchases) and reimburse PG&E Corporation for the Utility’s share of applicable expenses. Before it can distribute
cash to PG&E Corporation, the Utility must use its resources to satisfy its own obligations, including its obligation to
serve customers, to pay principal and interest on outstanding debt, to pay preferred stock dividends, and meet its
obligations to employees and creditors. The Utility’s ability to pay common stock dividends is constrained by
regulatory requirements, including that the Utility maintain its authorized capital structure with an average 52%
equity component. PG&E Corporation’s and the Utility’s ability to pay dividends also could be affected by financial
covenants contained in their respective credit agreements that require each company to maintain a ratio of
consolidated total debt to consolidated capitalization of at most 65%. If the Utility is not able to make distributions
to PG&E Corporation or to reimburse PG&E Corporation, PG&E Corporation’s ability to meet its own obligations
could be impaired and its ability to pay dividends could be restricted. (Also see the discussion of financing risks
above.)

PG&E Corporation could be required to contribute capital to the Utility or be denied distributions from the Utility to the
extent required by the CPUC’s determination of the Utility’s financial condition.

The CPUC imposed certain conditions when it approved the original formation of a holding company for the
Utility, including an obligation by PG&E Corporation’s Board of Directors to give ‘‘first priority’’ to the capital
requirements of the Utility, as determined to be necessary and prudent to meet the Utility’s obligation to serve or to
operate the Utility in a prudent and efficient manner. The CPUC later issued decisions adopting an expansive
interpretation of PG&E Corporation’s obligations under this condition, including the requirement that PG&E
Corporation ‘‘infuse the Utility with all types of capital necessary for the Utility to fulfill its obligation to serve.’’ The
Utility’s financial condition will be affected by the amount of costs the Utility incurs that it does not recover through
rates (whether such non-recovery is because actual costs exceed authorized or forecast costs, the Utility did not seek
authorization to recover certain costs, or the CPUC prohibited the Utility from recovering certain costs), the amount
of third-party losses it is unable to recover through insurance, and the amount of penalties the Utility incurs in
connection with the pending investigations and future citations for self-reported violations. After considering these
impacts, the CPUC’s interpretation of PG&E Corporation’s obligation under the first priority condition could require
PG&E Corporation to infuse the Utility with significant capital in the future or could prevent distributions from the
Utility to PG&E Corporation, or both, any of which could materially restrict PG&E Corporation’s ability to pay
principal and interest on its outstanding debt or pay its common stock dividend, meet other obligations, or execute
its business strategy. Further, laws or regulations could be enacted or adopted in the future that could impose
additional financial or other restrictions or requirements pertaining to transactions between a holding company and
its regulated subsidiaries.

43



PG&E Corporation

CONSOLIDATED STATEMENTS OF INCOME

(in millions, except per share amounts)

Year ended December 31,
2013 2012 2011

Operating Revenues
Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,494 $ 12,019 $ 11,606
Natural gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,104 3,021 3,350

Total operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,598 15,040 14,956

Operating Expenses
Cost of electricity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,016 4,162 4,016
Cost of natural gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 968 861 1,317
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,775 6,052 5,466
Depreciation, amortization, and decommissioning . . . . . . . . . . . . . . . 2,077 2,272 2,215

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,836 13,347 13,014

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,762 1,693 1,942
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 7 7
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (715) (703) (700)
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 70 49

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,096 1,067 1,298
Income tax provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 268 237 440

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 828 830 858
Preferred stock dividend requirement of subsidiary . . . . . . . . . . . . . 14 14 14

Income Available for Common Shareholders . . . . . . . . . . . . . . . . . . . . $ 814 $ 816 $ 844

Weighted Average Common Shares Outstanding, Basic . . . . . . . . . . . . 444 424 401

Weighted Average Common Shares Outstanding, Diluted . . . . . . . . . . . 445 425 402

Net Earnings Per Common Share, Basic . . . . . . . . . . . . . . . . . . . . . . . $ 1.83 $ 1.92 $ 2.10

Net Earnings Per Common Share, Diluted . . . . . . . . . . . . . . . . . . . . . $ 1.83 $ 1.92 $ 2.10

See accompanying Notes to the Consolidated Financial Statements.
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PG&E Corporation

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,
2013 2012 2011(in millions)

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 828 $ 830 $ 858

Other Comprehensive Income
Pension and other postretirement benefit plans obligations (net of

taxes of $80, $72, and $9, at respective dates) . . . . . . . . . . . . . . . . 113 108 (11)
Gain on investments (net of taxes of $26, $3, and $0, at respective

dates) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38 4 —

Total other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . 151 112 (11)

Comprehensive Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 979 942 847
Preferred stock dividend requirement of subsidiary . . . . . . . . . . . . . 14 14 14

Comprehensive Income Attributable to Common Shareholders . . . . . . . $ 965 $ 928 $ 833

See accompanying Notes to the Consolidated Financial Statements.
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PG&E Corporation

CONSOLIDATED BALANCE SHEETS

(in millions)

Balance at
December 31,

2013 2012

ASSETS
Current Assets

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 296 $ 401
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 301 330
Accounts receivable

Customers (net of allowance for doubtful accounts of $80 and $87 at
December 31, 2013 and 2012, respectively) . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,091 937

Accrued unbilled revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 766 761
Regulatory balancing accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,124 936
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 312 365

Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 448 564
Inventories

Gas stored underground and fuel oil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137 135
Materials and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 317 309

Income taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 574 211
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 611 172

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,977 5,121

Property, Plant, and Equipment
Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,881 39,701
Gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,379 12,571
Construction work in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,834 1,894
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 1

Total property, plant, and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,096 54,167
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,844) (16,644)

Net property, plant, and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,252 37,523

Other Noncurrent Assets
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,913 6,809
Nuclear decommissioning trusts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,342 2,161
Income taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85 176
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,036 659

Total other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,376 9,805

TOTAL ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,605 $ 52,449

See accompanying Notes to the Consolidated Financial Statements.
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PG&E Corporation

CONSOLIDATED BALANCE SHEETS

(in millions, except share amounts)

Balance at
December 31,

2013 2012

LIABILITIES AND EQUITY
Current Liabilities

Short-term borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,174 $ 492
Long-term debt, classified as current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 889 400
Accounts payable

Trade creditors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,293 1,241
Disputed claims and customer refunds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154 157
Regulatory balancing accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,008 634
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 471 444

Interest payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 892 870
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,612 2,018

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,493 6,256

Noncurrent Liabilities
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,717 12,517
Regulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,660 5,088
Pension and other postretirement benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,601 3,575
Asset retirement obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,539 2,919
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,823 6,748
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,178 2,020

Total noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,518 32,867

Commitments and Contingencies (Note 14)
Equity

Shareholders’ Equity
Preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —
Common stock, no par value, authorized 800,000,000 shares, 456,670,424 shares

outstanding at December 31, 2013 and 430,718,293 shares outstanding at
December 31, 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,550 8,428

Reinvested earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,742 4,747
Accumulated other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . 50 (101)

Total shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,342 13,074
Noncontrolling Interest—Preferred Stock of Subsidiary . . . . . . . . . . . . . . . . . . . . 252 252

Total equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,594 13,326

TOTAL LIABILITIES AND EQUITY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,605 $ 52,449

See accompanying Notes to the Consolidated Financial Statements.
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PG&E Corporation

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

Year ended December 31,

2013 2012 2011

Cash Flows from Operating Activities
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 828 $ 830 $ 858
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation, amortization, and decommissioning . . . . . . . . . . . . . . . . . . . . . . . . . 2,077 2,272 2,215
Allowance for equity funds used during construction . . . . . . . . . . . . . . . . . . . . . . . (101) (107) (87)
Deferred income taxes and tax credits, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,075 648 544
PSEP disallowed capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196 353 —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 355 290 326
Effect of changes in operating assets and liabilities:

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (152) (40) (288)
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10) (24) (63)
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113 (4) 65
Income taxes receivable/payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (363) (132) (103)
Other current assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (469) 262 23
Regulatory assets, liabilities, and balancing accounts, net . . . . . . . . . . . . . . . . . . (202) 291 (100)
Other noncurrent assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80 243 349

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,427 4,882 3,739

Cash Flows from Investing Activities
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,207) (4,624) (4,038)
Decrease in restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 50 200
Proceeds from sales and maturities of nuclear decommissioning trust investments . . . . . 1,619 1,133 1,928
Purchases of nuclear decommissioning trust investments . . . . . . . . . . . . . . . . . . . . . . (1,604) (1,189) (1,963)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 104 (113)

Net cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,107) (4,526) (3,986)

Cash Flows from Financing Activities
Borrowings under revolving credit facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140 120 358
Repayments under revolving credit facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (358)
Net issuances (repayments) of commercial paper, net of discount of $2, $3, and $4 at

respective dates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 542 (1,021) 782
Proceeds from issuance of short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 250
Proceeds from issuance of long-term debt, net of premium, discount, and issuance costs

of $18, $13, and $8 at respective dates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,532 1,137 792
Short-term debt matured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (250) (250)
Long-term debt matured or repurchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (861) (50) (700)
Energy recovery bonds matured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (423) (404)
Common stock issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,045 751 662
Common stock dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (782) (746) (704)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (41) 14 41

Net cash provided by (used in) financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,575 (468) 469

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (105) (112) 222
Cash and cash equivalents at January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 401 513 291

Cash and cash equivalents at December 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 296 $ 401 $ 513

Supplemental disclosures of cash flow information
Cash received (paid) for:

Interest, net of amounts capitalized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (623) $ (594) $ (647)
Income taxes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (41) 114 (42)

Supplemental disclosures of noncash investing and financing activities
Common stock dividends declared but not yet paid . . . . . . . . . . . . . . . . . . . . . . . . . $ 208 $ 196 $ 188
Capital expenditures financed through accounts payable . . . . . . . . . . . . . . . . . . . . . . 322 362 308
Noncash common stock issuances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 22 24
Terminated capital leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 136 —

See accompanying Notes to the Consolidated Financial Statements.
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PG&E Corporation

CONSOLIDATED 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

Balance at December 31,
2010 . . . . . . . . . . . . . . 395,227,205 $ 6,878 $ 4,606 $ (202) $ 11,282 $ 252 $ 11,534

Net income . . . . . . . . . . . — — 858 — 858 — 858
Other comprehensive loss . . — — — (11) (11) — (11)
Common stock issued, net . 17,029,877 686 — — 686 — 686
Stock-based compensation

amortization . . . . . . . . — 37 — — 37 — 37
Common stock dividends

declared . . . . . . . . . . . — — (738) — (738) — (738)
Tax benefit from employee

stock plans . . . . . . . . . — 1 — — 1 — 1
Preferred stock dividend

requirement of subsidiary — — (14) — (14) — (14)

Balance at December 31,
2011 . . . . . . . . . . . . . . 412,257,082 7,602 4,712 (213) 12,101 252 12,353

Net income . . . . . . . . . . . — — 830 — 830 — 830
Other comprehensive

income . . . . . . . . . . . . — — — 112 112 — 112
Common stock issued, net . 18,461,211 773 — — 773 — 773
Stock-based compensation

amortization . . . . . . . . — 52 — — 52 — 52
Common stock dividends

declared . . . . . . . . . . . — — (781) — (781) — (781)
Tax benefit from employee

stock plans . . . . . . . . . — 1 — — 1 — 1
Preferred stock dividend

requirement of subsidiary — — (14) — (14) — (14)

Balance at December 31,
2012 . . . . . . . . . . . . . . 430,718,293 $ 8,428 $ 4,747 $ (101) $ 13,074 $ 252 $ 13,326

Net income . . . . . . . . . . . — — 828 — 828 — 828
Other comprehensive

income . . . . . . . . . . . . — — — 151 151 — 151
Common stock issued, net . 25,952,131 1,067 — — 1,067 — 1,067
Stock-based compensation

amortization . . . . . . . . — 56 — — 56 — 56
Common stock dividends

declared . . . . . . . . . . . — — (819) — (819) — (819)
Tax expense from employee

stock plans . . . . . . . . . — (1) — — (1) — (1)
Preferred stock dividend

requirement of subsidiary — — (14) — (14) — (14)

Balance at December 31,
2013 . . . . . . . . . . . . . . 456,670,424 $ 9,550 $ 4,742 $ 50 $ 14,342 $ 252 $ 14,594

See accompanying Notes to the Consolidated Financial Statements.
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Pacific Gas and Electric Company

CONSOLIDATED STATEMENTS OF INCOME

(in millions)

Year ended December 31,
2013 2012 2011

Operating Revenues
Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,489 $ 12,014 $ 11,601
Natural gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,104 3,021 3,350

Total operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,593 15,035 14,951

Operating Expenses
Cost of electricity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,016 4,162 4,016
Cost of natural gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 968 861 1,317
Operating and maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,742 6,045 5,459
Depreciation, amortization, and decommissioning . . . . . . . . . . . . . . . 2,077 2,272 2,215

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,803 13,340 13,007

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,790 1,695 1,944
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 6 5
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (690) (680) (677)
Other income, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84 88 53

Income Before Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,192 1,109 1,325
Income tax provision . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 326 298 480

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 866 811 845
Preferred stock dividend requirement . . . . . . . . . . . . . . . . . . . . . . . 14 14 14

Income Available for Common Stock . . . . . . . . . . . . . . . . . . . . . . . . . $ 852 $ 797 $ 831

See accompanying Notes to the Consolidated Financial Statements.
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Pacific Gas and Electric Company

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,
2013 2012 2011(in millions)

Net Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 866 $ 811 $ 845

Other Comprehensive Income
Pension and other postretirement benefit plans obligations (net of

taxes of $75, $73, and $4, at respective dates) . . . . . . . . . . . . . . . . 106 109 (7)

Total other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . 106 109 (7)

Comprehensive Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 972 $ 920 $ 838

See accompanying Notes to the Consolidated Financial Statements.
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Pacific Gas and Electric Company

CONSOLIDATED BALANCE SHEETS

(in millions)

Balance at December 31,
2013 2012

ASSETS
Current Assets

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 65 $ 194
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 301 330
Accounts receivable

Customers (net of allowance for doubtful accounts of $80 and $87 at
December 31, 2013 and 2012, respectively) . . . . . . . . . . . . . . . . . . . . . . . . . . 1,091 937

Accrued unbilled revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 766 761
Regulatory balancing accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,124 936
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 313 366

Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 448 564
Inventories

Gas stored underground and fuel oil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137 135
Materials and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 317 309

Income taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 563 186
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 523 160

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,648 4,878

Property, Plant, and Equipment
Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,881 39,701
Gas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,379 12,571
Construction work in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,834 1,894

Total property, plant, and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,094 54,166
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,843) (16,643)

Net property, plant, and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,251 37,523

Other Noncurrent Assets
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,913 6,809
Nuclear decommissioning trusts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,342 2,161
Income taxes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81 171
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 814 381

Total other noncurrent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,150 9,522

TOTAL ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,049 $ 51,923

See accompanying Notes to the Consolidated Financial Statements.
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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

Short-term borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 914 $ 372
Long-term debt, classified as current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 539 400
Accounts payable

Trade creditors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,293 1,241
Disputed claims and customer refunds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154 157
Regulatory balancing accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,008 634
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 432 419

Interest payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 887 865
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,382 1,806

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,609 5,894

Noncurrent Liabilities
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,717 12,167
Regulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,660 5,088
Pension and other postretirement benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,530 3,497
Asset retirement obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,539 2,919
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,042 6,939
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,111 1,959

Total noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,599 32,569

Commitments and Contingencies (Note 14)
Shareholders’ Equity

Preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 258 258
Common stock, $5 par value, authorized 800,000,000 shares, 264,374,809 shares

outstanding at December 31, 2013 and 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,322 1,322
Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,821 4,682
Reinvested earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,427 7,291
Accumulated other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . 13 (93)

Total shareholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,841 13,460

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY . . . . . . . . . . . . . . . . . . . . . . $ 55,049 $ 51,923

See accompanying Notes to the Consolidated Financial Statements.
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Pacific Gas and Electric Company

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

Year ended December 31,
2013 2012 2011

Cash Flows from Operating Activities
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 866 $ 811 $ 845
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation, amortization, and decommissioning . . . . . . . . . . . . . . . . . . . . . . 2,077 2,272 2,215
Allowance for equity funds used during construction . . . . . . . . . . . . . . . . . . . (101) (107) (87)
Deferred income taxes and tax credits, net . . . . . . . . . . . . . . . . . . . . . . . . . . 1,103 684 582
PSEP disallowed capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196 353 —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299 236 289
Effect of changes in operating assets and liabilities:

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (152) (40) (227)
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10) (24) (63)
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99 (26) 51
Income taxes receivable/payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (377) (50) (192)
Other current assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (404) 272 36
Regulatory assets, liabilities, and balancing accounts, net . . . . . . . . . . . . . . . (202) 291 (100)
Other noncurrent assets and liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22 256 414

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,416 4,928 3,763

Cash Flows from Investing Activities
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,207) (4,624) (4,038)
Decrease in restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 50 200
Proceeds from sales and maturities of nuclear decommissioning trust investments . 1,619 1,133 1,928
Purchases of nuclear decommissioning trust investments . . . . . . . . . . . . . . . . . . (1,604) (1,189) (1,963)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 16 14

Net cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,142) (4,614) (3,859)

Cash Flows from Financing Activities
Borrowings under revolving credit facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 208
Repayments under revolving credit facilities . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (208)
Net issuances (repayments) of commercial paper, net of discount of $2, $3, and

$4 at respective dates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 542 (1,021) 782
Proceeds from issuance of short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 250
Proceeds from issuance of long-term debt, net of premium, discount, and issuance

costs of $18, $13, and $8 at respective dates . . . . . . . . . . . . . . . . . . . . . . . . . 1,532 1,137 792
Short-term debt matured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (250) (250)
Long-term debt matured or repurchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (861) (50) (700)
Energy recovery bonds matured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (423) (404)
Preferred stock dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14) (14) (14)
Common stock dividends paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (716) (716) (716)
Equity contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,140 885 555
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (26) 28 54

Net cash provided by (used in) financing activities . . . . . . . . . . . . . . . . . . . . . . . . 1,597 (424) 349

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (129) (110) 253
Cash and cash equivalents at January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 194 304 51

Cash and cash equivalents at December 31 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 65 $ 194 $ 304

Supplemental disclosures of cash flow information
Cash received (paid) for:

Interest, net of amounts capitalized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (600) $ (574) $ (627)
Income taxes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (62) 174 (50)

Supplemental disclosures of noncash investing and financing activities
Capital expenditures financed through accounts payable . . . . . . . . . . . . . . . . . . . $ 322 $ 362 $ 308
Terminated capital leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 136 —

See accompanying Notes to the Consolidated Financial Statements.
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Pacific Gas and Electric Company

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(in millions)

Accumulated
Additional Other Total

Preferred Common Paid-in Reinvested Comprehensive Shareholders’
Stock Stock Capital Earnings Income (Loss) Equity

Balance at December 31, 2010 . . . $ 258 $ 1,322 $ 3,241 $ 7,095 $ (195) $ 11,721
Net income . . . . . . . . . . . . . . . — — — 845 — 845
Other comprehensive loss . . . . . . — — — — (7) (7)
Equity contribution . . . . . . . . . . — — 555 — — 555
Common stock dividend . . . . . . . — — — (716) — (716)
Preferred stock dividend . . . . . . . — — — (14) — (14)

Balance at December 31, 2011 . . . 258 1,322 3,796 7,210 (202) 12,384
Net income . . . . . . . . . . . . . . . — — — 811 — 811
Other comprehensive income . . . . — — — — 109 109
Equity contribution . . . . . . . . . . — — 885 — — 885
Tax benefit from employee stock

plans . . . . . . . . . . . . . . . . . — — 1 — — 1
Common stock dividend . . . . . . . — — — (716) — (716)
Preferred stock dividend . . . . . . . — — — (14) — (14)

Balance at December 31, 2012 . . . 258 1,322 4,682 7,291 (93) 13,460
Net income . . . . . . . . . . . . . . . — — — 866 — 866
Other comprehensive income . . . . — — — — 106 106
Equity contribution . . . . . . . . . . — — 1,140 — — 1,140
Tax expense from employee stock

plans . . . . . . . . . . . . . . . . . — — (1) — — (1)
Common stock dividend . . . . . . . — — — (716) — (716)
Preferred stock dividend . . . . . . . — — — (14) — (14)

Balance at December 31, 2013 . . . $ 258 $ 1,322 $ 5,821 $ 7,427 $ 13 $ 14,841

See accompanying Notes to the Consolidated Financial Statements.
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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 primary operating subsidiary is Pacific Gas and Electric
Company, a public utility operating in northern and central California. The Utility generates revenues mainly through
the sale and delivery of electricity and natural gas to customers. The Utility is primarily regulated by the CPUC and
the FERC. In addition, the NRC oversees the licensing, construction, operation, and decommissioning of the Utility’s
nuclear generation facilities.

This is a combined annual report of PG&E Corporation and the Utility. PG&E Corporation’s Consolidated
Financial Statements include the accounts of PG&E Corporation, the Utility, and other wholly owned and controlled
subsidiaries. The Utility’s Consolidated Financial Statements include the accounts of the Utility and its wholly owned
and controlled subsidiaries. All intercompany transactions have been eliminated from the Consolidated Financial
Statements. The Notes to the Consolidated Financial Statements apply to both PG&E Corporation and the Utility.
PG&E Corporation and the Utility operate in one segment.

The accompanying Consolidated Financial Statements have been prepared in accordance with GAAP and the
instructions to Form 10-K and Regulation S-X promulgated by the SEC. The preparation of financial statements in
conformity with GAAP requires management to make estimates and assumptions based on a wide range of factors,
including future regulatory decisions and economic conditions, that are difficult to predict. Some of the more critical
estimates and assumptions relate to the Utility’s regulatory assets and liabilities, legal and regulatory contingencies,
environmental remediation liabilities, asset retirement obligations, and pension and other postretirement benefit
plans obligations. Management believes that its estimates and assumptions reflected in the Consolidated Financial
Statements are appropriate and reasonable. Actual results could differ materially from those estimates.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Regulation and Regulated Operations

As a regulated entity, the Utility collects rates from customers to recover ‘‘revenue requirements’’ that have
been authorized by the CPUC or the FERC based on the Utility’s costs of service. The Utility’s ability to recover a
significant portion of its authorized revenue requirements through rates is independent, or ‘‘decoupled,’’ from the
volume of the Utility’s electricity and natural gas sales. The Utility records assets and liabilities that result from the
regulated ratemaking process that would not be recorded under GAAP for nonregulated entities. The Utility
capitalizes and records, as regulatory assets, costs that would otherwise be charged to expense if it is probable that
the incurred costs will be recovered in future rates. Regulatory assets are amortized over the future periods in which
the costs are recovered. If costs expected to be incurred in the future are currently being recovered through rates,
the Utility records those expected future costs as regulatory liabilities. Amounts that are probable of being credited
or refunded to customers in the future are also recorded as regulatory liabilities.

The Utility also records a regulatory balancing account asset or liability for differences between actual customer
billings and authorized revenue requirements that are probable of recovery or refund. These differences do not have
an impact on net income. The Utility also records differences between incurred costs and customer billings or
authorized revenue meant to recover those costs. To the extent these differences are probable of recovery or refund,
the Utility records a regulatory balancing account asset or liability, respectively, and the differences do not have an
impact on net income. See ‘‘Revenue Recognition’’ below.

To the extent that portions of the Utility’s operations cease to be subject to cost-of-service rate regulation, or
recovery is no longer probable as a result of changes in regulation or other reasons, the related regulatory assets and
liabilities are written off.

Management continues to believe the use of regulatory accounting is applicable and that all regulatory assets
and liabilities are recoverable or refundable.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term, highly liquid investments with original maturities of
three months or less. Cash equivalents are stated at fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Restricted Cash

Restricted cash consists primarily of the Utility’s cash held in escrow pending the resolution of the remaining
disputed claims made by electricity suppliers in the Utility’s proceeding under Chapter 11 of the U.S. Bankruptcy
Code. (See Note 12 below.)

Allowance for Doubtful Accounts Receivable

Accounts receivable are primarily composed of trade receivables and unbilled revenue. PG&E Corporation and
the Utility recognize an allowance for doubtful accounts to record accounts receivable at estimated net realizable
value. The allowance is determined based upon a variety of factors, including historical write-off experience, aging of
receivables, current economic conditions, and assessment of customer collectability.

Inventories

Inventories are carried at weighted-average cost and include natural gas stored underground as well as materials
and supplies. Natural gas stored underground represents gas that is recorded to inventory when purchased and then
expensed as the gas is withdrawn for distribution to customers or to be used as fuel for electric generation. Materials
and supplies are recorded to inventory when purchased and then expensed or capitalized to plant, as appropriate,
when consumed or installed.

The Utility also purchases greenhouse gas emission allowances that are recorded as inventory. They are carried
at weighted average cost and included in Other Noncurrent Assets—Other in the Consolidated Balance Sheets. The
costs of the greenhouse gas emissions are expensed and recoverable through rates.

Property, Plant, and Equipment

Property, plant, and equipment are reported at the lower of their historical cost less accumulated depreciation or
fair value. Historical costs include labor and materials, construction overhead, and AFUDC. (See ‘‘AFUDC’’ below.)
The Utility’s total estimated useful lives and balances of its property, plant, and equipment were as follows:

Balance at December 31,Estimated Useful
Lives (years) 2013 2012(in millions, except estimated useful lives)

Electricity generating facilities(1) . . . . . . . . . . . . 20 to 100 $ 9,116 $ 8,253
Electricity distribution facilities . . . . . . . . . . . . . 10 to 55 25,333 23,767
Electricity transmission . . . . . . . . . . . . . . . . . . . 10 to 70 8,429 7,681
Natural gas distribution facilities . . . . . . . . . . . . 20 to 53 9,117 8,257
Natural gas transportation and storage . . . . . . . 5 to 65 5,265 4,314
Construction work in progress . . . . . . . . . . . . . . 1,834 1,894

Total property, plant, and equipment . . . . . . . . . 59,094 54,166

Accumulated depreciation . . . . . . . . . . . . . . . . . (17,843) (16,643)

Net property, plant, and equipment . . . . . . . . . . $ 41,251 $ 37,523

(1) Balance includes nuclear fuel inventories. Stored nuclear fuel inventory is stated at weighted average cost. Nuclear fuel in the
reactor is expensed as it is used based on the amount of energy output. (See Note 14 below.)

The Utility depreciates property, plant, and equipment using the composite, or group, method of depreciation,
in which a single depreciation rate is applied to the gross investment balance in a particular class of property. This
method approximates the straight line method of depreciation over the useful lives of property, plant, and
equipment. The Utility’s composite depreciation rates were 3.51% in 2013, 3.63% in 2012, and 3.67% in 2011. The
useful lives of the Utility’s property, plant, and equipment are authorized by the CPUC and the FERC, and the
depreciation expense is recovered through rates charged to customers. Depreciation expense includes a component
for the original cost of assets and a component for estimated cost of future removal, net of any salvage value at
retirement. Upon retirement, the original cost of the retired assets, net of salvage value, is charged against
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

accumulated depreciation. The cost of repairs and maintenance, including planned major maintenance activities and
minor replacements of property, is charged to operating and maintenance expense as incurred.

AFUDC

AFUDC represents the estimated costs of debt (i.e., interest) and equity funds used to finance regulated plant
additions and is capitalized as part of the cost of construction. AFUDC is recoverable from customers through rates
over the life of the related property once the property is placed in service. AFUDC related to the cost of debt is
recorded as a reduction to interest expense. AFUDC related to the cost of equity is recorded in other income. The
Utility recorded AFUDC related to debt and equity, respectively, of $47 million and $101 million during 2013,
$49 million and $107 million during 2012, and $40 million and $87 million during 2011.

Asset Retirement Obligations

PG&E Corporation and the Utility record an ARO at discounted fair value in the period in which the obligation
is incurred if the discounted fair value can be reasonably estimated. In the same period, the associated asset
retirement costs are capitalized as part of the carrying amount of the related long-lived asset. In each subsequent
period, the ARO is accreted to its present value. PG&E Corporation and the Utility also record an ARO if a legal
obligation to perform an asset removal exists and can be reasonably estimated, but performance is conditional upon
a future event. The Utility recognizes timing differences between the recognition of costs and the costs recovered
through the ratemaking process as regulatory assets or liabilities. (See Note 3 below.) The Utility has an ARO
primarily for its nuclear generation facilities, certain fossil fuel-fired generation facilities, and gas transmission system
assets.

For the year ended December 31, 2013, the Utility recorded an increase of $596 million to its ARO. The
increase primarily reflects a higher expected cost per unit of transmission pipeline replacements.

Detailed studies of the cost to decommission the Utility’s nuclear generation facilities are conducted every three
years in conjunction with the Nuclear Decommissioning Cost Triennial Proceeding conducted by the CPUC. In
December 2012, the Utility submitted its updated decommissioning cost estimate with the CPUC. The estimated
undiscounted cost to decommission the Utility’s nuclear power plants increased by $1.4 billion in 2012 due to higher
spent nuclear fuel disposal costs and an increase in the scope of work. A significant portion of the increase in
decommissioning cost estimates is due to the need to develop on-site storage for spent nuclear fuel because the
federal government has failed to meet its obligation to develop a permanent repository for the disposal of nuclear
waste from nuclear facilities in the United States. The Utility expects that it will recover its future on-site storage
costs from the federal government. Recovered amounts will be refunded to customers through rates.

The estimated undiscounted nuclear decommissioning cost for the Utility’s nuclear generation facilities was
approximately $3.5 billion at December 31, 2013 and 2012, as filed in the 2012 triennial proceeding. In future dollars,
the estimated nuclear decommissioning cost is approximately $6.1 billion at December 31, 2013 and 2012. These
estimates are based on the 2012 decommissioning cost studies and are prepared in accordance with CPUC
requirements. The estimated nuclear decommissioning cost in future dollars is discounted for GAAP purposes and
recognized as an ARO on the Consolidated Balance Sheets. The total nuclear decommissioning obligation accrued in
accordance with GAAP was $2.5 billion at December 31, 2013 and 2012.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A reconciliation of the changes in the ARO liability is as follows:

(in millions)
ARO liability at December 31, 2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,609
Revision in estimated cash flows . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,301
Accretion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101
Liabilities settled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (92)

ARO liability at December 31, 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,919

Revision in estimated cash flows . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 596
Accretion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 130
Liabilities settled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (107)

ARO liability at December 31, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,538

The Utility has identified the following AROs for which a reasonable estimate of fair value could not be made.
As a result, the Utility has not recorded a liability related to these AROs:

• Restoration of land to its pre-use condition under the terms of certain land rights agreements. Land rights will be
maintained for the foreseeable future, and therefore, the Utility cannot reasonably estimate the settlement
date(s) or range of settlement dates for the obligations associated with these assets;

• Removal and proper disposal of lead-based paint contained in some Utility facilities. The Utility does not have
information available that specifies which facilities contain lead-based paint and, therefore, cannot reasonably
estimate the settlement date(s) associated with the obligations; and

• Removal of certain communications equipment from leased property, and retirement activities associated with
substation and certain hydroelectric facilities. The Utility will maintain and continue to operate its hydroelectric
facilities until the operation of a facility becomes uneconomical. The operation of the majority of the Utility’s
hydroelectric facilities is currently, and for the foreseeable future, expected to be economically beneficial.
Therefore, the settlement date(s) cannot be reasonably estimated at this time.

Disallowance of Plant Costs

PG&E Corporation and the Utility record a charge when it is both probable that costs incurred or projected to
be incurred for recently completed plant will not be recoverable through rates charged to customers and the amount
of disallowance can be reasonably estimated. During 2013 and 2012, the Utility recorded charges of $196 million and
$353 million, respectively, for PSEP capital costs that are expected to exceed the CPUC’s authorized levels or that
are specifically disallowed. (See ‘‘Natural Gas Matters’’ in Note 14 below). No material disallowance losses were
recorded in 2011.

Gains and Losses on Debt Extinguishments

Deferred gains and losses on debt extinguishments are recorded to current assets—regulatory assets and other
noncurrent assets—regulatory assets in the Consolidated Balance Sheets. Gains and losses on debt extinguishments
associated with regulated operations are deferred and amortized over a period consistent with the recovery of costs
through regulated rates. PG&E Corporation and the Utility recorded unamortized loss on debt extinguishments, net
of gain, of $157 million, $163 million, and $186 million at December 31, 2013, 2012, and 2011, respectively. The
amortization expense related to this loss was $23 million in both 2013 and 2012, and $18 million in 2011.

Revenue Recognition

The Utility recognizes revenues as electricity and natural gas services are delivered, and includes amounts for
services rendered but not yet billed at the end of the period.

The CPUC authorizes most of the Utility’s revenues in the Utility’s GRC and its GT&S rate cases, which
generally occur every three years. In general, the Utility’s ability to recover revenue requirements authorized by the
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CPUC in these rates cases is independent, or ‘‘decoupled’’ from the volume of the Utility’s sales of electricity and
natural gas services. The Utility recognizes revenues once they have been authorized for rate recovery, amounts are
objectively determinable and probable of recovery, and amounts are expected to be collected within 24 months.
Generally, the revenue is recognized ratably over the year.

The CPUC also has authorized the Utility to collect additional revenue requirements to recover costs that the
Utility has been authorized to pass on to customers, including costs to purchase electricity and natural gas; and to
fund public purpose, demand response, and customer energy efficiency programs. Generally, the revenue recognition
criteria for pass-through costs billed to customers are met at the time the costs are incurred.

The FERC authorizes the Utility’s revenue requirements in periodic (often annual) TO rate cases. The Utility’s
ability to recover revenue requirements authorized by the FERC is dependent on the volume of the Utility’s
electricity sales, and revenue is recognized only for amounts billed and unbilled.

The Utility’s revenues and net income can be affected by incentive ratemaking mechanisms that adjust rates
depending on the extent to which the Utility meets certain performance criteria.

Income Taxes

PG&E Corporation and the Utility use the liability method of accounting for income taxes. The income tax
provision includes current and deferred income taxes resulting from operations during the year. PG&E Corporation
and the Utility estimate current period tax expense in addition to calculating deferred tax assets and liabilities.
Deferred tax assets and liabilities result from temporary tax and accounting timing differences, such as those arising
from depreciation expense. (See Note 8 below.)

PG&E Corporation and the Utility recognize a tax benefit if it is more likely than not that a tax position taken
or expected to be taken in a tax return will be sustained upon examination by taxing authorities based on the merits
of the position. The tax benefit recognized in the financial statements is measured based on the largest amount of
benefit that is greater than 50% likely of being realized upon settlement. As such, the difference between a tax
position taken or expected to be taken in a tax return in future periods and the benefit recognized and measured
pursuant to this guidance represents an unrecognized tax benefit.

Investment tax credits are deferred and amortized to income over time. The Utility amortizes its investment tax
credits over the life of the related property in accordance with regulatory treatment. PG&E Corporation amortizes
its investment tax credits over the projected investment recovery period.

PG&E Corporation files a consolidated U.S. federal income tax return that includes the Utility and domestic
subsidiaries in which its ownership is 80% or more. PG&E Corporation files a combined state income tax return in
California. PG&E Corporation and the Utility are parties to a tax-sharing agreement under which the Utility
determines its income tax provision (benefit) on a stand-alone basis.

Nuclear Decommissioning Trusts

The Utility’s nuclear generation facilities consist of two units at Diablo Canyon and the retired facility at
Humboldt Bay. Nuclear decommissioning requires the safe removal of a nuclear generation facility from service and
the reduction of residual radioactivity to a level that permits termination of the NRC license and release of the
property for unrestricted use. The Utility’s nuclear decommissioning costs are recovered from customers through
rates and are held in trusts until authorized for release by the CPUC.

The Utility classifies its investments held in the nuclear decommissioning trusts as ‘‘available-for-sale.’’ Since the
Utility’s nuclear decommissioning trust assets are managed by external investment managers, the Utility does not
have the ability to sell its investments at its discretion. Therefore, all unrealized losses are considered
other-than-temporary impairments. Gains or losses on the nuclear decommissioning trust investments are refundable
or recoverable, respectively, from customers through rates. Therefore, trust earnings are deferred and included in the
regulatory liability for recoveries in excess of the ARO. There is no impact on the Utility’s earnings or accumulated
other comprehensive income. The cost of debt and equity securities sold by the trust is determined by specific
identification.
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Variable Interest Entities

A VIE is an entity that does not have sufficient equity at risk to finance its activities without additional
subordinated financial support from other parties, or whose equity investors lack any characteristics of a controlling
financial interest. An enterprise that has a controlling financial interest in a VIE is known as the VIE’s primary
beneficiary and is required to consolidate the VIE. In determining whether consolidation of a particular entity is
required, PG&E Corporation and the Utility first evaluate whether the entity is a VIE. If the entity is a VIE, PG&E
Corporation and the Utility use a qualitative approach to determine if either is the primary beneficiary of the VIE.

Some of the counterparties to the Utility’s power purchase agreements are considered VIEs. Each of these VIEs
was designed to own a power plant that would generate electricity for sale to the Utility. To determine whether the
Utility was the primary beneficiary of any of these VIEs at December 31, 2013, it assessed whether it absorbs any of
the VIE’s expected losses or receives any portion of the VIE’s expected residual returns under the terms of the
power purchase agreement, analyzed the variability in the VIE’s gross margin, and considered whether it had any
decision-making rights associated with the activities that are most significant to the VIE’s performance, such as
dispatch rights and operating and maintenance activities. The Utility’s financial exposure is limited to the amount the
Utility pays for delivered electricity and capacity. The Utility did not have any decision-making rights associated with
any of the activities that are most significant to the economic performance of any of these VIEs. Since the Utility
was not the primary beneficiary of any of these VIEs at December 31, 2013, it did not consolidate any of them.

PG&E Corporation affiliates have entered into four tax equity agreements to fund residential and commercial
retail solar energy installations with four separate privately held funds that are considered VIEs. Under these
agreements, PG&E Corporation has made cumulative lease payments and investment contributions of $362 million
from 2010 to 2013 to these companies in exchange for the right to receive benefits from local rebates, federal grants,
and a share of the customer payments made to these companies. At December 31, 2013 and 2012, the carrying
amount of PG&E Corporation’s investment in these agreements was $98 million and $166 million, respectively.
PG&E Corporation has no material remaining commitment to fund these agreements. PG&E Corporation
determined that it does not have control over the companies’ significant economic activities, such as the design of the
companies, vendor selection, construction, and the ongoing operations of the companies. Since PG&E Corporation
was not the primary beneficiary of any of these VIEs at December 31, 2013, it did not consolidate any of them.

Other Accounting Policies

For other accounting policies impacting PG&E Corporation’s and the Utility’s consolidated financial statements,
see ‘‘Derivatives’’ in Note 9, ‘‘Fair Value Measurements’’ in Note 10, and ‘‘Contingencies’’ in Note 14 of the Notes to
the Consolidated Financial Statements.

Adoption of New Accounting Pronouncements

Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income

In February 2013, the Financial Accounting Standards Board issued an ASU that requires an entity to provide
information about the amounts reclassified out of accumulated other comprehensive income. The ASU became
effective for PG&E Corporation and the Utility on January 1, 2013.
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The changes, net of income tax, in PG&E Corporation’s accumulated other comprehensive income for the year
ended December 31, 2013 consisted of the following:

Pension Other Other
Benefits Benefits Investments Total(in millions)

Beginning balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (28) $ (77) $ 4 $ (101)

Other comprehensive income before reclassifications:
Unrecognized net actuarial loss (net of taxes of $804,

$35, and $0, respectively) . . . . . . . . . . . . . . . . . . . 1,169 45 — 1,214
Transfer to regulatory account (net of taxes of $790,

$22, and $0, respectively) . . . . . . . . . . . . . . . . . . . (1,150) 31 — (1,119)
Gain on investments (net of taxes of $0, $0, and $26,

respectively) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 38 38
Amounts reclassified from other comprehensive

income:(1)

Amortization of prior service cost (net of taxes of $8,
$10, and $0, respectively) . . . . . . . . . . . . . . . . . . . 12 13 — 25

Amortization of net actuarial loss (net of taxes of
$45, $3, and $0, respectively) . . . . . . . . . . . . . . . . . 66 3 — 69

Transfer to regulatory account (net of taxes of $54,
$0, and $0, respectively) . . . . . . . . . . . . . . . . . . . . (76) — — (76)

Net current period other comprehensive income . . . . . . 21 92 38 151

Ending balance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (7) $ 15 $ 42 $ 50

(1) These components are included in the computation of net periodic pension and other postretirement benefit costs. (See Note 11 below for
additional details.)

With the exception of other investments, there was no material difference between PG&E Corporation and the
Utility for the information disclosed above.

Disclosures about Offsetting Assets and Liabilities

In January 2013, the Financial Accounting Standards Board issued an ASU that clarifies the scope of disclosures
about offsetting assets and liabilities. The guidance requires an entity to disclose gross and net information about
derivatives that are offset in the balance sheet or subject to an enforceable master-netting arrangement or similar
agreement. The ASU became effective for PG&E Corporation and the Utility on January 1, 2013. (See Note 9
below.)
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Regulatory Assets

Long-term regulatory assets are composed of the following:

Balance at
December 31, Recovery

2013 2012 Period(in millions)
Pension benefits(1) . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,444 $ 3,275 N/A(4)

Deferred income taxes(1) . . . . . . . . . . . . . . . . . . . . . 1,835 1,627 1 - 45 years
Utility retained generation(2) . . . . . . . . . . . . . . . . . . 503 552 11 years
Environmental compliance costs(1) . . . . . . . . . . . . . . 628 604 32 years
Price risk management(1) . . . . . . . . . . . . . . . . . . . . . 106 210 9 years
Electromechanical meters(3) . . . . . . . . . . . . . . . . . . . 135 194 4 years
Unamortized loss, net of gain, on reacquired debt(1) . 135 141 13 years
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127 206 Various

Total long-term regulatory assets . . . . . . . . . . . . . . . $ 4,913 $ 6,809

(1) Represents the cumulative differences between amounts recognized for ratemaking purposes and amounts recognized in
accordance with GAAP and also includes amounts that otherwise would be recorded to accumulated other comprehensive loss in
the Consolidated Balance Sheets. (See Note 11 below.)

(2) In connection with the settlement agreement entered into among PG&E Corporation, the Utility, and the CPUC in 2003 to
resolve the Utility’s proceeding under Chapter 11, the CPUC authorized the Utility to recover $1.2 billion of costs related to the
Utility’s retained generation assets. The individual components of these regulatory assets are being amortized over the respective
lives of the underlying generation facilities, consistent with the period over which the related revenues are recognized.

(3) Represents the expected future recovery of the net book value of electromechanical meters that were replaced with SmartMeter�

devices.

(4) The Utility expects to continuously recover pension benefits.

In general, the Utility does not earn a return on regulatory assets if the related costs do not accrue interest.
Accordingly, the Utility earns a return only on its regulatory assets for retained generation, regulatory assets for
electromechanical meters, and regulatory assets for unamortized loss, net of gain, on reacquired debt.

Regulatory Liabilities

Long-term regulatory liabilities are composed of the following:

Balance at
December 31,

2013 2012(in millions)
Cost of removal obligations(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,844 $ 3,625
Recoveries in excess of AROs(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . 748 620
Public purpose programs(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 587 590
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 481 253

Total long-term regulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . $ 5,660 $ 5,088

(1) Represents the cumulative differences between asset removal costs recorded and amounts collected in rates for expected asset
removal costs.

(2) Represents the cumulative differences between ARO expenses and amounts collected in rates primarily for the decommissioning
of the Utility’s nuclear generation facilities. Decommissioning costs recovered through rates are primarily placed in nuclear
decommissioning trusts. This regulatory liability also represents the deferral of realized and unrealized gains and losses on the
nuclear decommissioning trust investments. (See Note 10 below.)

(3) Represents amounts received from customers designated for public purpose program costs expected to be incurred beyond the
next 12 months, primarily related to energy efficiency programs.
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Regulatory Balancing Accounts

The Utility’s recovery of a significant portion of revenue requirements and costs is decoupled from the volume
of sales. The Utility records (1) differences between the Utility’s authorized revenue requirement and actual
customer billings, and (2) differences between incurred costs and customer billings. To the extent these differences
are probable of recovery or refund over the next 12 months, the Utility records a current regulatory balancing
account receivable or payable. Regulatory balancing accounts that the Utility does not expect to collect or refund
over the next 12 months are included in other noncurrent assets—regulatory assets or noncurrent liabilities—
regulatory liabilities, respectively, in the Consolidated Balance Sheets.

The Utility sells and delivers electricity and natural gas, which includes procuring and generating electricity. The
Utility also administers public purpose programs, primarily related to customer energy efficiency programs. The
balancing accounts associated with these items will fluctuate during the year based on seasonal electric and gas usage
and the timing of when costs are incurred and customer revenues are collected.

Current regulatory balancing accounts receivable and payable are composed of the following:

Receivable
Balance at

December 31,
2013 2012(in millions)

Electric distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 102 $ 219
Utility generation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57 117
Gas distribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 44
Energy procurement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 410 193
Public purpose programs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 48
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 429 315

Total regulatory balancing accounts receivable . . . . . . . . . . . . . . . . $ 1,124 $ 936

Payable
Balance at

December 31,
2013 2012(in millions)

Energy procurement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 298 $ 116
Public purpose programs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 171 131
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 539 387

Total regulatory balancing accounts payable . . . . . . . . . . . . . . . . . . $ 1,008 $ 634
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Long-Term Debt

The following table summarizes PG&E Corporation’s and the Utility’s long-term debt:

December 31,
2013 2012(in millions)

PG&E Corporation
Senior notes, 5.75%, due 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . 350 350

Less: current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (350) —

Total senior notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 350

Total PG&E Corporation long-term debt . . . . . . . . . . . . . . . . . . . — 350

Utility
Senior notes:

6.25% due 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 400
4.80% due 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 539 1,000
5.625% due 2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 700 700
8.25% due 2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 800 800
3.50% due 2020 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 800 800
4.25% due 2021 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300 300
3.25% due 2021 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250 250
2.45% due 2022 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400 400
3.25% due 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375 —
3.85% due 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300 —
6.05% due 2034 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,000 3,000
5.80% due 2037 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 950 950
6.35% due 2038 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400 400
6.25% due 2039 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 550 550
5.40% due 2040 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 800 800
4.50% due 2041 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 250 250
4.45% due 2042 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400 400
3.75% due 2042 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 350 350
4.60% due 2043 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375 —
5.125% due 2043 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 500 —
Less: current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (539) (400)
Unamortized discount, net of premium . . . . . . . . . . . . . . . . . . (51) (51)

Total senior notes, net of current portion . . . . . . . . . . . . . . . 11,449 10,899

Pollution control bonds:
Series 1996 C, E, F, 1997 B, variable rates(1), due 2026(2) . . . . . . 614 614
Series 2004 A-D, 4.75%, due 2023(3) . . . . . . . . . . . . . . . . . . . . 345 345
Series 2009 A-D, variable rates(4), due 2016 and 2026(5) . . . . . . . 309 309

Total pollution control bonds . . . . . . . . . . . . . . . . . . . . . . . . 1,268 1,268

Total Utility long-term debt, net of current portion . . . . . . . . . . . 12,717 12,167

Total consolidated long-term debt, net of current portion . . . . . . . . . $ 12,717 $ 12,517

(1) At December 31, 2013, interest rates on these bonds and the related loans ranged from 0.01% to 0.04%.

(2) Each series of these bonds is supported by a separate letter of credit. In April 2013, the letters of credit were extended to
April 1, 2018. Although the stated maturity date is 2026, each series will remain outstanding only if the Utility extends or
replaces the letter of credit related to the series or otherwise obtains consent from the issuer to the continuation of the series
without a credit facility.
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(3) The Utility has obtained credit support from an insurance company for these bonds.

(4) At December 31, 2013, interest rates on these bonds and the related loans ranged from 0.01% to 0.02%.

(5) Each series of these bonds is supported by a separate direct-pay letter of credit. Series A and B letters of credit expire on
May 31, 2016. In October 2013, Series C and D letters of credit were extended to December 3, 2016 to coincide with the
maturity of the underlying bonds. Subject to certain requirements, the Utility may choose not to provide a credit facility without
issuer consent.

Pollution Control Bonds

The California Pollution Control Financing Authority and the California Infrastructure and Economic
Development Bank have issued various series of fixed rate and multi-modal tax-exempt pollution control bonds for
the benefit of the Utility. Substantially all of the net proceeds of the pollution control bonds were used to finance or
refinance pollution control and sewage and solid waste disposal facilities at the Geysers geothermal power plant or at
the Utility’s Diablo Canyon nuclear power plant. In 1999, the Utility sold all bond-financed facilities at the
non-retired units of the Geysers geothermal power plant to Geysers Power Company, LLC pursuant to purchase and
sale agreements stating that Geysers Power Company, LLC will use the bond-financed facilities solely as pollution
control facilities for so long as any tax-exempt pollution control bonds issued to finance the Geysers project are
outstanding. The Utility has no knowledge that Geysers Power Company, LLC intends to cease using the
bond-financed facilities solely as pollution control facilities.

Repayment Schedule

PG&E Corporation’s and the Utility’s combined short-term and long-term debt principal repayment amounts at
December 31, 2013 are reflected in the table below:

(in millions, except interest 2014 2015 2016 2017 2018 Thereafter Totalrates)
PG&E Corporation
Average fixed interest rate . . . . 5.75% — — — — — 5.75%
Fixed rate obligations . . . . . . . $ 350 $ — $ — $ — $ — $ — $ 350
Utility
Average fixed interest rate . . . . 4.80% — — 5.63% 8.25% 5.06% 5.29%
Fixed rate obligations . . . . . . . $ 539 $ — $ — $ 700 $ 800 $ 10,345 $ 12,384
Variable interest rate as of

December 31, 2013 . . . . . . . . — — 0.02% — 0.02% — 0.02%
Variable rate obligations(1) . . . . $ — $ — $ 309 $ — $ 614 $ — $ 923

Total consolidated debt . . . . . $ 889 $ — $ 309 $ 700 $ 1,414 $ 10,345 $ 13,657

(1) These bonds, due in 2016 and 2026, are backed by separate letters of credit that expire on May 31, 2016, December 3, 2016, or April 1,
2018.

Short-term Borrowings

The following table summarizes PG&E Corporation’s and the Utility’s outstanding borrowings under their
revolving credit facilities and the Utility’s commercial paper program at December 31, 2013:

Letters of
Termination Facility Credit Commercial Facility

Date Limit Outstanding Borrowings Paper Availability(in millions)
PG&E Corporation . . . . . . . . April 2018 $ 300(1) $ — $ 260 $ — $ 40
Utility . . . . . . . . . . . . . . . . . . April 2018 3,000(2) 79 — 914(3) 2,007(3)

Total revolving credit facilities $ 3,300 $ 79 $ 260 $ 914 $ 2,047

(1) Includes a $100 million sublimit for letters of credit and a $100 million commitment for loans that are made available on a same-day basis
and are repayable in full within 7 days.

(2) Includes a $1.0 billion sublimit for letters of credit and a $300 million commitment for loans that are made available on a same-day basis
and are repayable in full within 7 days.

(3) The Utility treats the amount of its outstanding commercial paper as a reduction to the amount available under its revolving credit facility.
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For 2013, the average outstanding borrowings on PG&E Corporation’s revolving credit facility was $214 million
and the maximum outstanding balance during the year was $260 million. For 2013, the Utility’s average outstanding
commercial paper balance was $542 million and the maximum outstanding balance during the year was $1.1 billion.
The Utility did not borrow under its credit facility in 2013.

Revolving Credit Facilities

In April 2013, PG&E Corporation and the Utility amended and restated their revolving credit facilities to extend
their termination dates from May 31, 2016 to April 1, 2018. These agreements contain substantially similar terms as
their original 2011 credit agreements. PG&E Corporation’s and the Utility’s revolving credit facilities may be used
for working capital, the repayment of commercial paper, and other corporate purposes. At PG&E Corporation’s and
the Utility’s request and at the sole discretion of each lender, the facilities may be extended for additional periods.
Provided certain conditions are met, PG&E Corporation and the Utility have the right to increase, in one or more
requests, given not more frequently than once a year, the aggregate lenders’ commitments under the revolving credit
facilities by up to $100 million and $500 million, respectively, in the aggregate for all such increases.

Borrowings under the revolving credit facilities (other than swingline loans) bear interest based, at PG&E
Corporation’s and the Utility’s election, on (1) a London Interbank Offered Rate plus an applicable margin or
(2) the base rate plus an applicable margin. The base rate will equal the higher of the following: the administrative
agent’s announced base rate, 0.5% above the federal funds rate, or the one-month LIBOR plus an applicable margin.
Interest is payable quarterly in arrears, or earlier for loans with shorter interest periods. PG&E Corporation and the
Utility also will pay a facility fee on the total commitments of the lenders under the revolving credit facilities. The
applicable margins and the facility fees will be based on PG&E Corporation’s and the Utility’s senior unsecured debt
ratings issued by Standard & Poor’s Rating Services and Moody’s Investor Service. Facility fees are payable quarterly
in arrears.

PG&E Corporation’s and the Utility’s revolving credit facilities include usual and customary provisions for
revolving credit facilities of this type, including those regarding events of default and covenants limiting liens to those
permitted under their senior note indentures, mergers, sales of all or substantially all of their assets, and other
fundamental changes. In addition, the revolving credit facilities require that PG&E Corporation and the Utility
maintain a ratio of total consolidated debt to total consolidated capitalization of at most 65% as of the end of each
fiscal quarter. PG&E Corporation’s revolving credit facility agreement also requires that PG&E Corporation own,
directly or indirectly, at least 80% of the common stock and at least 70% of the voting capital stock of the Utility.

Commercial Paper Programs

At December 31, 2013, the average yield on outstanding Utility commercial paper was 0.26%.

In January 2014, PG&E Corporation established a commercial paper program. PG&E Corporation will treat the
amount of its outstanding commercial paper as a reduction to the amount available under its revolving credit facility.

The borrowings from PG&E Corporation and the Utility’s commercial paper programs are used primarily to
fund temporary financing needs. Liquidity support for these borrowings is provided by available capacity under their
respective revolving credit facilities, as described above. The commercial paper may have maturities up to 365 days
and ranks equally with PG&E Corporation’s and the Utility’s other unsubordinated and unsecured indebtedness.
Commercial paper notes are sold at an interest rate dictated by the market at the time of issuance.

NOTE 5: COMMON STOCK AND SHARE-BASED COMPENSATION

PG&E Corporation had 456,670,424 shares of common stock outstanding at December 31, 2013. PG&E
Corporation held all of the Utility’s outstanding common stock at December 31, 2013.

In May 2013, PG&E Corporation entered into a new equity distribution agreement providing for the sale of
PG&E Corporation common stock having an aggregate gross sales price of up to $400 million. As of December 31,
2013, PG&E Corporation had sold common stock having an aggregate gross sales price of $395 million and had the
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ability to issue an additional $5 million of its common stock under this agreement. During 2013, PG&E Corporation
paid commissions of $3 million under this agreement.

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

• 7 million shares were sold in an underwritten public offering for cash proceeds of $300 million, net of fees
and commissions;

• 8 million shares were issued for cash proceeds of $290 million under the PG&E Corporation 401(k) plan, the
Dividend Reinvestment and Stock Purchase Plan, and share-based compensation plans; and

• 11 million shares were sold for cash proceeds of $455 million, net of commissions paid of $4 million, under
equity distribution agreements.

Dividends

The Board of Directors of PG&E Corporation and the Utility declare dividends quarterly. Under the Utility’s
Articles of Incorporation, the Utility cannot pay common stock dividends unless all cumulative preferred dividends
on the Utility’s preferred stock have been paid. For 2013, the Board of Directors of PG&E Corporation declared a
quarterly common stock dividend of $0.455 per share.

Under their respective credit agreements, PG&E Corporation and the Utility are each required to maintain a
ratio of consolidated total debt to consolidated capitalization of at most 65%. Based on the calculation of this ratio,
$493 million of the Utility’s reinvested earnings was restricted at December 31, 2013. In addition, the CPUC requires
the Utility to maintain a capital structure composed of at least 52% equity on average. At December 31, 2013, the
Utility was required to maintain reinvested earnings of $7.4 billion as equity to meet this requirement.

In addition, to comply with the revolving credit facility’s 65% ratio requirement and the CPUC’s requirement to
maintain a 52% equity component, $7.7 billion and $14.6 billion of the Utility’s net assets were restricted at
December 31, 2013 to comply with these requirements, respectively, and could not be transferred to PG&E
Corporation in the form of cash dividends. As a holding company, PG&E Corporation depends on cash distributions
from the Utility to meet its debt service and other financial obligations and to pay dividends on its common stock.

Long-Term Incentive Plan

The PG&E Corporation LTIP permits various forms of share-based incentive awards, including stock options,
stock appreciation rights, restricted stock awards, RSUs, performance shares, deferred compensation awards, and
other share-based awards, to eligible employees of PG&E Corporation and its subsidiaries. Non-employee directors
of PG&E Corporation are also eligible to receive certain share-based awards. A maximum of 12 million shares of
PG&E Corporation common stock (subject to adjustment for changes in capital structure, stock dividends, or other
similar events) has been reserved for issuance under the 2006 LTIP, of which 3,310,474 shares were available for
future awards at December 31, 2013.

The following table provides a summary of total share-based compensation expense recognized by PG&E
Corporation for share-based incentive awards for 2013, 2012, and 2011:

2013 2012 2011(in millions)
Restricted stock units . . . . . . . . . . . . . . . . . . . . . . . $ 36 $ 31 $ 23
Performance shares:
Equity awards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28 26 16
Liability awards . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (13)

Total compensation expense (pre-tax) . . . . . . . . . . . . $ 64 $ 57 $ 26

Total compensation expense (after-tax) . . . . . . . . . . . $ 38 $ 34 $ 16
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Share-based compensation costs capitalized during 2013, 2012, and 2011 was immaterial. There was no material
difference between PG&E Corporation and the Utility for the information disclosed above.

Restricted Stock Units

RSU awards issued and outstanding under the LTIP generally vest over three year periods. RSUs generally vest
in 20% increments on the first business day of March in year one, two, and three, with the remaining 40% vesting on
the first business day of March in year four. Vested RSUs are settled in shares of PG&E Corporation common stock.
Additionally, upon settlement, RSU recipients receive payment for the amount of dividend equivalents associated
with the vested RSUs that have accrued since the date of grant. RSU expense is generally recognized ratably over
the vesting period based on the fair values determined. The weighted average grant-date fair value for RSUs granted
during 2013, 2012, and 2011 was $42.92, $42.17, and $45.10, respectively. The total fair value of RSUs that vested
during 2013, 2012, and 2011 was $30 million, $18 million, and $11 million, respectively. The tax benefit from RSUs
that vested during each period was not material. As of December 31, 2013, $50 million of total unrecognized
compensation costs related to nonvested RSUs was expected to be recognized over the remaining weighted average
period of 2.17 years.

The following table summarizes RSU activity for 2013:

Number of Weighted Average Grant-
Restricted Stock Units Date Fair Value

Nonvested at January 1 . . . . . . . . . . . . . . 2,069,291 $ 42.52
Granted . . . . . . . . . . . . . . . . . . . . . . . . . 993,115 $ 42.92
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . (719,071) $ 41.03
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . (43,314) $ 42.68
Nonvested at December 31 . . . . . . . . . . . 2,300,021 $ 43.16

Performance Shares

Performance shares awarded to recipients under the LTIP are for a specified number of shares of common stock
(or cash with respect to grants before 2010) based on PG&E Corporation’s total shareholder return relative to a
specified group of industry peer companies over a three-year performance period. Performance shares vest after
three years of service. Performance share expense is generally recognized ratably over the applicable three-year
period based on the fair values determined. Dividend equivalents on performance shares, if any, will be paid in cash
upon the vesting date based on the amount of common stock to which the recipients are entitled.

Total compensation expense for performance shares is based on the grant-date fair value, which is determined
using a Monte Carlo simulation valuation model. The weighted average grant-date fair value for performance shares
granted during 2013, 2012, and 2011 was $33.45, $41.93, and $33.91 respectively. There was no tax benefit associated
with performance shares that vested during each of these periods. As of December 31, 2013, $29 million of total
unrecognized compensation costs related to nonvested performance shares are expected to be recognized over the
remaining weighted average period of 1.25 years.

The following table summarizes performance shares classified as equity awards activity for 2013:

Number of Weighted Average Grant-
Performance Shares Date Fair Value

Nonvested at January 1 . . . . . . . . . . . . . . 1,497,473 $ 38.15
Granted . . . . . . . . . . . . . . . . . . . . . . . . . 911,620 $ 33.45
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . — $ —
Forfeited(1) . . . . . . . . . . . . . . . . . . . . . . . (617,773) $ 34.22
Nonvested at December 31 . . . . . . . . . . . 1,791,320 $ 37.85

(1) Includes performance shares that expired with zero value as performance targets were not met.
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PG&E Corporation has authorized 80 million shares of no par value preferred stock and 5 million shares of
$100 par value preferred stock, which may be issued as redeemable or nonredeemable preferred stock. PG&E
Corporation does not have any preferred stock outstanding.

The Utility has authorized 75 million shares of $25 par value preferred stock and 10 million shares of $100 par
value preferred stock. The Utility specifies that 5,784,825 shares of the $25 par value preferred stock authorized are
designated as nonredeemable preferred stock without mandatory redemption provisions. The following table
summarizes the Utility’s outstanding preferred stock, none of which had mandatory redemption provisions at
December 31, 2013 and 2012:

(in millions, except share amounts, redemption
Shares Outstanding Redemption Price Balanceprice, and par value)

Nonredeemable $25 par value preferred stock
5.00% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400,000 N/A $ 10
5.50% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,173,163 N/A 30
6.00% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,211,662 N/A 105

Total nonredeemable preferred stock . . . . . . . . . . 5,784,825 $ 145

Redeemable $25 par value preferred stock
4.36% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 418,291 $ 25.75 $ 11
4.50% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 611,142 26.00 15
4.80% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 793,031 27.25 20
5.00% Series . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,778,172 26.75 44
5.00% Series A . . . . . . . . . . . . . . . . . . . . . . . . . . 934,322 26.75 23

Total redeemable preferred stock . . . . . . . . . . . . . 4,534,958 $ 113

Preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . $ 258

At December 31, 2013, annual dividends on the Utility’s nonredeemable preferred stock ranged from $1.25 to
$1.50 per share. The Utility’s redeemable preferred stock is subject to redemption at the Utility’s option, in whole or
in part, if the Utility pays the specified redemption price plus accumulated and unpaid dividends through the
redemption date. At December 31, 2013, annual dividends on redeemable preferred stock ranged from $1.09 to $1.25
per share.

Dividends on all Utility preferred stock are cumulative. All shares of preferred stock have voting rights and an
equal preference in dividend and liquidation rights. Upon liquidation or dissolution of the Utility, holders of
preferred stock would be entitled to the par value of such shares plus all accumulated and unpaid dividends, as
specified for the class and series. During each of 2013, 2012, and 2011 the Utility paid $14 million of dividends on
preferred stock.
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PG&E Corporation’s basic EPS is calculated by dividing the income available for common shareholders by the
weighted average number of common shares outstanding. PG&E Corporation applies the treasury stock method of
reflecting the dilutive effect of outstanding share-based compensation in the calculation of diluted EPS. The
following is a reconciliation of PG&E Corporation’s income available for common shareholders and weighted
average common shares outstanding for calculating diluted EPS for 2013, 2012 and 2011.

Year Ended December 31,
2013 2012 2011(in millions, except per share amounts)

Income available for common shareholders . . . . . . . $ 814 $ 816 $ 844
Weighted average common shares outstanding, basic 444 424 401
Add incremental shares from assumed conversions:

Employee share-based compensation . . . . . . . . . . . 1 1 1

Weighted average common share outstanding, diluted 445 425 402

Total earnings per common share, diluted . . . . . . . . $ 1.83 $ 1.92 $ 2.10

For each of the periods presented above, the calculation of outstanding common shares on a diluted basis
excluded an insignificant amount of options and securities that were antidilutive.

NOTE 8: INCOME TAXES

The significant components of income tax provision (benefit) by taxing jurisdiction were as follows:

PG&E Corporation Utility
Year Ended December 31,

2013 2012 2011 2013 2012 2011(in millions)
Current:

Federal . . . . . . . . . . . . $ (218) $ (74) $ (77) $ (222) $ (52) $ (83)
State . . . . . . . . . . . . . (26) 33 152 (23) 41 161

Deferred:
Federal . . . . . . . . . . . . 552 374 504 604 404 534
State . . . . . . . . . . . . . (35) (92) (135) (28) (91) (128)

Tax credits . . . . . . . . . . . (5) (4) (4) (5) (4) (4)

Income tax provision . . $ 268 $ 237 $ 440 $ 326 $ 298 $ 480
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The following table describes net deferred income tax liabilities:

PG&E
Corporation Utility

Year Ended December 31,
2013 2012 2013 2012(in millions)

Deferred income tax assets:
Customer advances for construction . . . . . . . . . . . . . . . $ 90 $ 101 $ 90 $ 101
Reserve for damages . . . . . . . . . . . . . . . . . . . . . . . . . . 161 175 161 175
Environmental reserve . . . . . . . . . . . . . . . . . . . . . . . . . 152 97 152 97
Compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 167 229 102 179
Net operating loss carryforward . . . . . . . . . . . . . . . . . . 890 938 670 736
GHG allowances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108 34 108 34
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135 230 128 221

Total deferred income tax assets . . . . . . . . . . . . . . . . $ 1,703 $ 1,804 $ 1,411 $ 1,543

Deferred income tax liabilities:
Regulatory balancing accounts . . . . . . . . . . . . . . . . . . . $ 261 $ 256 $ 261 $ 256
Property related basis differences . . . . . . . . . . . . . . . . . 8,048 7,449 8,038 7,447
Income tax regulatory asset . . . . . . . . . . . . . . . . . . . . . 748 663 748 663
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151 173 86 99

Total deferred income tax liabilities . . . . . . . . . . . . . $ 9,208 $ 8,541 $ 9,133 $ 8,465

Total net deferred income tax liabilities . . . . . . . . . . . $ 7,505 $ 6,737 $ 7,722 $ 6,922

Classification of net deferred income tax liabilities:
Included in current liabilities (assets) . . . . . . . . . . . . . . $ (318) $ (11) $ (320) $ (17)
Included in noncurrent liabilities . . . . . . . . . . . . . . . . . 7,823 6,748 8,042 6,939

Total net deferred income tax liabilities . . . . . . . . . . . $ 7,505 $ 6,737 $ 7,722 $ 6,922

The following table reconciles income tax expense at the federal statutory rate to the income tax provision:

PG&E Corporation Utility
Year Ended December 31,

2013 2012 2011 2013 2012 2011

Federal statutory income tax rate . . . . . 35.0% 35.0% 35.0% 35.0% 35.0% 35.0%
Increase (decrease) in income tax rate

resulting from:
State income tax (net of federal

benefit) . . . . . . . . . . . . . . . . . . . . (3.1) (3.9) 1.1 (2.2) (3.0) 1.6
Effect of regulatory treatment of

fixed asset differences . . . . . . . . . . (4.2) (4.1) (4.4) (3.8) (3.9) (4.2)
Tax credits . . . . . . . . . . . . . . . . . . . (0.4) (0.6) (0.5) (0.4) (0.6) (0.5)
Benefit of loss carryback . . . . . . . . . (1.1) (0.7) (1.9) (1.0) (0.4) (2.1)
Non deductible penalties . . . . . . . . . 0.8 0.6 6.5 0.7 0.5 6.3
Other, net . . . . . . . . . . . . . . . . . . . . (2.2) (3.8) (1.5) (0.9) (0.8) 0.1

Effective tax rate . . . . . . . . . . . . . . . . 24.8% 22.5% 34.3% 27.4% 26.8% 36.2%
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Unrecognized tax benefits

The following table reconciles the changes in unrecognized tax benefits:

PG&E Corporation Utility
2013 2012 2011 2013 2012 2011

(in millions)
Balance at beginning of year . . . . . . . . $ 581 $ 506 $ 714 $ 575 $ 503 $ 712

Additions for tax position taken
during a prior year . . . . . . . . . . . . 12 32 2 12 26 2

Reductions for tax position taken
during a prior year . . . . . . . . . . . . (6) (13) (198) (6) (10) (196)

Additions for tax position taken
during the current year . . . . . . . . . 79 67 3 79 67 —

Settlements . . . . . . . . . . . . . . . . . . . — (11) (15) — (11) (15)

Balance at end of year . . . . . . . . . . . . $ 666 $ 581 $ 506 $ 660 $ 575 $ 503

The component of unrecognized tax benefits that, if recognized, would affect the effective tax rate at
December 31, 2013 for PG&E Corporation and the Utility was $29 million, with the remaining balance representing
the potential deferral of taxes to later years.

Tax settlements and years that remain subject to examination

PG&E Corporation participates in the Compliance Assurance Process, a real-time IRS audit intended to
expedite resolution of tax matters. The Compliance Assurance Process audit culminates with a letter from the IRS
indicating its acceptance of the return.

In January 2014, PG&E Corporation received the IRS closing agreements for the 2008 and 2010 audit years,
subject to the approval by the Joint Committee on Taxation of the U.S. Congress. The IRS has previously accepted
the 2009 tax return without adjustments. The IRS is currently reviewing several matters pertaining to the 2011 and
2012 tax returns. The most significant of these matters relates to the repairs accounting method changes.

The IRS has been working with the utility industry to provide guidance concerning the deductibility of repairs.
PG&E Corporation and the Utility expect the IRS to issue guidance with respect to repairs made in the natural gas
transmission and distribution businesses during 2014. PG&E Corporation’s and the Utility’s unrecognized tax benefits
may change significantly within the next 12 months depending on the guidance to be issued by the IRS and the
resolution of the IRS audits related to the 2010, 2011, and 2012 tax returns. As of December 31, 2013, PG&E
Corporation and the Utility believe that it is reasonably possible that unrecognized tax benefits will decrease by
approximately $350 million within the next 12 months.

Carryforwards

As of December 31, 2013, PG&E Corporation had approximately $3.3 billion of federal net operating loss
carryforwards and $68 million of tax credit carryforwards, which will expire between 2029 and 2033. In addition,
PG&E Corporation had approximately $121 million of loss carryforwards related to charitable contributions, which
will expire between 2014 and 2018. PG&E Corporation believes it is more likely than not the tax benefits associated
with the federal operating loss, charitable contributions, and tax credits can be realized within the carryforward
periods, therefore no valuation allowance was recognized as of December 31, 2013. As of December 31, 2013, PG&E
Corporation had approximately $15 million of federal net operating loss carryforwards related to the tax benefit on
employee stock plans that would be recorded in additional paid-in capital when used.
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Use of Derivative Instruments

The Utility uses both derivative and non-derivative contracts in managing its customers’ exposure to commodity-
related price risk, including forward contracts, swap agreements, futures contracts, and option contracts.

These instruments are not held for speculative purposes and are subject to certain regulatory requirements.
Customer rates are designed to recover the Utility’s reasonable costs of providing services, including the costs related
to price risk management activities.

Price risk management activities that meet the definition of derivatives are recorded at fair value on the
Consolidated Balance Sheets. As long as the current ratemaking mechanism discussed above remains in place and
the Utility’s price risk management activities are carried out in accordance with CPUC directives, the Utility expects
to recover fully, in rates, all costs related to derivatives. Therefore, all unrealized gains and losses associated with the
change in fair value of these derivatives are deferred and recorded within the Utility’s regulatory assets and liabilities
on the Consolidated Balance Sheets. Net realized gains or losses on commodity derivatives are recorded in the cost
of electricity or the cost of natural gas with corresponding increases or decreases to regulatory balancing accounts for
recovery from or refund to customers.

PG&E Corporation and the Utility offset cash collateral paid or cash collateral received against the fair value
amounts recognized for derivative instruments executed with the same counterparty under a master netting
arrangement where the right of offset and the intention to offset exist.

The Utility elects the normal purchase and sale exception for eligible derivatives. Derivatives that require
physical delivery in quantities that are expected to be used by the Utility over a reasonable period in the normal
course of business, and do not contain pricing provisions unrelated to the commodity delivered are eligible for the
normal purchase and sale exception. The fair value of derivatives that are eligible for the normal purchase and sales
exception are not reflected in the Consolidated Balance Sheets at fair value, but are accounted for under the accrual
method of accounting. Therefore, expenses are recognized as incurred.

Electricity Procurement

The Utility enters into third-party power purchase agreements for electricity to meet customer needs. The
Utility’s third-party power purchase agreements are generally accounted for as leases, but certain third-party power
purchase agreements are considered derivatives. The Utility elects the normal purchase and sale exception for
eligible derivatives.

A portion of the Utility’s third-party power purchase agreements contain market-based pricing terms. In order to
reduce volatility in customer rates, the Utility may enter into financial instruments, such as futures, options, or swaps,
to effectively fix and/or cap the price of future purchases and reduce cash flow variability associated with fluctuating
electricity prices. These financial contracts are considered derivatives.

Electric Transmission Congestion Revenue Rights

The California electric transmission grid, controlled by the CAISO, is subject to transmission constraints when
there is insufficient transmission capacity to supply the market. The CAISO imposes congestion charges on market
participants to manage transmission congestion. The revenue generated from congestion charges is allocated to
holders of CRRs. CRRs allow market participants to hedge the financial risk of CAISO-imposed congestion charges
in the day-ahead market. The CAISO releases CRRs through an annual and monthly process, each of which includes
an allocation phase (in which load-serving entities, such as the Utility, are allocated CRRs at no cost based on the
customer demand or ‘‘load’’ they serve) and an auction phase (in which CRRs are priced at market and available to
all market participants). The Utility can participate in the allocation and auction phases of the annual and monthly
CRR processes. CRRs are considered derivatives.

Natural Gas Procurement (Electric Fuels Portfolio)

The Utility’s electric procurement portfolio is exposed to natural gas price risk primarily through physical natural
gas commodity purchases to fuel natural gas generating facilities, and electricity procurement contracts indexed to
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natural gas prices. To reduce the volatility in customer rates, the Utility may enter into financial instruments, such as
futures, options, or swaps. The Utility also enters into fixed-price forward contracts for natural gas to reduce future
cash flow variability from fluctuating natural gas prices. These instruments are considered derivatives.

Natural Gas Procurement (Core Gas Supply Portfolio)

The Utility enters into physical natural gas commodity contracts to fulfill the needs of its residential and smaller
commercial customers known as ‘‘core’’ customers. The Utility does not procure natural gas for industrial and large
commercial, or ‘‘non-core,’’ customers. Changes in temperature cause natural gas demand to vary daily, monthly, and
seasonally. Consequently, varying volumes of natural gas may be purchased or sold in the multi-month, monthly, and
to a lesser extent, daily spot market to balance such seasonal supply and demand. The Utility purchases financial
instruments, such as futures, swaps and options, as part of its core winter hedging program in order to manage
customer exposure to high natural gas prices during peak winter months. These financial instruments are considered
derivatives.

Volume of Derivative Activity

At December 31, 2013, the volumes of PG&E Corporation’s and the Utility’s outstanding derivatives were as
follows:

Contract Volume(1)

1 Year or 3 Years or
Greater but Greater but

Underlying Less Than Less Than Less Than 5 Years or
Product Instruments 1 Year 3 Years 5 Years Greater(2)

Natural Gas(3) . . . . Forwards and Swaps 243,213,288 79,735,000 8,892,500 —
(MMBtus(4))

Options 169,123,208 87,689,708 3,450,000 —

Electricity . . . . . . . Forwards and Swaps 2,537,023 2,009,505 2,008,046 1,534,695
(Megawatt-

hours)
Congestion Revenue Rights 73,510,440 83,747,782 63,718,517 29,945,852

(1) Amounts shown reflect the total gross derivative volumes by commodity type that are expected to settle in each period.
(2) Derivatives in this category expire between 2019 and 2022.
(3) Amounts shown are for the combined positions of the electric fuels and core gas supply portfolios.
(4) Million British Thermal Units.

At December 31, 2012, the volumes of PG&E Corporation’s and the Utility’s outstanding derivatives were as
follows:

Contract Volume(1)

1 Year or 3 Years or
Greater but Greater but

Underlying Less Than Less Than Less Than 5 Years or
Product Instruments 1 Year 3 Years 5 Years Greater(2)

Natural Gas(3) . . . . Forwards and Swaps 329,466,510 98,628,398 5,490,000 —
(MMBtus(4))

Options 221,587,431 216,279,767 10,050,000 —

Electricity . . . . . . . Forwards and Swaps 2,537,023 3,541,046 2,009,505 2,538,718
(Megawatt-

hours)
Options — 239,015 239,233 119,508
Congestion Revenue Rights 74,198,690 74,187,803 74,240,147 25,699,804

(1) Amounts shown reflect the total gross derivative volumes by commodity type that are expected to settle in each period.
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(2) Derivatives in this category expire between 2018 and 2023.
(3) Amounts shown are for the combined positions of the electric fuels and core gas supply portfolios.
(4) Million British Thermal Units.

Presentation of Derivative Instruments in the Financial Statements

In PG&E Corporation’s and the Utility’s Consolidated Balance Sheets, derivatives are presented on a net basis
by counterparty where the right and the intention to offset exists under a master netting agreement. The net balances
include outstanding cash collateral associated with derivative positions.

At December 31, 2013, PG&E Corporation’s and the Utility’s outstanding derivative balances were as follows:

Commodity Risk
Gross Total

Derivative Cash Derivative
Balance Netting Collateral Balance(in millions)

Current assets—other . . . . . . . . . . . . . . . . . . . . . . . $ 42 $ (10) $ 16 $ 48
Other noncurrent assets—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 the Utility’s outstanding derivative balances were as follows:

Commodity Risk
Gross Total

Derivative Cash Derivative
Balance Netting Collateral Balance(in millions)

Current assets—other . . . . . . . . . . . . . . . . . . . . . . . $ 48 $ (25) $ 36 $ 59
Other noncurrent assets—other . . . . . . . . . . . . . . . . 99 (11) — 88
Current liabilities—other . . . . . . . . . . . . . . . . . . . . . (255) 25 115 (115)
Noncurrent liabilities—other . . . . . . . . . . . . . . . . . . (221) 11 14 (196)

Total commodity risk . . . . . . . . . . . . . . . . . . . . . . . $ (329) $ — $ 165 $ (164)

Gains and losses recorded on PG&E Corporation’s and the Utility’s derivatives were as follows:

Commodity Risk
For the year ended December 31,

2013 2012 2011(in millions)
Unrealized gain/(loss)—regulatory assets and

liabilities(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 238 $ 391 $ 21
Realized loss—cost of electricity(2) . . . . . . . . . . . . . . (178) (486) (558)
Realized loss—cost of natural gas(2) . . . . . . . . . . . . . (22) (38) (106)

Total commodity risk . . . . . . . . . . . . . . . . . . . . . . . $ 38 $ (133) $ (643)

(1) Unrealized gains and losses on commodity risk-related derivative instruments are recorded to regulatory assets or liabilities,
rather than being recorded to the Consolidated Statements of Income. These amounts exclude the impact of cash collateral
postings.

(2) These amounts are fully passed through to customers in rates. Accordingly, net income was not impacted by realized amounts on
these instruments.

Cash inflows and outflows associated with derivatives are included in operating cash flows on PG&E
Corporation’s and the Utility’s Consolidated Statements of Cash Flows.
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NOTE 9: DERIVATIVES (Continued)

The majority of the Utility’s derivatives contain collateral posting provisions tied to the Utility’s credit rating
from each of the major credit rating agencies. At December 31, 2013, the Utility’s credit rating was investment grade.
If the Utility’s credit rating were to fall below investment grade, the Utility would be required to post additional cash
immediately to fully collateralize some of its net liability derivative positions.

The additional cash collateral that the Utility would be required to post if the credit risk-related contingency
features were triggered was as follows:

Balance at December 31,
2013 2012(in millions)

Derivatives in a liability position with credit risk-related
contingencies that are not fully collateralized . . . . . . . . . . . . . . . . $ (79) $ (266)

Related derivatives in an asset position . . . . . . . . . . . . . . . . . . . . . . 4 59
Collateral posting in the normal course of business related to these

derivatives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65 103

Net position of derivative contracts/additional collateral posting
requirements(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (10) $ (104)

(1) This calculation excludes the impact of closed but unpaid positions, as their settlement is not impacted by any of the Utility’s
credit risk-related contingencies.

NOTE 10: FAIR VALUE MEASUREMENTS

PG&E Corporation and the Utility measure their cash equivalents, trust assets, price risk management
instruments, and other investments at fair value. A three-tier fair value hierarchy is established that prioritizes the
inputs to valuation methodologies used to measure fair value:

• Level 1—Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active
markets.

• Level 2—Other inputs that are directly or indirectly observable in the marketplace.

• Level 3—Unobservable inputs which are supported by little or no market activities.

The fair value hierarchy requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value.
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Assets and liabilities measured at fair value on a recurring basis for PG&E Corporation and the Utility are
summarized below (assets held in rabbi trusts and other investments are held by PG&E Corporation and not the
Utility):

Fair Value Measurements
At December 31, 2013

Level 1 Level 2 Level 3 Netting(1) Total(in millions)
Assets:
Money market investments . . . . . . . . . . $ 226 $ — $ — $ — $ 226

Nuclear decommissioning trusts
Money market investments . . . . . . . . . 38 — — — 38
U.S. equity securities . . . . . . . . . . . . . 1,046 11 — 1,057
Non-U.S. equity securities . . . . . . . . . 457 — — — 457
U.S. government and agency securities 760 156 — — 916
Municipal securities . . . . . . . . . . . . . . — 25 — — 25
Other fixed-income securities . . . . . . . — 162 — — 162

Total nuclear decommissioning trusts(2) . . 2,301 354 — — 2,655

Price risk management instruments
(Note 9)
Electricity . . . . . . . . . . . . . . . . . . . . . 2 27 107 3 139
Gas . . . . . . . . . . . . . . . . . . . . . . . . . — 5 — (1) 4

Total price risk management instruments 2 32 107 2 143

Rabbi trusts
Fixed-income securities . . . . . . . . . . . — 39 — — 39
Life insurance contracts . . . . . . . . . . . — 70 — — 70

Total rabbi trusts . . . . . . . . . . . . . . . . . . — 109 — — 109

Long-term disability trust
Money market investments . . . . . . . . . 9 — — — 9
U.S. equity securities . . . . . . . . . . . . . — 14 — — 14
Non-U.S. equity securities . . . . . . . . . — 12 — — 12
Fixed-income securities . . . . . . . . . . . — 122 — — 122

Total long-term disability trust . . . . . . . . 9 148 — — 157

Other investments . . . . . . . . . . . . . . . . . 84 — — — 84

Total assets . . . . . . . . . . . . . . . . . . . . . $ 2,622 $ 643 $ 107 $ 2 $ 3,374

Liabilities:
Price risk management instruments

(Note 9)
Electricity . . . . . . . . . . . . . . . . . . . . . $ 19 $ 72 $ 137 $ (84) $ 144
Gas . . . . . . . . . . . . . . . . . . . . . . . . . 1 3 — (1) 3

Total liabilities . . . . . . . . . . . . . . . . . . . $ 20 $ 75 $ 137 $ (85) $ 147

(1) Includes the effect of the contractual ability to settle contracts under master netting agreements and margin cash collateral.
(2) Represents amount before deducting $313 million, primarily related to deferred taxes on appreciation of investment value.
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Fair Value Measurements
At December 31, 2012

Level 1 Level 2 Level 3 Netting(1) Total(in millions)
Assets:
Money market investments . . . . . . . . . . $ 209 $ — $ — $ — $ 209

Nuclear decommissioning trusts
Money market investments . . . . . . . . . 21 — — — 21
U.S. equity securities . . . . . . . . . . . . . 940 9 — — 949
Non-U.S. equity securities . . . . . . . . . 379 — — — 379
U.S. government and agency securities 681 139 — — 820
Municipal securities . . . . . . . . . . . . . . — 59 — — 59
Other fixed-income securities . . . . . . . — 173 — — 173

Total nuclear decommissioning trusts(2) . . 2,021 380 — — 2,401

Price risk management instruments
(Note 9)
Electricity . . . . . . . . . . . . . . . . . . . . . 1 60 80 6 147
Gas . . . . . . . . . . . . . . . . . . . . . . . . . — 5 1 (6) —

Total price risk management instruments 1 65 81 — 147

Rabbi trusts
Fixed-income securities . . . . . . . . . . . — 30 — — 30
Life insurance contracts . . . . . . . . . . . — 72 — — 72

Total rabbi trusts . . . . . . . . . . . . . . . . . . — 102 — — 102

Long-term disability trust
Money market investments . . . . . . . . . 10 — — — 10
U.S. equity securities . . . . . . . . . . . . . — 14 — — 14
Non-U.S. equity securities . . . . . . . . . — 11 — — 11
Fixed-income securities . . . . . . . . . . . — 136 — — 136

Total long-term disability trust . . . . . . . . 10 161 — — 171

Total assets . . . . . . . . . . . . . . . . . . . . . $ 2,241 $ 708 $ 81 $ — $ 3,030

Liabilities:
Price risk management instruments

(Note 9)
Electricity . . . . . . . . . . . . . . . . . . . . . $ 155 $ 144 $ 160 $ (156) $ 303
Gas . . . . . . . . . . . . . . . . . . . . . . . . . 8 9 — (9) 8

Total liabilities . . . . . . . . . . . . . . . . . . . $ 163 $ 153 $ 160 $ (165) $ 311

(1) Includes the effect of the contractual ability to settle contracts under master netting agreements and margin cash collateral.
(2) Represents amount before deducting $240 million, primarily related to deferred taxes on appreciation of investment value.

Valuation Techniques

The following describes the valuation techniques used to measure the fair value of the assets and liabilities
shown in the table above. All investments that are valued using a net asset value per share can be redeemed
quarterly with notice not to exceed 90 days.
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Money Market Investments

PG&E Corporation and the Utility invest in money market funds that seek to maintain a stable net asset value.
These funds invest in high quality, short-term, diversified money market instruments, such as U.S. Treasury bills, U.S.
agency securities, certificates of deposit, and commercial paper with a maximum weighted average maturity of
60 days or less. PG&E Corporation’s and the Utility’s investments in these money market funds are valued using
unadjusted prices for identical assets in an active market and are thus classified as Level 1. Money market funds are
recorded as cash and cash equivalents in the Consolidated Balance Sheets.

Trust Assets

The assets held by the nuclear decommissioning trusts, the rabbi trusts related to the non-qualified deferred
compensation plans, and the long-term disability trust are composed primarily of equity securities, debt securities,
and life insurance policies. In general, investments held in the trusts are exposed to various risks, such as interest
rate, credit, and market volatility risks.

Equity securities primarily include investments in common stock, which are valued based on unadjusted prices
for identical securities in active markets and are classified as Level 1. Equity securities also include commingled
funds, that are valued using a net asset value per share and are composed of equity securities traded publicly on
exchanges across multiple industry sectors in the U.S. and other regions of the world and are classified as Level 2.
Price quotes for the assets held by these funds are readily observable and available.

Debt securities are primarily composed of U.S. government and agency securities, municipal securities, and other
fixed-income securities, including corporate debt securities. U.S. government and agency securities primarily consist
of U.S. Treasury securities that are classified as Level 1 because the fair value is determined by observable market
prices in active markets. A market approach is generally used to estimate the fair value of debt securities classified as
Level 2 using evaluated pricing data, such as broker quotes, for similar securities adjusted for observable differences.
Significant inputs used in the valuation model generally include benchmark yield curves and issuer spreads. The
external credit ratings, coupon rate, and maturity of each security are considered in the valuation model, as
applicable.

Price Risk Management Instruments

Price risk management instruments include physical and financial derivative contracts, such as power purchase
agreements, forwards, swaps, options, and CRRs that are traded either on an exchange or over-the-counter.

Power purchase agreements, forwards, and swaps are valued using a discounted cash flow model. Exchange-
traded forwards and swaps that are valued using observable market forward prices for the underlying commodity are
classified as Level 1. Over-the-counter forwards and swaps that are identical to exchange-traded forwards and swaps
or are valued using forward prices from broker quotes that are corroborated with market data are classified as
Level 2. Exchange-traded options are valued using observable market data and market-corroborated data and are
classified as Level 2. Long-dated power purchase agreements that are valued using significant unobservable data are
classified as Level 3. These Level 3 contracts are valued using either estimated basis adjustments from liquid trading
points or techniques, including extrapolation from observable prices, when a contract term extends beyond a period
for which market data is available.

The Utility holds CRRs to hedge the financial risk of CAISO-imposed congestion charges in the day-ahead
market. CRRs are valued based on prices observed in the CAISO auction, which are discounted at the risk-free rate.
Limited market data is available in the CAISO auction and between auction dates; therefore, the Utility uses models
to forecast CRR prices for those periods not covered in the auctions. CRRs are classified as Level 3.

Other Investments

Other investments in common stock are valued based on unadjusted prices for the investments and are actively
traded on public exchanges. These investments are therefore considered Level 1 assets.
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Transfers between Levels

PG&E Corporation and the Utility recognize any transfers between levels in the fair value hierarchy as of the
end of the reporting period. For the years ended December 31, 2013 and 2012, there were no significant transfers
between levels.

Level 3 Measurements and Sensitivity Analysis

The Utility’s market and credit risk management function, which reports to the Chief Risk Officer of the Utility,
is responsible for determining the fair value of the Utility’s price risk management derivatives. Market and credit risk
management utilizes models to derive pricing inputs for the valuation of the Utility’s Level 3 instruments. These
models use pricing inputs from brokers and historical data. The market and credit risk management function and the
Utility’s finance function collaborate to determine the appropriate fair value methodologies and classification for
each derivative. Inputs used and fair value of Level 3 instruments are reviewed period-over-period and compared
with market conditions to determine reasonableness.

CRRs and power purchase agreements are valued using historical prices or significant unobservable inputs
derived from internally developed models. Historical prices include CRR auction prices. Unobservable inputs include
forward electricity prices. Significant increases or decreases in any of those inputs would result in a significantly
higher or lower fair value, respectively. All reasonable costs related to Level 3 instruments are expected to be
recoverable through customer rates; therefore, there is no impact to net income resulting from changes in the fair
value of these instruments. (See Note 9 above.)

Fair Value at December 31, 2013(in millions)
Fair Value Measurement Assets Liabilities Valuation Technique Unobservable Input Range(1)

Congestion revenue rights . . $ 107 $ 32 Market approach CRR auction prices $ (6.47) - 12.04
Power purchase agreements . $ — $ 105 Discounted cash flow Forward prices $ 23.43 - 51.75

(1) Represents price per megawatt-hour

Fair Value at December 31, 2012(in millions)
Fair Value Measurement Assets Liabilities Valuation Technique Unobservable Input Range(1)

Congestion revenue rights . . $ 80 $ 16 Market approach CRR auction prices $ (9.04) - 55.15
Power purchase agreements . $ — $ 145 Discounted cash flow Forward prices $ 8.59 - 62.90

(1) Represents price per megawatt-hour

Level 3 Reconciliation

The following table presents the reconciliation for Level 3 price risk management instruments for the years
ended December 31, 2013 and 2012, respectively:

Price Risk
Management
Instruments

2013 2012(in millions)
Liability balance as of January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (79) $ (74)

Realized and unrealized gains (losses):
Included in regulatory assets and liabilities or balancing

accounts(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49 (5)

Liability balance as of December 31 . . . . . . . . . . . . . . . . . . . . . . . . $ (30) $ (79)

(1) The costs related to price risk management activities are recoverable through customer rates, therefore, balancing account
revenue is recorded for amounts settled and purchased and there is no impact to net income. Unrealized gains and losses are
deferred in regulatory liabilities and assets.
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Financial Instruments

PG&E Corporation and the Utility use the following methods and assumptions in estimating fair value for
financial instruments:

• The fair values of cash, restricted cash, net accounts receivable, short-term borrowings, accounts payable,
customer deposits, and the Utility’s variable rate pollution control bond loan agreements approximate their
carrying values at December 31, 2013 and 2012, as they are short-term in nature or have interest rates that
reset daily.

• The fair values of the Utility’s fixed-rate senior notes and fixed-rate pollution control bonds and PG&E
Corporation’s fixed-rate senior notes were based on quoted market prices at December 31, 2013 and 2012.

The carrying amount and fair value of PG&E Corporation’s and the Utility’s debt instruments were as follows
(the table below excludes financial instruments with carrying values that approximate their fair values):

At December 31,
2013 2012

Carrying Level 2 Carrying Level 2
Amount Fair Value Amount Fair Value(in millions)

Debt (Note 4)
PG&E Corporation . . . . . . . . . . . . . $ 350 $ 354 $ 349 $ 371
Utility . . . . . . . . . . . . . . . . . . . . . . . 12,334 13,444 11,645 13,946
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Available for Sale Investments

The following table provides a summary of available-for-sale investments:

Total Total
Amortized Unrealized Unrealized Total Fair

Cost Gains Losses Value(in millions)
As of December 31, 2013
Nuclear decommissioning trusts

Money market investments . . . . . . . $ 38 $ — $ — $ 38
Equity securities
U.S. . . . . . . . . . . . . . . . . . . . . . . . 246 811 — 1,057
Non-U.S. . . . . . . . . . . . . . . . . . . . 215 242 — 457
Debt securities

U.S. government and agency
securities . . . . . . . . . . . . . . 870 51 (5) 916

Municipal securities . . . . . . . . 24 2 (1) 25
Other fixed-income securities . 163 1 (2) 162

Total nuclear decommissioning
trusts(1) . . . . . . . . . . . . . . . . . . . . . 1,556 1,107 (8) 2,655

Other investments . . . . . . . . . . . . . . . 13 71 — 84

Total . . . . . . . . . . . . . . . . . . . . . . . . $ 1,569 $ 1,178 $ (8) $ 2,739

As of December 31, 2012
Nuclear decommissioning trusts
Money market investments . . . . . . . . $ 21 $ — $ — $ 21
Equity securities

U.S. . . . . . . . . . . . . . . . . . . . . . . . 331 618 — 949
Non-U.S. . . . . . . . . . . . . . . . . . . . 199 181 (1) 379

Debt securities
U.S. government and agency

securities . . . . . . . . . . . . . . . . 723 97 — 820
Municipal securities . . . . . . . . . . 56 4 (1) 59
Other fixed-income securities . . . 168 5 — 173

Total(1) . . . . . . . . . . . . . . . . . . . . . . . $ 1,498 $ 905 $ (2) $ 2,401

(1) Represents amounts before deducting $313 million and $240 million at December 31, 2013 and 2012, respectively, primarily
related to deferred taxes on appreciation of investment value.

The fair value of debt securities by contractual maturity is as follows:

As of
December 31, 2013(in millions)

Less than 1 year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22
1 - 5 years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 519
5 - 10 years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 230
More than 10 years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 332

Total maturities of debt securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,103
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

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

2013 2012 2011(in millions)
Proceeds from sales and maturities of nuclear decommissioning trust

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,619 $ 1,133 $ 1,928
Gross realized gains on sales of securities held as available-for-sale . . . 94 19 43
Gross realized losses on sales of securities held as available-for-sale . . . (13) (17) (30)

NOTE 11: EMPLOYEE BENEFIT PLANS

PG&E Corporation and the Utility provide a non-contributory defined benefit pension plan for eligible
employees, as well as contributory postretirement medical plans for retirees and their eligible dependents, and
non-contributory postretirement life insurance plans for eligible employees and retirees. Additionally, eligible
employees hired after December 31, 2012 participate in the cash balance plan that was added to the defined benefit
pension plan in 2012. Eligible employees hired before December 31, 2012 were given a one-time election to
participate in the cash balance plan prospectively, or to continue participating in the existing defined benefit plan.
The trusts underlying certain of these plans are qualified trusts under the Internal Revenue Code of 1986, as
amended. If certain conditions are met, PG&E Corporation and the Utility can deduct payments made to the
qualified trusts, subject to certain limitations. PG&E Corporation and the Utility use a December 31 measurement
date for all plans.

PG&E Corporation’s and the Utility’s funding policy is to contribute tax-deductible amounts, consistent with
applicable regulatory decisions and federal minimum funding requirements. Based upon current assumptions and
available information, the Utility’s minimum funding requirements related to its pension plans was zero.
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NOTE 11: EMPLOYEE BENEFIT PLANS (Continued)

Change in Plan Assets, Benefit Obligations, and Funded Status

The following tables show the reconciliation of changes in plan assets, benefit obligations, and the plans’
aggregate funded status for pension benefits and other benefits for PG&E Corporation during 2013 and 2012:

Pension Benefits

2013 2012(in millions)
Change in plan assets:
Fair value of plan assets at January 1 . . . . . . . . . . . . . . . . . . . . . . $ 12,141 $ 10,993
Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 673 1,488
Company contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 323 282
Benefits and expenses paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (610) (622)

Fair value of plan assets at December 31 . . . . . . . . . . . . . . . . . . . . $ 12,527 $ 12,141

Change in benefit obligation:
Projected benefit obligation at January 1 . . . . . . . . . . . . . . . . . . . . $ 15,541 $ 14,000
Service cost for benefits earned . . . . . . . . . . . . . . . . . . . . . . . . . . . 468 396
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 627 658
Actuarial (gain) loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,950) 1,099
Plan amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 9
Transitional costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1
Benefits and expenses paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (610) (622)

Projected benefit obligation at December 31(1) . . . . . . . . . . . . . . . . . $ 14,077 $ 15,541

Funded status:
Current liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (6) $ (6)
Noncurrent liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,544) (3,394)

Accrued benefit cost at December 31 . . . . . . . . . . . . . . . . . . . . . . . $ (1,550) $ (3,400)

(1) PG&E Corporation’s accumulated benefit obligation was $12,659 million and $13,778 million at December 31, 2013 and 2012,
respectively.
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Other Benefits

2013 2012(in millions)
Change in plan assets:
Fair value of plan assets at January 1 . . . . . . . . . . . . . . . . . . . . . . $ 1,758 $ 1,491
Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64 191
Company contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 145 149
Plan participant contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64 55
Benefits and expenses paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (139) (128)

Fair value of plan assets at December 31 . . . . . . . . . . . . . . . . . . . . $ 1,892 $ 1,758

Change in benefit obligation:
Benefit obligation at January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,940 $ 1,885
Service cost for benefits earned . . . . . . . . . . . . . . . . . . . . . . . . . . . 53 49
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74 83
Actuarial gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (415) (23)
Plan amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 5
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (123) (119)
Federal subsidy on benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 5
Plan participant contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64 55

Benefit obligation at December 31 . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,597 $ 1,940

Funded status(1):
Noncurrent asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 352 $ —
Noncurrent liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (57) (181)

Accrued benefit cost at December 31 . . . . . . . . . . . . . . . . . . . . . . . $ 295 $ (181)

(1) At December 31, 2013, the postretirement medical plan was in an overfunded position and the postretirement life insurance plan
was in an underfunded position. At December 31, 2012, both the postretirement medical plan and the postretirement life
insurance plan were in underfunded positions.

There was no material difference between PG&E Corporation and the Utility for the information disclosed
above.

Components of Net Periodic Benefit Cost

Net periodic benefit cost as reflected in PG&E Corporation’s Consolidated Statements of Income was as
follows:

Pension Benefits

2013 2012 2011(in millions)
Service cost for benefits earned . . . . . . . . . . . . . . . . $ 468 $ 396 $ 320
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 627 658 660
Expected return on plan assets . . . . . . . . . . . . . . . . (650) (598) (669)
Amortization of prior service cost . . . . . . . . . . . . . . 20 20 34
Amortization of net actuarial loss . . . . . . . . . . . . . . 111 123 50

Net periodic benefit cost . . . . . . . . . . . . . . . . . . . 576 599 395

Less: transfer to regulatory account(1) . . . . . . . . . . (238) (301) (139)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 338 $ 298 $ 256

(1) The Utility recorded these amounts to a regulatory account as they are probable of recovery from customers in future rates.
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Other Benefits

2013 2012 2011(in millions)
Service cost for benefits earned . . . . . . . . . . . . . . . . $ 53 $ 49 $ 42
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74 83 91
Expected return on plan assets . . . . . . . . . . . . . . . . (79) (77) (82)
Amortization of transition obligation . . . . . . . . . . . . — 24 26
Amortization of prior service cost . . . . . . . . . . . . . . 23 25 27
Amortization of net actuarial loss . . . . . . . . . . . . . . 6 6 4

Net periodic benefit cost . . . . . . . . . . . . . . . . . . . . . $ 77 $ 110 $ 108

There was no material difference between PG&E Corporation and the Utility for the information disclosed
above.

Components of Accumulated Other Comprehensive Income

PG&E Corporation and the Utility record the net periodic benefit cost for pension benefits and other benefits
as a component of accumulated other comprehensive income, net of tax. Net periodic benefit cost is composed of
unrecognized prior service costs, unrecognized gains and losses, and unrecognized net transition obligations as
components of accumulated other comprehensive income, net of tax.

Regulatory adjustments are recorded in the Consolidated Statements of Income and Consolidated Balance
Sheets to reflect the difference between pension expense or income calculated in accordance with GAAP for
accounting purposes and pension expense or income for ratemaking, which is based on a funding approach. A
regulatory adjustment is also recorded for the amounts that would otherwise be charged to accumulated other
comprehensive income for the pension benefits related to the Utility’s defined benefit pension plan. To the extent the
other benefits are in an overfunded position, the Utility records a regulatory liability related to its other benefits and
long term disability costs, for the excess of cumulative income for ratemaking over cumulative other benefits expense
calculated in accordance with GAAP, and a portion of the credit balance in accumulated other comprehensive
income. However, this recovery mechanism does not allow the Utility to record a regulatory asset for an
underfunded position related to other benefits. Therefore, the charge remains in accumulated other comprehensive
income (loss) for other benefits.

The estimated amounts that will be amortized into net periodic benefit costs for PG&E Corporation in 2014 are
as follows:

Pension Benefit

(in millions)
Unrecognized prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 20
Unrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22

Other Benefits

(in millions)
Unrecognized prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23
Unrecognized net loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25

There were no material differences between the estimated amounts that will be amortized into net periodic
benefit costs for PG&E Corporation and the Utility.
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Valuation Assumptions

The following actuarial assumptions were used in determining the projected benefit obligations and the net
periodic benefit costs. The following weighted average year-end assumptions were used in determining the plans’
projected benefit obligations and net benefit cost.

Pension Benefits Other Benefits
December 31, December 31,

2013 2012 2011 2013 2012 2011

Discount rate . . . . . . . . . . . . . . . . . 4.89% 3.98% 4.66% 4.70 - 5.00% 3.75 - 4.08% 4.41 - 4.77%
Average rate of future
compensation increases . . . . . . . . . 4.00% 4.00% 5.00% — — —
Expected return on plan assets . . . . 6.50% 5.40% 5.50% 3.50 - 6.70% 2.90 - 6.10% 4.40 - 5.50%

The assumed health care cost trend rate as of December 31, 2013 was 8%, decreasing gradually to an ultimate
trend rate in 2020 and beyond of approximately 5%. A one-percentage-point change in assumed health care cost
trend rate would have the following effects:

One- One-
Percentage- Percentage-

Point Point
Increase Decrease(in millions)

Effect on postretirement benefit obligation . . . . . . . . . . . . . . . . . . . $ 86 $ (88)
Effect on service and interest cost . . . . . . . . . . . . . . . . . . . . . . . . . 9 (9)

Expected rates of return on plan assets were developed by determining projected stock and bond returns and
then applying these returns to the target asset allocations of the employee benefit plan trusts, resulting in a weighted
average rate of return on plan assets. Returns on fixed-income debt investments were projected based on real
maturity and credit spreads added to a long-term inflation rate. Returns on equity investments were estimated based
on estimates of dividend yield and real earnings growth added to a long-term inflation rate. For the 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 other benefits was based on a yield curve developed from market data of over approximately 494 Aa-grade
non-callable bonds at December 31, 2013. This yield curve has discount rates that vary based on the duration of the
obligations. The estimated future cash flows for the pension benefits and other benefit obligations were matched to
the corresponding rates on the yield curve to derive a weighted average discount rate.

Investment Policies and Strategies

The financial position of PG&E Corporation’s and the Utility’s funded employee benefit plans is driven by the
relationship between plan assets and liabilities. As noted above, the funded status is the difference between the fair
value of plan assets and projected benefit obligations. Volatility in funded status occurs when asset values change
differently from liability values and can result in fluctuations in costs for financial reporting, as well as the amount of
minimum contributions required under the Employee Retirement Income Security Act of 1974, as amended. PG&E
Corporation’s and the Utility’s investment policies and strategies are designed to increase the ratio of trust assets to
plan liabilities at an acceptable level of funded status volatility.

Interest rate, credit, and equity risk are the key determinants of PG&E Corporation’s and the Utility’s funded
status volatility. In addition to affecting the trust’s fixed-income portfolio market values, interest rate changes also
influence liability valuations as discount rates move with current bond yields. To manage this risk, PG&E
Corporation’s and the Utility’s trusts hold significant allocations to fixed-income investments that include U.S.
government securities, corporate securities, and other fixed-income securities. Although they contribute to funded
status volatility, equity investments are held to reduce long-term funding costs due to their higher expected return.
The equity investment allocation is implemented through portfolios that include common stock and commingled
funds across multiple industry sectors. Real assets and absolute return investments are held to diversify the trust’s
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holdings in equity and fixed-income investments by exhibiting returns with low correlation to the direction of these
markets. Real assets include commodities futures, REITS, global listed infrastructure equities, and private real estate
funds. Absolute return investments include hedge fund portfolios.

Target allocations for equity investments have generally declined in favor of longer-maturity fixed-income
investments and real assets as a means of dampening future funded status volatility. Derivative instruments such as
equity index futures contracts are used to maintain existing equity exposure while adding exposure to fixed-income
securities. In addition, derivative instruments such as equity index futures and fixed income futures are used to
rebalance the fixed income/equity allocation of the pension’s portfolio. Foreign currency exchange contracts are also
used to hedge a portion of the currency of the global equity investments.

PG&E Corporation and the Utility apply a risk management framework for managing the risks associated with
employee benefit plan trust assets. The guiding principles of this risk management framework are the clear
articulation of roles and responsibilities, appropriate delegation of authority, and proper accountability and
documentation. Trust investment policies and investment manager guidelines include provisions designed to ensure
prudent diversification, manage risk through appropriate use of physical direct asset holdings and derivative
securities, and identify permitted and prohibited investments.

The target asset allocation percentages for major categories of trust assets for pension and other benefit plans
are as follows:

Pension Benefits Other Benefits
2014 2013 2012 2014 2013 2012

Global equity securities . . . . . . . . . . 25% 25% 35% 30% 28% 38%
Absolute return . . . . . . . . . . . . . . . 5% 5% 5% 3% 4% 4%
Real assets . . . . . . . . . . . . . . . . . . . 10% 10% 10% 8% 8% 8%
Extended fixed-income securities . . . 3% 3% 3% —% —% —%
Fixed-income securities . . . . . . . . . . 57% 57% 47% 59% 60% 50%

Total . . . . . . . . . . . . . . . . . . . . . . . 100% 100% 100% 100% 100% 100%
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Fair Value Measurements

The following tables present the fair value of plan assets for pension and other benefits plans by major asset
category at December 31, 2013 and 2012.

Fair Value Measurements

At December 31,

2013 2012

Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total(in millions)
Pension Benefits:
Money market

investments . . . . . $ 70 $ — $ — $ 70 $ 112 $ — $ — $ 112
Global equity

securities . . . . . . . 1,123 2,363 — 3,486 402 3,017 — 3,419
Absolute return . . . . — — 554 554 — — 513 513
Real assets . . . . . . . 562 — 544 1,106 525 — 285 810
Fixed-income

securities:
U.S. government . 1,281 319 — 1,600 1,576 139 — 1,715
Corporate . . . . . . 1 4,230 625 4,856 3 4,275 611 4,889
Other . . . . . . . . . 166 555 — 721 — 576 — 576

Total . . . . . . . . . . . $ 3,203 $ 7,467 $ 1,723 $ 12,393 $ 2,618 $ 8,007 $ 1,409 $ 12,034

Other Benefits:
Money market

investments . . . . . $ 31 $ — $ — $ 31 $ 77 $ — $ — $ 77
Global equity

securities . . . . . . . 127 504 — 631 118 397 — 515
Absolute return . . . . — — 53 53 — — 49 49
Real assets . . . . . . . 67 — 38 105 68 — 28 96
Fixed-income

securities:
U.S. government . 119 5 — 124 148 5 — 153
Corporate . . . . . . 4 894 2 900 9 795 1 805
Other . . . . . . . . . 14 37 — 51 — 38 — 38

Total . . . . . . . . . . . $ 362 $ 1,440 $ 93 $ 1,895 $ 420 $ 1,235 $ 78 $ 1,733

Total plan assets at
fair value . . . . . . . $ 14,288 $ 13,767

In addition to the total plan assets disclosed at fair value in the table above, the trusts had other net assets of
$131 million and $132 million at December 31, 2013 and 2012, respectively. These net assets and net liabilities were
comprised primarily of cash, accounts receivable, accounts payable, and deferred taxes.

Valuation Techniques

The following describes the valuation techniques used to measure the fair value of the assets and liabilities
shown in the table above. All investments that are valued using a net asset value per share can be redeemed
quarterly with a notice not to exceed 90 days.
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Money Market Investments

Money market investments consist primarily of commingled funds of U.S. government short-term securities that
are considered Level 1 assets and valued at the net asset value of $1 per unit. The number of units held by the plan
fluctuates based on the unadjusted price changes in active markets for the funds’ underlying assets.

Equity Securities

The global equity categories include equity investments in common stock and equity-index futures, and
commingled funds comprised of equity across multiple industries and regions of the world. Equity investments in
common stock are actively traded on public exchanges and are therefore considered Level 1 assets. These equity
investments are generally valued based on unadjusted prices in active markets for identical securities. Equity-index
futures are valued based on unadjusted prices in active markets and are Level 1 assets. Collateral posted related to
these futures consist of money market investments that are considered Level 1 assets. Commingled funds are valued
using a net asset value per share and are maintained by investment companies for large institutional investors and
are not publicly traded. Commingled funds are comprised primarily of underlying equity securities that are publicly
traded on exchanges, and price quotes for the assets held by these funds are readily observable and available.
Commingled funds are categorized as Level 2 assets.

Absolute Return

The absolute return category includes portfolios of hedge funds that are valued using a net asset value per share
based on a variety of proprietary and non-proprietary valuation methods, including unadjusted prices for publicly-
traded securities in active markets. Hedge funds are considered Level 3 assets.

Real Assets

The real asset category includes portfolios of commodities, commodities futures, global REITS, global listed
infrastructure equities, and private real estate funds. The commodities, commodities futures, global REITS, and
global listed infrastructure equities are actively traded on a public exchange and are therefore considered Level 1
assets. Collateral posted related to the commodities futures consist of money market investments that are considered
Level 1 assets. Private real estate funds are valued using a net asset value per share derived using appraisals, pricing
models, and valuation inputs that are unobservable and are considered Level 3 assets.

Fixed-Income

The fixed-income category includes U.S. government securities, corporate securities, and other fixed-income
securities.

U.S. government fixed-income primarily consists of U.S. Treasury notes and U.S. government bonds that are
valued based on quoted market prices or evaluated pricing data for similar securities adjusted for observable
differences. These securities are categorized as Level 1 or Level 2 assets.

Corporate fixed-income primarily includes investment grade bonds of U.S. issuers across multiple industries that
are valued based on a compilation of primarily observable information or broker quotes in non-active markets. The
fair value of corporate bonds is determined using recently executed transactions, market price quotations (where
observable), bond spreads or credit default swap spreads obtained from independent external parties such as vendors
and brokers adjusted for any basis difference between cash and derivative instruments. These securities are classified
as Level 2 assets. Corporate fixed-income also includes commingled funds that are valued using a net asset value per
share and are comprised of corporate debt instruments. Commingled funds are considered Level 2 assets. Corporate
fixed-income also includes privately secured debt portfolios which are valued using a net asset value per share using
pricing models and valuation inputs that are unobservable and are considered Level 3 assets.
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Other fixed-income primarily includes pass-through and asset-backed securities. Pass-through securities are
valued based on benchmark yields created using observable market inputs and are Level 2 assets. Asset-backed
securities are primarily valued based on broker quotes and are considered Level 2 assets. Other fixed-income also
includes municipal bonds and index futures. Collateral posted related to the index futures consist of money market
investments that are considered Level 1 assets. Municipal bonds are valued based on a compilation of primarily
observable information or broker quotes in non-active markets and are considered Level 2 assets. Futures are valued
based on unadjusted prices in active markets and are Level 1 assets.

Transfers Between Levels

Any transfers between levels in the fair value hierarchy are recognized as of the end of the reporting period. No
significant transfers between levels occurred in the years ended December 31, 2013 and 2012.

Level 3 Reconciliation

The following table is a reconciliation of changes in the fair value of instruments for pension and other benefit
plans that have been classified as Level 3 for the years ended December 31, 2013 and 2012:

Pension Benefits
Absolute Corporate
Return Fixed-Income Real Assets Total(in millions)

Balance as of January 1, 2012 . . . . . . . . . . . . . . . . . $ 487 $ 585 $ 65 $ 1,137
Actual return on plan assets:

Relating to assets still held at the reporting date . 26 28 12 66
Relating to assets sold during the period . . . . . . . — (1) — (1)

Purchases, issuances, sales, and settlements
Purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 12 208 220
Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . — (13) — (13)

Balance as of December 31, 2012 . . . . . . . . . . . . . . $ 513 $ 611 $ 285 $ 1,409

Actual return on plan assets:
Relating to assets still held at the reporting date . 37 1 49 87
Relating to assets sold during the period . . . . . . . 4 — (3) 1

Purchases, issuances, sales, and settlements
Purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 20 352 372
Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . — (7) (139) (146)

Balance as of December 31, 2013 . . . . . . . . . . . . . . $ 554 $ 625 $ 544 $ 1,723
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Other Benefits

Absolute Corporate
Return Fixed-Income Real Assets Total(in millions)

Balance as of January 1, 2012 . . . . . . . . . . . . . . . . . . . $ 47 $ 1 6 $ 54
Actual return on plan assets:

Relating to assets still held at the reporting date . . . . 2 — 1 3
Relating to assets sold during the period . . . . . . . . . — — — —

Purchases, issuances, sales, and settlements
Purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1 21 22
Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (1) — (1)

Balance as of December 31, 2012 . . . . . . . . . . . . . . . . $ 49 $ 1 $ 28 $ 78

Actual return on plan assets:
Relating to assets still held at the reporting date . . . . 4 — 3 7
Relating to assets sold during the period . . . . . . . . . — — — —

Purchases, issuances, sales, and settlements
Purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 1 21 34
Settlements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12) — (14) (26)

Balance as of December 31, 2013 . . . . . . . . . . . . . . . . $ 53 $ 2 $ 38 $ 93

There were no transfers out of Level 3 in 2013 and 2012.

Cash Flow Information

Employer Contributions

PG&E Corporation and the Utility contributed $323 million to the pension benefit plans and $145 million to the
other benefit plans in 2013. These contributions are consistent with PG&E Corporation’s and the Utility’s funding
policy, which is to contribute amounts that are tax-deductible and consistent with applicable regulatory decisions and
federal minimum funding requirements. None of these pension or other benefits were subject to a minimum funding
requirement requiring a cash contribution in 2013. The Utility’s pension benefits met all the funding requirements
under ERISA. PG&E Corporation and the Utility expect to make total contributions of approximately $327 million
and $71 million to the pension plan and other postretirement benefit plans, respectively, for 2014.

Benefits Payments and Receipts

As of December 31, 2013, the estimated benefits expected to be paid and the estimated federal subsidies
expected to be received in each of the next five fiscal years, and in aggregate for the five fiscal years thereafter, are
as follows:

Pension Other Federal Subsidy(in millions)
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 613 $ 90 $ (6)
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 652 95 (7)
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 692 100 (8)
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 730 107 (8)
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 766 113 (9)
2019 - 2023 . . . . . . . . . . . . . . . . . . . . . . . 4,326 609 (35)

There were no material differences between the estimated benefits expected to be paid by PG&E Corporation
and paid by the Utility for the years presented above. There were also no material differences between the estimated
subsidies expected to be received by PG&E Corporation and received by the Utility for the years presented above.
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Defined Contribution Benefit Plans

PG&E Corporation sponsors employee retirement savings plans, including a defined contribution savings plan
that is qualified as a 401(k) plan under the Internal Revenue Code 1986, as amended. These plans permit eligible
employees to defer compensation, to make pre-tax and after-tax contributions, and provide for employer
contributions to be made to eligible participants. Employer contribution expense reflected in PG&E Corporation’s
Consolidated Statements of Income was as follows:

(in millions)
Year ended December 31,
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 71
2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65

There were no material differences between the employer contribution expense for PG&E Corporation and the
Utility for the years presented above.

NOTE 12: RESOLUTION OF REMAINING CHAPTER 11 DISPUTED CLAIMS

Various electricity suppliers filed claims in the Utility’s proceeding filed under Chapter 11 of the U.S.
Bankruptcy Code seeking payment for energy supplied to the Utility’s customers between May 2000 and June 2001.
These claims, which the Utility disputes, are being addressed in various FERC and judicial proceedings in which the
State of California, the Utility, and other electricity purchasers are seeking refunds from electricity suppliers,
including governmental entities, for overcharges incurred in the CAISO and the California Power Exchange
wholesale electricity markets during this period.

While the FERC and judicial proceedings are pending, the Utility has pursued, and continues to pursue,
settlements with electricity suppliers. The Utility entered into a number of settlement agreements with various
electricity suppliers to resolve some of these disputed claims and to resolve the Utility’s refund claims against these
electricity suppliers. These settlement agreements provide that the amounts payable by the parties are, in some
instances, subject to adjustment based on the outcome of the various refund offset and interest issues being
considered by the FERC. The Utility is uncertain when and how the remaining disputed claims will be resolved.

Any net refunds, claim offsets, or other credits that the Utility receives from electricity suppliers through
resolution of the remaining disputed claims, either through settlement or through the conclusion of the various
FERC and judicial proceedings, are refunded to customers through rates in future periods.

The following table presents the changes in the remaining net disputed claims liability, which includes interest:

(in millions)
Balance at December 31, 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 842
Interest accrued, net of settlement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25
Less: supplier settlements-principal amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3)

Balance at December 31, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 864

At December 31, 2013 and 2012, the remaining net disputed claims liability consisted of $154 million and
$157 million, respectively, of remaining net disputed claims (classified on the Consolidated Balance Sheets within
accounts payable—disputed claims and customer refunds) and $710 million and $685 million, respectively, of accrued
interest (classified on the Consolidated Balance Sheets within interest payable).

At December 31, 2013 and 2012, the Utility held $291 million, respectively, in escrow, including earned interest,
for payment of the remaining net disputed claims liability. These amounts are included within restricted cash on the
Consolidated Balance Sheets.

Interest accrues on the remaining net disputed claims at the FERC-ordered rate, which is higher than the rate
earned by the Utility on the escrow balance. Although the Utility has been collecting the difference between the
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accrued interest and the earned interest from customers in rates, these collections are not held in escrow. If the
amount of accrued interest is greater than the amount of interest ultimately determined to be owed on the remaining
net disputed claims, the Utility would refund to customers any excess interest collected. The amount of any interest
that the Utility may be required to pay will depend on the final determined amount of the remaining net disputed
claims and when such interest is paid.

NOTE 13: RELATED PARTY AGREEMENTS AND TRANSACTIONS

The Utility and other subsidiaries provide and receive various services to and from their parent, PG&E
Corporation, and among themselves. The Utility and PG&E Corporation exchange administrative and professional
services in support of operations. Services provided directly to PG&E Corporation by the Utility are priced at the
higher of fully loaded cost (i.e., direct cost of good or service and allocation of overhead costs) or fair market value,
depending on the nature of the services. Services provided directly to the Utility by PG&E Corporation are generally
priced at the lower of fully loaded cost or fair market value, depending on the nature and value of the services.
PG&E Corporation also allocates various corporate administrative and general costs to the Utility and other
subsidiaries using agreed-upon allocation factors, including the number of employees, operating and maintenance
expenses, total assets, and other cost allocation methodologies. Management believes that the methods used to
allocate expenses are reasonable and meet the reporting and accounting requirements of its regulatory agencies.

The Utility’s significant related party transactions were:

Year Ended
December 31,

2013 2012 2011(in millions)
Utility revenues from:
Administrative services provided to PG&E

Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7 $ 7 $ 6
Utility expenses from:
Administrative services received from PG&E

Corporation . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45 $ 50 $ 49
Utility employee benefit due to PG&E Corporation . 57 51 33

At December 31, 2013 and 2012, the Utility had receivables of $22 million and $19 million, respectively, from
PG&E Corporation included in accounts receivable—other and other noncurrent assets—other on the Utility’s
Consolidated Balance Sheets, and payables of $17 million, each year respectively, to PG&E Corporation included in
accounts payable—other on the Utility’s Consolidated Balance Sheets.

NOTE 14: COMMITMENTS AND CONTINGENCIES

PG&E Corporation and the Utility have significant contingencies arising from their operations, including
contingencies related to natural gas matters and environmental remediation. The Utility also has substantial financial
commitments in connection with agreements entered into to support its operating activities. PG&E Corporation also
has financial commitments described under ‘‘Other Commitments’’ below.

Natural Gas Matters

On September 9, 2010, a natural gas transmission pipeline owned and operated by the Utility ruptured in San
Bruno, California. The ensuing explosion and fire resulted in the deaths of eight people, numerous personal injuries,
and extensive property damage. PG&E Corporation’s and the Utility’s financial condition, results of operations, and
cash flows have been materially affected by the costs the Utility has incurred related to the ongoing regulatory
proceedings, investigations, and civil lawsuits that commenced following the San Bruno accident.
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Pending CPUC Investigations

There are three CPUC investigative enforcement proceedings pending against the Utility that relate to (1) the
Utility’s safety recordkeeping for its natural gas transmission system, (2) the Utility’s operation of its natural gas
transmission pipeline system in or near locations of higher population density, and (3) the Utility’s pipeline
installation, integrity management, recordkeeping and other operational practices, and other events or courses of
conduct, that could have led to or contributed to the San Bruno accident.

The SED has issued investigative reports and briefs in each of these investigations alleging that the Utility
committed numerous violations of applicable laws and regulations. In July 2013, the SED recommended that the
CPUC impose what the SED characterizes as a penalty of $2.25 billion on the Utility, allocated as follows:
(1) $300 million as a fine to the State General Fund, (2) $435 million for a portion of costs related to the Utility’s
PSEP that were previously disallowed by the CPUC and funded by shareholders, and (3) $1.515 billion to perform
PSEP work that was previously approved by the CPUC, implement operational remedies, and for future costs. (See
‘‘Disallowed Capital Costs’’ below.) Other parties, including the City of San Bruno, TURN, the CPUC’s ORA, and
the City and County of San Francisco, have recommended total penalties of at least $2.25 billion, including fines
payable to the State General Fund of differing amounts.

The ALJs who oversee the investigations are expected to issue one or more presiding officers’ decisions to
address the violations that they have determined the Utility committed and to impose penalties. It is uncertain when
the decisions will be issued. Based on the CPUC’s rules, the presiding officer’s decisions would become the final
decisions of the CPUC 30 days after issuance unless the Utility or another party filed an appeal with the CPUC, or a
CPUC commissioner requested that the CPUC review the decision, within such time. If an appeal or review request
is filed, other parties would have 15 days to provide comments but the CPUC could act before considering any
comments.

At December 31, 2013, the Consolidated Balance Sheets included an accrual of $200 million in other current
liabilities for the minimum amount of fines deemed probable that the Utility will pay to the State General Fund. The
Utility is unable to make a better estimate due to the many variables that could affect the final outcome, including
how the total number and duration of violations will be determined; how the various penalty recommendations made
by the SED and other parties will be considered; how the financial and tax impact of unrecoverable costs the Utility
has incurred, and will continue to incur, to improve the safety and reliability of its pipeline system, will be
considered; whether the Utility’s costs to perform any required remedial actions will be considered; and how the
CPUC will respond to public pressure. Future changes in these estimates or the assumptions on which they are based
could have a material impact on PG&E Corporation’s and the Utility’s financial condition, results of operations, and
cash flows. The CPUC may impose fines on the Utility that are materially higher than the amount accrued and may
disallow PSEP costs that were previously authorized for recovery or other future costs. Disallowed capital
investments would be charged to net income in the period in which the CPUC orders such a disallowance. See
‘‘Disallowed Capital Costs’’ below. Future disallowed expense and capital costs would be charged to net income in
the period incurred.

Other CPUC Enforcement Matters

PG&E Corporation and the Utility are unable to estimate the amount or range of reasonably possible losses
that may be incurred in connection with the following matters.
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Gas Safety Citation Program. The Utility and other California gas corporations are required to provide notice
to the SED of any self-identified or self-corrected violations of certain state and federal regulations that relate to the
safety of their natural gas facilities and operating practices. The SED is authorized to issue citations and impose fines
for self-identified or self-corrected violations and for violations that the SED identifies through its periodic audits of
the Utility’s operations or otherwise. The SED can exercise its discretion in determining whether to impose fines and
the amount of such fines, or whether to take other enforcement action, based on the totality of the circumstances.
The SED can consider such factors as the severity of the safety risk associated with each violation; the number and
duration of the violations; whether the violation was self-reported, and whether corrective actions were taken. In
January 2012, the SED imposed fines of $16.8 million on the Utility for self-reported failure to perform certain leak
surveys and in 2013 the SED imposed fines ranging from $50,000 to $8.1 million for self-reported violations. The
Utility has filed over 50 self-reports with the SED, plus additional follow-up reports, that the SED has not yet
addressed. The SED is expected to impose fines or take enforcement action with respect to some of these
self-reports.

Natural Gas Transmission Pipeline Rights-of-Way. In 2012, the Utility notified the CPUC and the SED that it is
undertaking a system-wide effort to survey its transmission pipelines and identify and remove encroachments (such as
building structures and vegetation overgrowth) from pipeline rights-of-way over a multi-year period. The SED could
impose fines on the Utility or take other enforcement action in connection with this matter.

Orders to Show Cause. In August 2013, the CPUC issued two OSCs related to a document submitted by the
Utility on July 3, 2013 as ‘‘errata’’ to correct information about some segments in Lines 101 and 147 (two of the
Utility’s natural gas transmission pipelines that serve the San Francisco peninsula) that had been previously provided
to the CPUC in October 2011 to allow the Utility to restore operating pressure on these pipelines. On December 19,
2013, the CPUC issued a decision to impose fines of approximately $14 million on the Utility in connection with the
errata submission, finding that the Utility violated CPUC rules that prohibit any person from misleading the CPUC.
The Utility recorded this amount as an expense for 2013. On January 23, 2014, the Utility filed an application for the
rehearing of this decision, arguing that it is erroneous in several respects. It is uncertain when the CPUC will issue a
decision on the other OSC that directed the Utility to show cause why all orders issued by the CPUC to authorize
increased operating pressure on the Utility’s gas transmission pipelines should not be immediately suspended pending
competent demonstration that the Utility’s natural gas system records are reliable. Briefing on this OSC was
completed on January 31, 2014.

Disallowed Capital Costs

In 2011, the CPUC ordered all natural gas operators in California to submit proposed plans to modernize and
upgrade their natural gas transmission systems as well as associated cost forecasts and ratemaking proposals. In
December 2012, the CPUC approved most of the projects proposed in the Utility’s PSEP application that was filed
in August 2011, but disallowed the Utility’s request for rate recovery of a significant portion of costs the Utility
forecasted it would incur through 2014. In October 2013, the Utility updated its PSEP application to present the
results of its completed search and review of records relating to validation of operating pressure for all of the
approximately 6,750 miles of the Utility’s natural gas transmission pipelines. The Utility requested that the CPUC
approve changes to the scope and prioritization of PSEP work, including deferring some projects to after 2014 and
accelerating other projects, and that the CPUC adjust authorized revenue requirements to reflect these changes. The
Utility has requested that the CPUC issue a final decision by August 2014.

At December 31, 2013, the Utility has recorded cumulative charges of $549 million for PSEP capital costs that
are expected to exceed the amount to be recovered. The Utility has requested that the CPUC authorize capital costs
of $766 million under the PSEP, reflecting the proposed changes in the PSEP update application. Of this amount,
approximately $280 million is recorded in Property, Plant, and Equipment on the Consolidated Balance Sheets at
December 31, 2013. The Utility could record additional charges to the extent PSEP capital costs are higher than
currently expected, or if additional capital costs are disallowed by the CPUC. The Utility’s ability to recover PSEP
capital costs also could be affected by the final decisions to be issued in the CPUC’s pending investigations discussed
above.
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Criminal Investigation

In June 2011, the U.S. Department of Justice, the California Attorney General’s Office, and the San Mateo
County District Attorney’s Office began an investigation of the San Bruno accident and indicated that the Utility is a
target of the investigation. Although the San Mateo County District Attorney’s Office has publicly indicated that it
will not pursue state criminal charges, the U.S. Department of Justice may still bring criminal charges, including
charges based on claims that the Utility violated the federal Pipeline Safety Act, against PG&E Corporation or the
Utility. It is uncertain whether any criminal charges will be brought against any of PG&E Corporation’s or the
Utility’s current or former employees. The Utility is continuing to cooperate with federal investigators. PG&E
Corporation and the Utility are unable to estimate the amount or range of reasonably possible losses associated with
any civil or criminal penalties that could be imposed and such penalties could have a material impact on PG&E
Corporation’s and the Utility’s financial condition, results of operations, and cash flows. In addition, the Utility’s
business or operations could be negatively affected by any remedial measures that the Utility may undertake, such as
operating its natural gas transmission business subject to the supervision and oversight of an independent monitor.

Third-Party Liability Claims

The Utility has settled the claims of substantially all of the remaining plaintiffs who sought compensation for
personal injury and property damage, and other relief, including punitive damages, following the San Bruno accident.
(Approximately 165 lawsuits on behalf of approximately 525 plaintiffs have been filed against the Utility.) At
December 31, 2013, the Utility has recorded cumulative charges of $565 million as its best estimate of probable loss
for third-party claims related to the San Bruno accident and has made cumulative payments of $520 million for
settlements. In addition, the Utility has incurred cumulative expenses of $86 million for associated legal costs. The
Utility’s liability for third-party claims is included in other current liabilities in the Consolidated Balance Sheets and
totaled $45 million at December 31, 2013 and $146 million at December 31, 2012.

The aggregate amount of insurance coverage for third-party liability attributable to the San Bruno accident is
approximately $992 million in excess of a $10 million deductible. Through December 31, 2013, the Utility has
recognized cumulative insurance recoveries of $354 million for third-party claims and associated legal costs. These
amounts were recorded as a reduction to operating and maintenance expense in the Consolidated Statements of
Income. Although the Utility believes that a significant portion of costs incurred for third-party claims (and
associated legal costs) relating to the San Bruno accident will ultimately be recovered through its insurance, it is
unable to predict the amount and timing of additional insurance recoveries.

Class Action Complaint

On August 23, 2012, a complaint was filed in the San Francisco Superior Court against PG&E Corporation and
the Utility (and other unnamed defendants) by individuals who seek certification of a class consisting of all California
residents who were customers of the Utility between 1997 and 2010, with certain exceptions. The plaintiffs allege that
the Utility collected more than $100 million in customer rates from 1997 through 2010 for the purpose of various
safety measures and operations projects but instead used the funds for general corporate purposes such as executive
compensation and bonuses. The plaintiffs allege that PG&E Corporation and the Utility engaged in unfair business
practices in violation of California state law. The plaintiffs seek restitution and disgorgement, as well as
compensatory and punitive damages.

PG&E Corporation and the Utility contest the plaintiffs’ allegations. On May 23, 2013, the court granted PG&E
Corporation’s and the Utility’s request to dismiss the complaint on the grounds that the CPUC has exclusive
jurisdiction to adjudicate the issues raised by the plaintiffs’ allegations. The plaintiffs have appealed the court’s ruling
to the California Court of Appeal. PG&E Corporation and the Utility are unable to estimate the amount or range of
reasonably possible losses, if any, that may be incurred in connection with this matter if the lower court’s ruling is
reversed.
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Other Legal and Regulatory Contingencies

PG&E Corporation and the Utility are subject to various laws and regulations and, in the normal course of
business, are named as parties in a number of claims and lawsuits. In addition, penalties may be incurred for failure
to comply with federal, state, or local laws and regulations. A provision for a loss contingency is recorded when it is
both probable that a loss has been incurred and the amount of the loss can be reasonably estimated. PG&E
Corporation and the Utility evaluate the range of reasonably estimated losses and record a provision based on the
lower end of the range, unless an amount within the range is a better estimate than any other amount. The
assessment of whether a loss is probable or a reasonable possibility, and whether the loss or a range of loss is
estimable, often involves a series of complex judgments about future events. Loss contingencies are reviewed
quarterly and estimates are adjusted to reflect the impact of all known information, such as negotiations, discovery,
settlements and payments, rulings, advice of legal counsel, and other information and events pertaining to a
particular matter. PG&E Corporation’s and the Utility’s policy is to exclude anticipated legal costs from the provision
for loss and expense these costs as incurred.

Accruals for other legal and regulatory contingencies (excluding amounts related to natural gas matters above)
totaled $43 million at December 31, 2013 and $34 million at December 31, 2012. These amounts are included in
other current liabilities in the Consolidated Balance Sheets. The estimated reasonably possible range of loss for these
matters in excess of the recorded accrual is not material. The resolution of these matters is not expected to have a
material impact on PG&E Corporation’s and the Utility’s financial condition, results of operations, or cash flows.

Environmental Remediation Contingencies

The Utility is required to pay for environmental remediation at sites where it has been, or may be, a potentially
responsible party under federal and state environmental laws. These sites include former manufactured gas plant
sites, power plant sites, gas gathering sites, sites where natural gas compressor stations are located, and sites used by
the Utility for the storage, recycling, or disposal of potentially hazardous substances. Under federal and California
laws, the Utility may be responsible for remediation of hazardous substances even if it did not deposit those
substances on the site.

Given the complexities of the legal and regulatory environment and the inherent uncertainties involved in the
early stages of a remediation project, the process for estimating remediation liabilities is subjective and requires
significant judgment. The Utility records an environmental remediation liability when the site assessments indicate
that remediation is probable and the Utility can reasonably estimate the loss or a range of probable amounts. The
Utility records an environmental remediation liability based on the lower end of the range of estimated probable
costs, unless an amount within the range is a better estimate than any other amount. Amounts recorded are not
discounted to their present value.

The following table presents the changes in the environmental remediation liability:

(in millions)
Balance at December 31, 2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 910
Additional remediation costs accrued:

Transfer to regulatory account for recovery . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116
Amounts not recoverable from customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49

Less: Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (175)

Balance at December 31, 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 900
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The environmental remediation liability is primarily included in non-current liabilities on the Consolidated
Balance Sheets and is composed of the following:

Balance at
December 31,

2013 2012(in millions)
Utility-owned natural gas compressor site near Hinkley, California(1) $ 190 $ 226
Utility-owned natural gas compressor site near Topock, Arizona(1) . . 264 239
Utility-owned generation facilities (other than for fossil fuel-fired),

other facilities, and third-party disposal sites . . . . . . . . . . . . . . . . 160 158
Former MGP sites owned by the Utility or third parties . . . . . . . . . . 184 181
Fossil fuel-fired generation facilities and sites . . . . . . . . . . . . . . . . . 102 106

Total environmental remediation liability . . . . . . . . . . . . . . . . . . . . $ 900 $ 910

(1) See ‘‘Natural Gas Compressor Sites’’ below.

At December 31, 2013, the Utility expected to recover $579 million of its environmental remediation liability
through various ratemaking mechanisms authorized by the CPUC. One of these mechanisms allows the Utility rate
recovery for 90% of its hazardous substance remediation costs for certain approved sites (including the Topock site)
without a reasonableness review. The Utility may incur environmental remediation costs that it does not seek to
recover in rates, such as the costs associated with the Hinkley site.

Natural Gas Compressor Sites

The Utility is legally responsible for remediating groundwater contamination caused by hexavalent chromium
used in the past at the Utility’s natural gas compressor sites near Hinkley, California and Topock, Arizona. The
Utility is also required to take measures to abate the effects of the contamination on the environment.

Hinkley Site

The Utility’s remediation and abatement efforts at the Hinkley site are subject to the regulatory authority of the
California Regional Water Quality Control Board, Lahontan Region. On July 17, 2013, the Regional Board certified
a final environmental report evaluating the Utility’s proposed remedial methods to contain and remediate the
underground plume of hexavalent chromium and the potential environmental impacts. The Regional Board is
expected to issue the final project permits and a final clean-up order in phases through 2014 and into 2015. As the
permits and order are issued, the Utility will obtain additional clarity on the total costs associated with the final
remedy and related activities. In January 2014, the Regional Board also approved an updated background study plan
prepared in consultation with the U.S. Geological Survey, the results of which will define the final cleanup standards.
The background study is not expected to be complete until 2018.

The Utility has implemented interim remediation measures to reduce the mass of the chromium plume, monitor
and control movement of the plume, and provided replacement water to affected residents. As of December 31,
2013, approximately 380 residential households located near the plume boundary were covered by the Utility’s whole
house water replacement program and the majority have opted to accept the Utility’s offer to purchase their
properties. The Utility is required to maintain and operate the program for five years or until the State of California
has adopted a drinking water standard specifically for hexavalent chromium at which time the program will be
evaluated. The State of California recently proposed draft regulations for hexavalent chromium and is expected to
issue a final standard by June 2014.

The Utility’s environmental remediation liability at December 31, 2013 reflects the Utility’s best estimate of
probable future costs associated with its final remediation plan, interim remediation measures, and whole house
water program. Future costs will depend on many factors, including the levels of hexavalent chromium the Utility is
required to use as the standard for remediation, the required time period by which those standards must be met, the
extent of the chromium plume boundary, and adoption of a final drinking water standard by the State of California.
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Future changes in cost estimates and the assumptions on which they are based may have a material impact on future
financial condition, results of operations, and cash flows.

Topock Site

The Utility’s remediation and abatement efforts at the Topock site are subject to the regulatory authority of the
California Department of Toxic Substances Control and the U.S. Department of the Interior. The California
Department of Toxic Substances Control has approved the Utility’s final remediation plan to contain and remediate
the underground plume of hexavalent chromium, under which the Utility will implement an in-situ groundwater
treatment system to convert hexavalent chromium into a non-toxic and non-soluble form of chromium. The Utility
expects to submit its final remedial design plan in 2014 for approval to begin construction of the groundwater
treatment system. The Utility has implemented interim remediation measures, including a system of extraction wells
and a treatment plant designed to prevent movement of the chromium plume toward the Colorado River.

The Utility’s environmental remediation liability at December 31, 2013 reflects its best estimate of probable
future costs associated with its final remediation plan. Future costs will depend on many factors, including the extent
of work to be performed to implement the final groundwater remedy and the Utility’s required time frame for
remediation. Future changes in cost estimates and the assumptions on which they are based may have a material
impact on future financial condition, results of operations, and cash flows.

Reasonably Possible Environmental Contingencies

Although the Utility has provided for known environmental obligations that are probable and reasonably
estimable, the Utility’s undiscounted future costs could increase to as much as $1.7 billion (including amounts related
to the Hinkley and Topock sites described above) if the extent of contamination or necessary remediation is greater
than anticipated or if the other potentially responsible parties are not financially able to contribute to these costs.
The Utility may incur actual costs in the future that are materially different than this estimate and such costs could
have a material impact on results of operations during the period in which they are recorded.

Nuclear Insurance

The Utility is a member of NEIL, which is a mutual insurer owned by utilities with nuclear facilities. NEIL
provides insurance coverage for property damages and business interruption losses incurred by the Utility if a nuclear
event were to occur at the Utility’s two nuclear generating units at Diablo Canyon and the retired Humboldt Bay
Unit 3. NEIL provides property damage and business interruption coverage of up to $3.2 billion per nuclear incident
and $2 billion per non-nuclear incident for Diablo Canyon. Humboldt Bay Unit 3 has up to $131 million of coverage
for nuclear and non-nuclear property damages.

NEIL also provides coverage for damages caused by acts of terrorism at nuclear power plants. Certain acts of
terrorism may be ‘‘certified’’ by the Secretary of the Treasury. If damages are caused by certified acts of terrorism,
NEIL can obtain compensation from the federal government and will provide up to its full policy limit of $3.2 billion
for each insured loss. In contrast, NEIL would treat all non-certified terrorist acts occurring within a 12-month
period against one or more commercial nuclear power plants insured by NEIL as one event and the owners of the
affected plants would share the $3.2 billion policy limit amount.

Under the Price-Anderson Act, public liability claims that arise from nuclear incidents that occur at Diablo
Canyon, and that occur during the transportation of material to and from Diablo Canyon are limited to $13.6 billion.
The Utility purchased the maximum available public liability insurance of $375 million for Diablo Canyon. The
balance of the $13.6 billion of liability protection is provided under a loss-sharing program among utilities owning
nuclear reactors. The Utility may be assessed up to $255 million per nuclear incident under this program, with
payments in each year limited to a maximum of $38 million per incident. Both the maximum assessment and the
maximum yearly assessment are adjusted for inflation at least every five years. The next scheduled adjustment is due
on or before September 10, 2018.

The Price-Anderson Act does not apply to claims that arise from nuclear incidents that occur during shipping of
nuclear material from the nuclear fuel enricher to a fuel fabricator or that occur at the fuel fabricator’s facility. The
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Utility has a separate policy that provides coverage for claims arising from some of these incidents up to a maximum
of $375 million per incident. In addition, the Utility has $53 million of liability insurance for Humboldt Bay Unit 3
and has a $500 million indemnification from the NRC for public liability arising from nuclear incidents, covering
liabilities in excess of the liability insurance.

Commitments

Third-Party Power Purchase Agreements

As part of the ordinary course of business, the Utility enters into various agreements to purchase power and
electric capacity. The price of purchased power may be fixed or variable. Variable pricing is generally based on the
current market price of either natural gas or electricity at the date of delivery. The costs incurred for all power
purchases and electric capacity were as follows:

2013 2012 2011(in millions)
Qualifying facilities(1) . . . . . . . . . . . . . . . . . . . . . . . . $ 813 $ 779 $ 1,069
Renewable energy contracts . . . . . . . . . . . . . . . . . . . 1,281 815 622
Other power purchase agreements . . . . . . . . . . . . . . 902 661 690

(1) Costs incurred include $271, $286, and $297 attributable to renewable energy contracts with qualifying facilities at December 31,
2013, 2012, and 2011, respectively.

Qualifying Facility Power Purchase Agreement—The Utility has entered into agreements to purchase energy and
capacity with independent power producers that own generation facilities that meet the definition of a QF under
federal law. As of December 31, 2013, the Utility had agreements with 170 QFs that are in operation, which expire
at various dates between 2014 and 2028.

Renewable Energy Power Purchase Agreements—The Utility is required to gradually increase the amount of
renewable energy that it delivers to its customers in order to comply with California’s renewable portfolio standard
requirement. The Utility has entered into various contracts to purchase renewable energy to help meet the renewable
portfolio standard requirement. The Utility’s obligations under a significant portion of these agreements are
contingent on the third party’s construction of new generation facilities. The Utility’s commitments for energy
payments under these renewable energy agreements are expected to grow significantly.

Other Power Purchase Agreements—The Utility has entered into several power purchase agreements for
conventional generation resources, which include tolling agreements and resource adequacy agreements. The Utility’s
obligation under a portion of these agreements is contingent on the third parties’ development of new generation
facilities to provide capacity and energy products to the Utility. The Utility also has agreements with various
irrigation districts and water agencies to purchase hydroelectric power.

At December 31, 2013, the undiscounted future expected obligations under power purchase agreements that
have been approved by the CPUC and have met specified construction milestones were as follows:

Qualifying Renewable Total
Facility (Other than QFs) Other Payments(in millions)

2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 913 $ 1,906 $ 829 $ 3,648
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . 707 2,102 770 3,579
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . 587 2,109 722 3,418
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . 450 2,104 684 3,238
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . 406 1,962 640 3,008
Thereafter . . . . . . . . . . . . . . . . . . . . . . . 1,614 30,242 2,984 34,840

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,677 $ 40,425 $ 6,629 $ 51,731
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The following table shows the future fixed capacity payments due under QF agreements that are treated as
capital leases. (These amounts are also included in the table above.) These payments are discounted to their present
value in the table below using the Utility’s incremental borrowing rate at the inception of the leases. These capital
lease QF agreements expire between April 2014 and September 2021. The amount of this discount is shown in the
table below as the amount representing interest.

(in millions)
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

Total fixed capacity payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111
Less: amount representing interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14

Present value of fixed capacity payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 97

Minimum lease payments associated wit h the lease obligations are included in the Utility’s cost of electricity.
The timing of the recognition of the lease expense conforms to the ratemaking treatment for the Utility’s recovery of
the cost of electricity.

The present value of the fixed capacity payments due under these agreements is recorded on the Consolidated
Balance Sheets. At December 31, 2013 and 2012, current liabilities—other included $23 million and $29 million,
respectively, and noncurrent liabilities—other included $74 million and $96 million, respectively. The corresponding
assets at December 31, 2013 and 2012 of $97 million and $125 million including accumulated amortization of
$176 million and $148 million, respectively are included in property, plant, and equipment on the Consolidated
Balance Sheets.

Natural Gas Supply, Transportation, and Storage Commitments

The Utility purchases natural gas directly from producers and marketers in both Canada and the United States
to serve its core customers and to fuel its owned-generation facilities. The Utility also contracts for natural gas
transportation from the points at which the Utility takes delivery (typically in Canada, the US Rocky Mountain
supply area, and the southwestern United States) to the points at which the Utility’s natural gas transportation
system begins. In addition, the Utility has contracted for natural gas storage services in northern California in order
to more reliably meet customers’ loads.

At December 31, 2013, the Utility’s undiscounted future expected payment obligations for natural gas supplies,
transportation and storage were as follows:

(in millions)
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 727
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 198
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 756

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,047

Costs incurred for natural gas purchases, natural gas transportation services, and natural gas storage, which
include contracts less than 1 year, amounted to $1.6 billion in 2013, $1.3 billion in 2012, and $1.8 billion in 2011.
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Nuclear Fuel Agreements

The Utility has entered into several purchase agreements for nuclear fuel. These agreements have remaining
terms ranging from one to 12 years and are intended to ensure long-term nuclear fuel supply. The contracts for
uranium and for conversion and enrichment services provide for 100% coverage of reactor requirements through
2020, while contracts for fuel fabrication services provide for 100% coverage of reactor requirements through 2017.
The Utility relies on a number of international producers of nuclear fuel in order to diversify its sources and provide
security of supply. Pricing terms are also diversified, ranging from market-based prices to base prices that are
escalated using published indices.

At December 31, 2013, the undiscounted future expected payment obligations for nuclear fuel were as follows:

(in millions)
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 145
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 162
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 146
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 647

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,380

Payments for nuclear fuel amounted to $162 million in 2013, $118 million in 2012, and $77 million in 2011.

Other Commitments

PG&E Corporation and the Utility have other commitments relating to operating leases. At December 31, 2013,
the future minimum payments related to these commitments were as follows:

(in millions)
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 42
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 357

Payments for other commitments relating to operating leases amounted to $40 million in 2013, $32 million in
2012, and $27 million in 2011. PG&E Corporation and the Utility had operating leases on office facilities expiring at
various dates from 2014 to 2023. Certain leases on office facilities contain escalation clauses requiring annual
increases in rent ranging from 2% to 5%. The rentals payable under these leases may increase by a fixed amount
each year, a percentage of increase over base year, or the consumer price index. Most leases contain extension
options ranging between one and five years.
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QUARTERLY CONSOLIDATED FINANCIAL DATA (UNAUDITED)

Quarter ended
December 31 September 30 June 30 March 31(in millions, except per share amounts)

2013
PG&E CORPORATION
Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,975 $ 4,175 $ 3,776 $ 3,672
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . 333 291 636 502
Income tax (benefit) provision . . . . . . . . . . . . . . . . . . 25 (24) 153 114
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90 164 332 242
Income available for common shareholders . . . . . . . . . 86 161 328 239
Comprehensive income . . . . . . . . . . . . . . . . . . . . . . . 210 165 352 252
Net earnings per common share, basic . . . . . . . . . . . . 0.19 0.36 0.74 0.55
Net earnings per common share, diluted . . . . . . . . . . . 0.19 0.36 0.74 0.55
Common stock price per share:

High . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42.75 46.37 48.44 44.53
Low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40.07 40.76 43.59 40.47

UTILITY
Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,973 $ 4,174 $ 3,775 $ 3,671
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . 360 292 635 503
Income tax (benefit) provision . . . . . . . . . . . . . . . . . . 65 (20) 160 121
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 138 162 329 237
Income available for common stock . . . . . . . . . . . . . . 134 159 325 234
Comprehensive income . . . . . . . . . . . . . . . . . . . . . . . 231 166 333 242

2012
PG&E CORPORATION
Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,830 $ 3,976 $ 3,593 $ 3,641
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . 125 614 467 487
Income tax (benefit) provision . . . . . . . . . . . . . . . . . . (54) 100 87 104
Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . (9) 364 239 236
Income (loss) available for common shareholders . . . . (13) 361 235 233
Comprehensive income . . . . . . . . . . . . . . . . . . . . . . . 77 372 247 246
Net earnings (loss) per common share, basic . . . . . . . . (0.03) 0.84 0.56 0.56
Net earnings (loss) per common share, diluted . . . . . . (0.03) 0.84 0.55 0.56
Common stock price per share:

High . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43.48 46.51 45.20 43.72
Low . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39.71 42.41 42.04 40.16

UTILITY
Operating revenues . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,829 $ 3,974 $ 3,592 $ 3,640
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . 127 613 467 488
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 340 227 231
Income tax provision . . . . . . . . . . . . . . . . . . . . . . . . . (30) 122 93 113
Income available for common stock . . . . . . . . . . . . . . 9 337 223 228
Comprehensive income . . . . . . . . . . . . . . . . . . . . . . . 96 348 235 241

The Utility recorded a charge to net income of $196 million in the third quarter of 2013 and $353 million during
the fourth quarter 2012, for disallowed capital expenditures associated with the Utility’s pipeline safety enhancement
plan. See Note 14 of the Notes to the Consolidated Financial Statements.

The Utility recorded a provision of $110 million and $80 million in the third quarter 2013 and in the second
quarter 2012, respectively, for estimated third-party claims related to the San Bruno accident. During the second
quarter 2013 and third quarter 2013, the Utility recognized $45 million and $25 million, respectively, for insurance
claims. During the first quarter 2012, second quarter of 2012, third quarter of 2012, and fourth quarter 2012 the
Utility recognized $11 million, $25 million, $99 million, and $50 million, respectively, for insurance recoveries. See
Note 14 of the Notes to the Consolidated Financial Statements.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of PG&E Corporation and Utility is responsible for establishing and maintaining adequate internal
control over financial reporting. PG&E Corporation’s and the Utility’s internal control over financial reporting is a
process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting principles, or GAAP.
Internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of
PG&E Corporation and the Utility, (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with GAAP and that receipts and expenditures are being
made only in accordance with authorizations of management and directors of PG&E Corporation and the Utility,
and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions or that the degree of compliance with the policies
or procedures may deteriorate.

Management assessed the effectiveness of internal control over financial reporting as of December 31, 2013,
based on the criteria established in Internal Control—Integrated Framework (1992) issued by the Committee of
Sponsoring Organizations of the Treadway Commission. Based on its assessment and those criteria, management has
concluded that PG&E Corporation and the Utility maintained effective internal control over financial reporting as of
December 31, 2013.

Deloitte & Touche LLP, an independent registered public accounting firm, has audited PG&E Corporation’s and
the Utility’s internal control over financial reporting as of December 31, 2013, based on criteria established in
Internal Control—Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway
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 Company
San Francisco, California

We have audited the accompanying consolidated balance sheets of PG&E Corporation and subsidiaries (the
‘‘Company’’) and of Pacific Gas and Electric Company and subsidiaries (the ‘‘Utility’’) as of December 31, 2013 and
2012, and the Company’s related consolidated statements of income, comprehensive income, equity, and cash flows
and the Utility’s related consolidated statements of income, comprehensive income, shareholders’ equity, and cash
flows for each of the three years in the period ended December 31, 2013. These financial statements are the
responsibility of the Company’s and the Utility’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
PG&E Corporation and subsidiaries and of Pacific Gas and Electric Company and subsidiaries as of December 31,
2013 and 2012, and the results of their operations and their cash flows for each of the three years in the period
ended December 31, 2013, in conformity with accounting principles generally accepted in the United States of
America.

As discussed in Note 14 to the consolidated financial statements, there are three investigative enforcement
proceedings pending with the California Public Utilities Commission that may result in material amounts of
penalties.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the Company’s and the Utility’s internal control over financial reporting as of December 31, 2013, based on
the criteria established in Internal Control—Integrated Framework (1992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 11, 2014 expressed an unqualified opinion
on the Company’s and the Utility’s internal control over financial reporting.

/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 Company
San Francisco, California

We have audited the internal control over financial reporting of PG&E Corporation and subsidiaries (the
‘‘Company’’) and of Pacific Gas and Electric Company and subsidiaries (the ‘‘Utility’’) as of December 31, 2013,
based on criteria established in Internal Control—Integrated Framework (1992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Company’s and the Utility’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management’s Report on Internal Control Over
Financial Reporting. Our responsibility is to express an opinion on the Company’s and the Utility’s internal control
over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audits
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audits provide a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the
company’s principal executive and principal financial officers, or persons performing similar functions, and effected
by the company’s board of directors, management, and other personnel to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion
or improper management override of controls, material misstatements due to error or fraud may not be prevented or
detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company and the Utility maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2013, based on the criteria established in Internal Control—Integrated
Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated financial statements as of and for the year ended December 31, 2013 of the Company and
the Utility and our report dated February 11, 2014 expressed an unqualified opinion on those financial statements
and includes an explanatory paragraph relating to three investigative enforcement proceedings pending with the
California Public Utilities Commission that may result in material amounts of penalties.

/s/ DELOITTE & TOUCHE LLP

San Francisco, California
February 11, 2014
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BOARDS OF DIRECTORS OF PG&E CORPORATION AND PACIFIC GAS AND ELECTRIC COMPANY

LEWIS CHEW FORREST E. MILLER
Executive Vice President and Chief Financial Officer, Group President-Corporate Strategy and Development,
Dolby Laboratories, Inc. Retired, AT&T Inc.

C. LEE COX(1) ROSENDO G. PARRA
Vice Chairman, Retired, AirTouch Communications, Inc. Senior Vice President, Retired, Dell Inc.
and President and Chief Executive Officer, Retired, and Partner and Co-Founder, Daylight Partners
AirTouch Cellular

BARBARA L. RAMBO
ANTHONY F. EARLEY, JR. Chief Executive Officer, Taconic Management Services
Chairman of the Board, Chief Executive Officer, and

BARRY LAWSON WILLIAMS(3)
President, PG&E Corporation

Managing General Partner, Retired, and President,
FRED J. FOWLER Williams Pacific Ventures, Inc.
Chairman of the Board, Retired, Spectra Energy Partners, LP

(1) Lee Cox is the lead director of PG&E Corporation and theand President and Chief Executive Officer, Retired, Spectra
non-executive Chairman of the Board of Pacific Gas andEnergy Corp
Electric Company. He will remain in these positions until he

MARYELLEN C. HERRINGER retires from the Boards of Directors effective as of the
Executive Vice President, General Counsel, and Secretary, adjournment of the 2014 annual meetings of shareholders on
Retired, APL Limited May 12, 2014.

(2) Christopher P. Johns is a director of Pacific Gas and ElectricCHRISTOPHER P. JOHNS(2)
Company only.

President, Pacific Gas and Electric Company (3) Barry Lawson Williams will become the lead director of PG&E
Corporation and the non-executive Chairman of the Board ofRICHARD C. KELLY
Pacific Gas and Electric Company upon C. Lee Cox’sChairman and Chief Executive Officer, Retired,
retirement from the Boards of Directors effective as of theXcel Energy Inc.
adjournment of the 2014 annual meetings of shareholders on

ROGER H. KIMMEL May 12, 2014.
Vice Chairman, Rothschild Inc.

RICHARD A. MESERVE
President, Carnegie Institution of Washington

PG&E CORPORATION OFFICERS

ANTHONY F. EARLEY, JR. MARK T. CARON
Chairman of the Board, Chief Executive Officer, Vice President, Tax
and President

LINDA Y.H. CHENG
KENT M. HARVEY Vice President, Corporate Governance and Corporate
Senior Vice President and Chief Financial Officer Secretary

HYUN PARK SARA A. CHERRY
Senior Vice President and General Counsel Vice President, Investor Relations

GREG S. PRUETT MELISSA A. LAVINSON
Senior Vice President, Corporate Affairs Vice President, Federal Affairs

JOHN R. SIMON DINYAR B. MISTRY
Senior Vice President, Human Resources Vice President and Controller

NICHOLAS M. BIJUR ANIL K. SURI
Vice President and Treasurer Vice President and Chief Risk and Audit Officer

STEPHEN J. CAIRNS
Vice President, Internal Audit and Compliance
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PACIFIC GAS AND ELECTRIC COMPANY OFFICERS

C. LEE COX(1) BARRY D. ANDERSON TRAVIS T. KIYOTA
Non-executive Chairman of the Board Vice President, Emergency Vice President, Corporate Affairs
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BARRY LAWSON WILLIAMS(1) KEVIN B. KNAPP
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JANET C. LODUCAVice President and Treasurer
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Stock Exchange ListingsSHAREHOLDER INFORMATION
PG&E Corporation’s common stock is traded on the New

For financial and other information about PG&E Corporation York and Swiss stock exchanges. The official New York Stock
and Pacific Gas and Electric Company, please visit our Exchange symbol is ‘‘PCG,’’ but PG&E Corporation common
websites, www.pgecorp.com and www.pge.com, respectively. stock is listed in daily newspapers under ‘‘PG&E’’ or ‘‘PG&E

Cp.’’(1)
As of February 3, 2014, there were 64,972 holders of record
of PG&E Corporation common stock. PG&E Corporation is Pacific Gas and Electric Company has eight issues of
the holder of all issued and outstanding shares of Pacific Gas preferred stock, all of which are listed on NYSE MKT
and Electric Company common stock. (formerly known as NYSE Amex).
If you have questions about your PG&E Corporation

Issue Newspaper Symbol(1)
common stock account or Pacific Gas and Electric Company
preferred stock account, please contact our transfer agent, First Preferred Cumulative, Par Value $25 Per Share
American Stock Transfer and Trust Company, LLC (‘‘AST’’).

Non Redeemable:
6.00% . . . . . . . . . . . . . . . . . . . PacGE pfAAmerican Stock Transfer and Trust Company, LLC
5.50% . . . . . . . . . . . . . . . . . . . PacGE pfB6201 15th Avenue
5.00% . . . . . . . . . . . . . . . . . . . PacGE pfCBrooklyn, NY 11219
Redeemable:

Toll-free telephone services: 1-888-489-4689 (Customer 5.00% . . . . . . . . . . . . . . . . . . . PacGE pfD
Service Representatives are available Monday through Friday 5.00% Series A . . . . . . . . . . . . . PacGE pfE
from 8:00 a.m. ET to 8:00 p.m. ET) 4.80% . . . . . . . . . . . . . . . . . . . PacGE pfG

4.50% . . . . . . . . . . . . . . . . . . . PacGE pfHWebsite: www.amstock.com
4.36% . . . . . . . . . . . . . . . . . . . PacGE pfI

If you have general questions about PG&E Corporation or
Pacific Gas and Electric Company, please contact the (1) Local newspaper symbols may vary.
Corporate Secretary’s Office.

2014 Dividend Payment Dates
Vice President, Corporate Governance and Corporate

PG&E CorporationSecretary
January 15Linda Y.H. Cheng
April 15PG&E Corporation
July 15Pacific Gas and Electric Company
October 15P. O. Box 770000

San Francisco, CA 94177 Pacific Gas and Electric Company
415-973-8200 February 15
Fax 415-973-8719 May 15

August 15Securities analysts, portfolio managers, or other
November 15representatives of the investment community should contact

the Investor Relations Office.
PG&E Corporation Dividend Reinvestment and Stock

Vice President, Investor Relations Purchase Plan (‘‘DRSPP’’)
Sara A. Cherry If you hold PG&E Corporation or Pacific Gas and Electric
PG&E Corporation Company stock in your own name, rather than through a
P. O. Box 770000 broker, you may automatically reinvest dividend payments
San Francisco, CA 94177 from common and/or preferred stock in shares of PG&E
415-972-7080 Corporation common stock through the DRSPP. You may

obtain a DRSPP prospectus and enroll by contacting AST. IfPG&E Corporation
your shares are held by a broker in street name, you are notGeneral Information
eligible to participate in the DRSPP.415-973-1000

Pacific Gas and Electric Company Replacement of Dividend Checks
General Information If you hold stock in your own name and you do not receive
415-973-7000 your dividend check within 10 days after the payment date, or

if a check is lost or destroyed, you should notify AST so that
Stock Held in Brokerage Accounts (‘‘Street Name’’) payment can be stopped on the check and a replacement can
When you purchase your stock and it is held for you by your be mailed.
broker, the shares are listed with AST in the broker’s name,
or street name. AST does not know the identity of the Lost or Stolen Stock Certificates
individual shareholders who hold their shares in this manner. If you hold stock in your own name and your stock certificate
They simply know that a broker holds a number of shares has been lost, stolen, or in some way destroyed, you should
that may be held for any number of investors. If you hold notify AST immediately.
your stock in a street name account, you receive all tax forms,
publications, and proxy materials through your broker. If you
are receiving unwanted duplicate mailings, you should contact
your broker to eliminate the duplications.
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PG&E CORPORATION AND PACIFIC GAS AND ELECTRIC COMPANY
ANNUAL MEETINGS OF SHAREHOLDERS

Date: May 12, 2014

Time: 10:00 a.m.

Location: PG&E Corporation and
Pacific Gas and Electric Company Headquarters
77 Beale Street
San Francisco, CA 94105

Form 10-K

If you would like to obtain a copy, free of charge, of PG&E Corporation’s and Pacific Gas and Electric
Company’s joint Annual Report on Form 10-K for the year ended December 31, 2013, which has been filed with the
Securities and Exchange Commission, please send a written request to, or call, the Corporate Secretary’s Office at:

Linda Y.H. Cheng
PG&E Corporation
Pacific Gas and Electric Company
P. O. Box 770000
San Francisco, CA 94177
415-973-8200
Fax 415-973-8719

You may also view the Form 10-K, and all other reports submitted by PG&E Corporation and Pacific Gas and
Electric Company to the Securities and Exchange Commission, on our website at:

www.pgecorp.com/investors/financial_reports/
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