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PG&E Corporation ecq

Changes at Top Clear Way to Move Forward

Our take: Senior management departures — CEO, COO, SVP of Engineering
— over past 3 weeks reflects the Board’s seriousness about improving
operations in the wake of the San Bruno accident and smart meter deployment
issues; we think the changes will help to address concerns of the CPUC and
interveners, leading ideally to a fair resolution of the San Bruno accident. We
would look for PCG shares to respond favorably to these steps forward.

Chairman and CEO Peter Darbee is retiring quickly on 4/30 after exit plans
in early April by COO Jack Keenan and SVP of Engineering Edward Salas.

PCG’s board has already started the CEO search process and apparently
has a front runner candidate (from outside); we would expect someone with a
strong operational background to reinforce PCG’s commitment to execution.
Lead Director Lee Cox will fill Darbee’s role on an interim basis. As already
stated, PG&E’s management structure will change somewhat with Chris Johns
remaining as President, Geisha Williams in a new role running the electric
business, and a new seasoned executive hire planned to run the gas business.

As we highlighted at length on April 18 (Headwinds Overdone; Upgrade to
Outperform) we think PCG shares offer value at current levels as the risk of
costs from the San Bruno accident is over-priced even at extreme
scenarios. With action by the Board to demonstrate changes at the top,
we think CA stakeholders will appreciate PCG’s commitment to learning
and changing which should ultimately help to resolve the San Bruno
issues in a way that makes the system run better and more safely while
lessening the need to excessively ‘punish’ PCG (remember shareholders
are already planning to absorb $300 MM of costs from the accident).

Share price performance

Financial and valuation metrics

Daily Apr22, 2010- Apr21, 2011 4/22/10= US$43.26

%5
4
B ¢ r ]

Apr-10 Jul-10
e PiCE

Oct-10 Jan-11
=== ndexe®&P500

On 04/21/11 the S&P 500 index closed at 1337.38

Quarterly EPS Q1 Q2 Q3 Q4

2010A 07¢ 091 102 071
2011E 082 104 110 076
2012E — — — —

Year 12/10A 12/11E 12/12E 12/13E
EPS (CS adj.) (US$) 3.41 3.73 3.92 3.74
Prev. EPS (US$) — — — —
P/E (x) 13.3 12.1 1.5 12.1
P/E rel. (%) 86.2 90.2 97.1 —
Revenue (US$ m) 14,420.0 15,090.4 15,872.0 15,393.3
EBITDA (US$ m) 4,598 5,035 5,318 4,945
EV/EBITDA (current) 6.5 6.3 58 6.4
Net debt (US$ m) 12,118 13,627 13,139 13,634
FFO/Interest 3.9 4.3 4.3 3.7
FFO/Total Debt 0.22 0.25 0.26 0.23
Number of shares (m) 397 BV/share (current, US$) 29
Net debt (current, US$ m) 12,518 Dividend (current, US$) 1.82
Net debt/tot. cap. (current, %) 70.3 Dividend yield (%) 4.0

Source: Company data, Credit Suisse estimates.

DISCLOSURE APPENDIX CONTAINS IMPORTANT DISCLOSURES, ANALYST CERTIFICATIONS, INFORMATION ON
TRADE ALERTS, ANALYST MODEL PORTFOLIOS AND THE STATUS OF NON-U.S ANALYSTS. U.S. Disclosure:
Credit Suisse does and seeks to do business with companies covered in its research reports. As a result, investors should be
aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.

SB GT&S 0006680


mailto:dan.eggers@credit-suisse.com
mailto:kevin.cole@credit-suisse.com
mailto:linlin.sun@credit-suisse.com

CREDIT SUISSE% 25 Aprii 2011

Companies Mentioned (Price as of 22 Apr 11)
PG&E Corporation (PCG, $45.18, OUTPERFORM, TP $50.00)

Disclosure Appendix

Important Global Disclosures

I, Dan Eggers, CFA, certify that (1) the views expressedin this report accuratelyreflectmy personal views about all of the subject companiesand
securitiesand (2) no part of my compensationwas, is or will be directly or indirectly related to the specific recommendationsor views expressedin
this report.

See the CompaniesMentionedsectionfor full companynames.
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Theanalyst(s)responsiblefor preparingthis researchreportreceivedcompensationthat is basedupon variousfactorsincludirg CredltSUIsse stotal
revenues, a portion of which are generated by Credit Suisse's investment banking activities.

Analysts’ stock ratings are defined as follows:

Outperform(0): The stock’stotal retum is expectedto outperformthe relevantbenchmark*y at least 10-15% (or more, dependingon perceived
risk)overthe next 12months.

Neutral(N): The stock'stotal retumis expectedto be in line with the relevantbenchmark*(range of £10-15%)overthe next 12 months.
Underperfonm{U): The stock’stotal retumis expectedto underperfomthe relevantbenchmark®™y 10-15%or moreoverthe next 12 months.
*Relevantbenchmarkby region: As of 29" May 2009, Australia,New Zealand,U.S. and Canadianratings are based on (1) a stock’sabsolutetotal

retumpotentialto its currentshare price and (2) the relative attractivenessof a stock’stotal return potentialwithinan a nalyst'scoverageuniverse
with Oufperformsrepresentingthe most attractive, Neutrals the less attractive, and Underperformsthe least attractive investm ent opportu
Some U.S. and Canadian ratings may fall outside the absolute total retum ranges defined above, depending on market conditions and ir
factors. For Latin American,Japanese,and non-JapanAsia stocks, ratings are based on a stock'stotal retum relativeto the a veragetotal refu
the relevant country or regional benchmark; for European stocks, ratings are based on a stock’s total return relative to the an alyst's cov
universe™ For Australianand New Zealandstocks a 22%and a 12% thresholdreplace the 10-15%level in the Outperformand Unde rperforr
rating definitions, respectively, subject to analysts’ perceivedrisk. The 22% and 12% thresholds replace the +10-15%and -10-1 5% levels
Neutral MM(ﬁfM‘%ﬁﬁmwmmg% pelieg Pkl tapplicable law and regulations preciude certain types of communications,

**Anand skecosisisotiaticonipanisbenarestnf Dealitdysteabiripagemeatitsantovestmentbankingtransactionand in certainother

c:rcmtances

Volatility Indicator[V}: A stockis definedas volatile if the stock price has moved up or downby 20%or more in amonthin at least 8 of the past 24
monthsor the analystexpectssignificantvolatilitygoing forward.

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**:
Overweight:industryexpectedto oufperformthe relevantbroad marketbenchmarkover the next 12 months.

MarketWeight:Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
Underweightindustryexpectedto underperfonrihe relevantbroad marketbenchmarkover the next 12 months.
*Ananalyst'scoverageuniverseconsistsof all companiescoveredby the analystwithin the relevantsector.

**Thebroadmarketbenchmarkis based on the expectedretumof the localmarketindex (e.g., the S&P 500 in the U.S.)overthe next’
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Credit Suisse’s distribution of stock ratings (and banking clients) is:

GlobalRatingsDistribution
Outperform/Buy* 47% (62%bankingclients)
Neutral/Hold* 41% (58%bankingclients)
Underperform/Sell* 11% (51%bankingclients)
Restricted 2%
*Forpurposesof the NYSEand NASDratingsdistributiordisclosurerequirementsour stockratingsof OutperformNeutral and Underperformostcloselycomesy
Hold,and Sell, respectivelyhowever the meaningsare notthe same,as our stockratingsare determinecbn a relativebasis. (Pleasereferto definitionsabove. )A

decisionto buyor sella securityshouldbe basedon investmenbbiectivescurrentholdings and otherindividuafactors.

Credit Suisse’s palicy is to update research reports as it deems appropriate,based on developmentswith the subject company, the sector or the
marketthatmay havea materialimpacton the researchviewsor opinionsstated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misiBadingedetailpleasereferto Credit
Suisse’s Policies for Meaneging Conflicts of Inferest in connection with Investment Research:
http:/Awww.cstb.comvresearch-and-enalyfics/disclaimerimanaging_conflicts_disclaimer.himi

CreditSuisse does not provide any tax advice. Any statementherein regardingany US federaltax is not intendedor writtento be used, and cannot
be used, by any taxpayerfor the purposesof avoidingany penalties.

See the CompaniesMentionedsectionfor full companynames.

Price Target: (12 months)for (PCG)

Method:We reachour $50 target price on PG&E Corp. using a zero premiumto grouptraditionalmulitples- currentlywe are usingdiscounted 2013
groupmultiplesof 14x Price to Eamings(P/E).

Risks: Risks to our $50 target price on PG&E Corp include: (1) negative regulatorydecisions that disallow PCG's planned capital spending, ROE
degradation,or non-recoverableO&M (2) unknownliability of San Bruno gas pipe explosion(3) a significantincreasein natural gas prices that raises
the cost of electricity that is passed through to end use customers in PCG's northem Califomia service ferritory, (4) Nislear

Please refer to the fin's disclosurewebsite at www.credit-suisse.com/researchdisclosurder the definitionsof abbreviationstypically used in the
targetpricemethodand risk sections.

See the CompaniesMentionedsectionfor full companynames.

Credit Suisse expects to receive or intends fo seek investmentbanking related compensationfrom the subject company (PCG)within the next 3
months.

As of the date of this report, CreditSuisse Securities(USA)LLC makes a marketin the securitiesof the subjectcompany(PCG)

Important Regional Disclosures
Singaporerecipientsshouldcontacta Singaporefinancialadviserfor any mattersarisingfromthis researchreport.

The analyst(s)involvedin the preparationof this report have not visited the material operationsof the subject company (PCG)within the past 12
months.

Restrictionson certain Canadiansecuritiesare indicated by the followingabbreviations: NVS—Non-Votingshares; RVS--Restrided Voting Shares;
SVS-Subordinaté/oting Shares.

Individualsreceivingthis reportfroma Canadianinvestmentdealerthat is not affiliatedwith Credit Suisse should be advisedthat this reportmay not
containregulatorydisclosuresthe non-affiliatedCanadianinvestmentdealerwould be requiredto make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
http:/mww.csfb.com/flegal_tems/canada_research_policy.shiml.

As of the date of this report, CreditSuisse acts as a marketmakeror liquidity providerin the equitiessecuritiesthat are the subjectof this report.
Principalis not guaranteedin the case of equitiesbecauseequitypricesare variable.
Commissionis the commissionrate or the amountagreedwith a custormerwhen settingup an accountor at anytimeafterthat.

CS may have issueda Trade Alert regardingthis security. Trade Alerts are short term trading opportunitiesidentified by an analyst on the basis of
marketevents and catalysts, while stock ratings reflect an analyst's investmentrecommendationsbased on expectedtotal retum over a 12-month
periodrelativeto the relevantcoverageuniverse. Because Trade Alerts and stock ratings reflectdifferentassumptionsand andytical methods, Trade
Alertsmay differdirectionallyfromthe analyst'sstock rating.

The author(s)of this reportmaintainsa CS Model Portfoliothat he/she regularlyadjusts. The securityor securitiesdiscussedin this reportmaybe a
componentof the CS Model Portfolioand subjectto such adjustments(which, given the compositionof the CS ModelPortfolioas a whole, may differ
from the recommendationin this report, as well as opportunitiesor strategiesidentified in Trading Alerts concerningthe same security). The CS
Model Portfolio and important disclosures about it are available at www.credit-suisse.comvti.

To the extent this is a report authoredin whole or in part by a non-U.S. analyst and is made available in the U.S., the follawing are important
disclosuresregardingany non-U.S.analystcontributors:

The non-U.S. researchanalystslisted below (if any) are not registered/qualifiedas researchanalystswith FINRA. The non-U.S. researchanalysts
listed belowmay not be associatedpersonsof CSSU and therefoe may not be subjectto the NASDRule 2711 and NYSE Rule 472 restrictionson
communications with a subject company, public appearances and trading securities held by a research analyst account.
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TaiwaneseDisclosures:Reportswritten by Taiwan-basedanalysts on non-Taiwanlisted companiesare not consideredrecommendatias to buy or
sell securities under Taiwan Stock Exchange Operational Regulations Governing Securities Firms Recommending Trades in Securities to
Customers.

For Credit Suisse disciosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosuresr call +1 (877)291-2683.

Disclaimerscontinueon nextpage.
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This report is not directedto, or infended for distributionto or use by, any person or entitywho is a citizenor residentof or located in any locality, state, countryor other jurisdiction
where suchdistribution, publication, availabilityor use would be contrary to law or regulationor whichwouldsubjectCreditSuisse AG, the Swissbank, or its subsidiariesor its affliates
(‘CS)to any registrationor licensing requirementwithinsuch jurisdiction. All material presented in this report, unless specificallyindicatedotherwise is undercopyrightto CS. None of
the material nor its content, nor any copy of it, may be alteredin any way, transmittedto, copiedor distributedto any other party, withoutthe priorexpresswrittenpemissiorof CS. All
trademarks servicemarksand logosused in thisreportare trademarksor servicemarksor registeredtrademarksor servicematks of CS or its affiliates.

The information fools and materialpresentedin this reportare providedto you for informationpuposesonly and are not to be used or consideredas an offeror the solicitationof an
offer to sell or to buy or subscribe for securitiesor other financial instruments.CS may not have taken any steps to ensure that the securitiesreferred to in this report are suitable for
any particularinvestor.CS will not treatrecipientsas its customersby virtue of their receivingthe report. The investmentsor servicescontainedor referredto in this reportmaynotbe
suitablefor you and it is recommendedthat you consultan independentinvestmentadvisorif you are in doubt about such investnents or investmentservices.Nothingin this report
constitutesinvestment legal, accountingor tax advice or a representationthat any investmentor strategyis suitable or appropriateto your individualcircumstancesor otherwise
constitutesa personalrecommendatiorto you. CS does not offeradviceon the tax consequencesof investmentand you are advised to contactan independenttax adviser.Please
note in particularthat the basesand levelsof taxationmay change.

CS helievesthe informationand opinionsin the DisclosureAppendixof this report are accurateand complete Informationand opinionspresentedin the othersectionsof the report
were obtainedor derived from sources CS believesare reliable, but CS makesno representationsas to their accuracyor complegness. Additionalinformationis available upon
request. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises
underspecificstatutesor regulationsapplicablefo CS. This reportis not to be relied upon in substitutiorfor the exerciseof independentudgment. CS may have issued, and mayin
the futureissue, a tradingcall regardingthis security. Trading calls are short termtrading opportunitieshased on marketevents and catalysts, while stock ratingsreflectinvestment
recommendationdasedon expectedtotalretumovera 12-monthperiodas definedin the disclosuresection.Becausetradingcals and stockratingsreflectdifferentassumptionsand
analyticaimethods tradingcallsmay differdirectionallyfrom the stock rating. In addition, CS may have issued,and may in the futureissue, otherreportsthat are inconsistentwith, and
reachdifferentconclusionsfrom, the informationpresentedin this report. Those reportsreflect the differentassumptionsviews and analyticalmethodsof the analystswho prepared
themand CS is under no obligationto ensure that such other reports are brought fo the attentionof any recipientof this repart. CS is involved in many businessesthat relate to
companiesmentionedin this report. Thesebusinessesincludespecializedirading, risk arbitrage, marketmaking,and other proprietarytrading.

Past performanceshould not be taken as an indicationor guaranteeof future performance,and no representationor warranty, express or implied, is made regarding future
performance Information opinionsand estimatescontainedin this report reflecta judgementat its original date of publicaton by CS and are subjectto changewithoutnotice. The
price, valueof and incomefromany of the securitiesor financialinstrumentsmentionedin this reportcan fallas well as rise. The value of securitiesand financialinstrumentsis subject
to exchangerate fluctuationthat may have a positiveor adverseeffecton the price or incomeof such securitiesor financialinstruments. Investorsin securities such as ADR's, the
valuesof whichare influencedby cumrencyvolatility effectivelyassumethisrisk.

Structuredsecuritiesare complexinstruments typicallyinvolvea highdegree of risk and are intendedfor sale only to sophidicatedinvestorswho are capableof understandingand
assumingthe risks involved. The marketvalue of any structuredsecurity may be affected by changesin economic, financialand political factors (including, but not limited to, spot and
forward interest and exchange rates), time to maturity, market conditionsand volatility,and the credit quality of any issueror referenceissuer. Any investor inferestedin purchasinga
structuredproductshouldconducttheirowninvestigatiorandanalysisof the productand consuliwiththeirownprofessionabdvisersas to the risks involvedin makingsucha purchase.
Some investmentsdiscussedin this report have a high level of volatility. High volatilityinvestmentsmay experiencesuddenard large falls in their value causing losses when that
investmentis realised. Thoselossesmay equal youroriginalinvestment.Indeed, in the case of someinvestmentsthe potentiallossesmay exceedthe amountof initial investment jin
suchcircumstancesyou may be requiredto pay more moneyto supportthose losses. Incomeyields from investmentsmay fluctuateand, in consequence initialcapital paid to make
the investmentmay be used as part of that incomeyield. Some investmentsmay not be readily realisableand it may be difficultto sell or realise those investments, similarly it may
provedifficultfor youto obtainreliableinformatioraboutthe value, or risks, to whichsuchan investments exposed.

This reportmay providethe addressesof, or containhyperlinksto, websites Exceptto the extentto whichthe reportrefersto websitematerialof CS, CS has not reviewedthe linked
siteand takesno responsibilityfor the contentcontainedtherein. Such addressor hyperlink(includingaddressesor hyperlinis to CS'sownwebsitematerial)is providedsolelyfor your
convenienceand informationand the contentof the linked site does not in any way form part of this document. Accessingsuch website or followingsuch link throughthis reportor
CS'swebsiteshallbe at yourownrisk.

This reportis issuedand distributedin Europe(exceptSwitzerland by CreditSuisse Securities(Europe)Limited, One CabotSauare, LondonE144QJ, England, whichis regulatedin
the UnitedKingdomby The FinancialServicesAuthority(‘FSA”). This report is being distributedin Germanyby Credit Suisse Securities (Europe)LimitedNiederlassung-rankfurtam
Main regulatedby the Bundesanstalifuer FinanzdienstleistungsaufsicitBaFin"). This report is being distributedin the Unitad States by Credit Suisse Securities(USA)LLC ; in
Switzerlandby Credit Suisse AG; in Canadaby Credit Suisse Securities(Canada), Inc.; in Brazil by Banco de InvestimentosCredit Suisse (Brasil) SA. or its affiliates; in Mexicoby
BancoCredit Suisse (México),S.A. (transactionsrelated to the securitiesmentionedin this report will only be effectedin compliancewith applicableregulation);in Japan by Credit
Suisse Securities(Japan)Limited, Financial lInstrumentFirm, Director-Generabf Kanto Local Finance Bureau (Kinsho)No. 66, a memberof Japan SecuritiesDealersAssociation,
The Financial Futures Associationof Japan, Japan Securities InvestmentAdvisersAssociation;elsewherein Asia/Pacificoy whicheverof the followingis the appropriatelyauthorised
entity in the relevantjurisdiction:Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia)Limited, Credit Suisse Securities(Thailand)Limited, Credit Suisse Securities
(Malaysia)SdnBhd, CreditSuisseAG, SingaporeBranch, Credit Suisse Securities(India) PrivateLimitedregulatedby the Secuiitiesand ExchangeBoard of India (registrationNos.
INB230970637 {NF230970637 INB010970631;INFO10970631) having registeredaddress at 9th Floor, Ceejay House,Dr. A B Road, Wotli, Mumbai- 18, India, T- +91-226777
3777, CreditSuisse Securities(Europe)Limited, Seoul Branch, CreditSuisse AG, TaipeiSecuritiesBranch, PT CreditSuisse Securities Indonesia,and elsewherein the world by the
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been preparedby a registeredSenior
BusinessPerson. Researchprovidedto residentsof Malaysiais authorisedby the Head of Researchfor Credit SuisseSecurities(Malaysia)Sdn. Bhd., to whom they should direct
any querieson +60327232020.

In jurisdictionswhere CS is not already registered or licensedto trade in securities, transactionswill only be effected in accordancewith applicablesectritieslegislation whichwill vary
from jurisdictionto jurisdictionand may require that the trade be made in accordancewith applicableexemptionsfrom registraion or licensingrequirements Non-U.S.customers
wishingto effecta transactionshouldcontacta CS entity in their local jurisdictiorunlessgoveminglaw pemmitsotherwise U.S. customerswishingto effecta transactionshoulddo so
onlyby contactinga representativeat CreditSuisseSecurities(USA)LLCinthe U.S.

Pleasenote that this reportwas originallypreparedand issuedby CS for distributionto their marketprofessionaland institutional investorcustomers. Recipientswho are not market
professionalor institutionalinvestorcustomersof CS should seek the advice of their independentfinancialadvisorprior o taking any investmentdecisionbased on this reportor for
any necessaryexplanatiorof its contents. This researchmay relateto investmentsor servicesof a personoutsideof the UK or to othermatterswhichare not regulatedby the FSAor
in respectof which the protectionsof the FSA for private customersand/or the UK compensatiorschememay not be available and furtherdetailsas to where thismay be the case
are availableuponrequestin respectof this report.

Any NielsenMediaResearchmaterialcontainedin this reportrepresentsNielsenMediaResearch'sestimatesand does not represent facts. NMR has neitherreviewednor approved
this reportand/orany of the statementsmadeherein.

If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institutionis solely responsiblefor distribution.Clients of that
institutionshouldcontactthat institutionto effecta transactionin the securitiesmentionedin this reportor require furtrer information. This report does not constituteinvestmentadvice
by CreditSuisseto the clients of the distributingfinancialinstitution,and neither Credit Suisse AG, its affiliates,and their respectiveofficers, directorsand employeesacceptany
liability whatsoeverfor any direct or consequentialloss arising from their use of this reportor its content.
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