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PG&E Corp. (PCG-NYSE)--Outperform (1)

Price as of 12/14/2010: $47.67
FY 10 EPS: $3.43

FY 11 EPS: $3.70

Shares Out.: 390.0 MM
Market Cap.: $18,591.3 MM

Sector Rating: Regulated Electric Utilities, Market Weight

PCG: NTSB Issues Update in San Bruno Pipeline Explosion Investigation; We Reiterate Our
Outperform Rating

Yesterday (12/14) afternoon, the National Transportation Safety Board (NTSB) issued an update on the
continuing investigation of the San Bruno pipeline explosion. In the update, the NTSB stated that
ruptured pipeline pieces revealed no evidence of external corrosion, no physical indications consistent
with excavation damage were observed and no physical evidence suggests that a pre-existing leak
occurred in the ruptured pipe pieces.

However, the update stated that although PG&E records indicate the pipeline was constructed of
seamless pipe evidence obtained so far indicates the pipeline in the area of the rupture was constructed,
at least in part, with seam-welded pipe. In a press release (and also in our discussions with the
company), PCG noted that the discrepancy does not impact the required maintenance and inspection
protocols since they are the same for both seamed and seamless pipe.

NTSB investigators have also found that while the longitudinal seams on some of the pipe were fusion-
welded from both inside and outside the pipe, some were fusion-welded only from the outside of the
pipe. To understand this variance, investigators are researching pipe welding standards in place when
the pipeline was installed in 1956.

Our Key Takeaway - While the discrepancy in the pipeline records and the differences in fusion-
welding techniques are a modest concern, we consider these preliminary NTSB findings as a net
positive for PCG since the lack of evidence of corrosion, excavation damage or pre-existing leaks
suggests to us that poor maintenance procedures were not the cause of the explosion. We reiterate our
Outperform rating.
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[Redacted

Equity Research - Integrated Utilities & Merchant Power

Wells Fargo Securities, LLC

Redacted

I certify that:

1)  All views expressed in this research report accurately reflect my personal views about any and all
of the subject securities or issuers discussed; and

2)  No part of my compensation was, is, or will be, directly or indirectly, related to the specific

recommendations or views expressed by me in this research report.

PCG - Rating and Valuation Range Changes

Date Publication Price Rating Valuation Range  Closing Price
12/12/07 NA NotRated NE 46.25

01/30/08  40.82 MARKET PERFORM $43-$45 40.82
03/04/08  38.06 MARKET PERFORM $40-$43 38.54
04/29/08  39.65 MARKET PERFORM $41-$43 39.62
05/19/08  40.47 MARKET PERFORM $43-$44 40.85
06/12/08  39.40 Suspended  NE 39.43

09/16/08  41.18 MARKET PERFORM $43-$45 41.78
10/29/08  36.56 MARKET PERFORM $38-$40 35.60
08/06/09  40.12 MARKET PERFORM $40-$42 40.44
09/18/09  41.03 MARKET PERFORM $42-$44 41.06
12/14/09  44.94 MARKET PERFORM $47-$49 4531
02/22/10  42.54 MARKET PERFORM $45-$47 41.98
09/14/10  44.26 MARKET PERFORM $44-$46 44 .86
10/18/10  46.90 OUTPERFORM  $50-$52 47.21
11/05/10 4845 OUTPERFORM  $51-$53 48.58

Additional information available upon request.

Wells Fargo Securities, LLC or its affiliates may have a significant financial interest in PG&E Corp..
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STOCK RATING

Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed
that of the market over the next 12 months. BUY

Market Perform: The stock appears appropriately valued, and we believe the stock’s total return will
be in line with the market over the next 12 months. HOLD

Underperform: The stock appears overvalued, and we believe the stock's total return will be below the
market over the next 12 months. SELL

SECTOR RATING

O = Overweight: Industry expected to outperform the relevant broad market benchmark over the next
12 months.

M = Market Weight: Industry expected to perform in-line with the relevant broad market benchmark
over the next 12 months.

U = Underweight: Industry expected to underperform the relevant broad market benchmark over the
next 12 months.

VOLATILITY RATING

V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of
the past 24 months or if the analyst expects significant volatility. All IPO stocks are automatically rated
volatile within the first 24 months of trading.

As of: December 15, 2010

45% of companies covered by Wells Fargo Securities, LLC Equity Research are rated Outperform.
53% of companies covered by Wells Fargo Securities, LLC Equity Research are rated Market Perform.
3% of companies covered by Wells Fargo Securities, LLC Equity Research are rated Underperform.

Wells Fargo Securities, LLC has provided investment banking services for 44% of its Outperform-rated
companies.

Wells Fargo Securities, LLC has provided investment banking services for 43% of its Market Perform-
rated companies.

Wells Fargo Securities, LLC has provided investment banking services for 45% of its Underperform-
rated companies.

Important Information for Non-U.S. Recipients

EEA - The securities and related financial instruments described herein may not be eligible for sale in
all jurisdictions or to certain categories of investors. For recipients in the EEA, this report is distributed
by Wells Fargo Securities International Limited (“WFSIL”). WFSIL is a U K. incorporated investment
firm authorized and regulated by the Financial Services Authority. For the purposes of Section 21 of the
UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved
by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the
Markets in Financial Instruments Directive 2007. The FSA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial
Services Compensation Scheme be available. This report is not intended for, and should not be relied
upon by, retail clients.

Australia - Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian

SB GT&S 0458617



financial services license in respect of the financial services it provides to wholesale clients in Australia.
Wells Fargo Securities, LLC is regulated under U.S. laws which differ from Australian laws. Any offer
or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the course of
providing the financial services will be prepared in accordance with the laws of the United States and
not Australian laws.

Hong Kong - This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia
Limited ("WFSAL"), a Hong Kong incorporated investment firm licensed and regulated by the
Securities and Futures Commission to carry on types 1, 4, 6 and 9 regulated activities (as defined in the
Securities and Futures Ordinance, "the SFO"). This report is not intended for, and should not be relied
on by, any person other than professional investors (as defined in the SFO). Any securities and related
financial instruments described herein are not intended for sale, nor will be sold, to any person other
than professional investors (as defined in the SFO).

Japan - This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, a Japanese
financial instruments firm registered with the Kanto Local Finance Bureau, a subordinate regulatory
body of the Ministry of Finance in Japan, to conduct broking and dealing of type 1 and type 2 financial
instruments and agency or intermediary service for entry into investment advisory or discretionary
investment contracts. This report is intended for distribution only to professional customers (Tokutei
Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan
Toushika).

About Wells Fargo Securities, LLC

Wells Fargo Securities, LLC is a U.S. broker-dealer registered with the U.S. Securities and Exchange
Commission and a member of the New York Stock Exchange, the Financial Industry Regulatory
Authority and the Securities Investor Protection Corp.

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the
securities or instruments named or described in this report. Interested parties are advised to contact the
entity with which they deal, or the entity that provided this report to them, if they desire further
information. The information in this report has been obtained or derived from sources believed by Wells
Fargo Securities, LLC, to be reliable, but Wells Fargo Securities, LLC, does not represent that this
information is accurate or complete. Any opinions or estimates contained in this report represent the
judgment of Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the
purposes of the U K. Financial Services Authority's rules, this report constitutes impartial investment
research. Each of Wells Fargo Securities, LLC, and Wells Fargo Securities International Limited is a
separate legal entity and distinct from affiliated banks. Copyright © 2010 Wells Fargo Securities, LLC.

THANK YOU FOR RECEIVING WELLS FARGO SECURITIES, LLC RESEARCH. TO UNSUBSCRIBE
10 THIS MESSAGE REPLY TO THE ABOVE E-MAIL ADDRESS.

This email is subject to a disclaimer, please click on the following link or
cut and paste the link into the address bar of your browser.
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https://www.wellsfargo.com/com/disclaimer/rfidd
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