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Project New PCG

New CEO lays out costs, earnings and long-term value

PCG held its first earnings call since Tony Earley took over as CEO. PCG initiated
2012 guidance of $3.10-$3.30/sh, well below us at $3.61 and consensus of
$3.66/sh. This is primarily due to $200M of unrecoverable costs on operational

spend. PCG expects a comparable amount in 2013. PCG plans to forego a dividend

increase in 2012 as well. Most importantly to us though, Earley indicated the
company intends to earn its allowed ROE in 2014, Thus, PCG should eventually
return to a more normal operating status. We look for more clarity at EEI.

Large capex and opex spend, high equity issuances

PCG targets to spend $200M in 2012 and a comparable amount in 2013 on
additional resources to accelerate gas and electric operations and customer
service improvements. These costs are incremental to the spend in 2011, and to
the spend in the OIR. PCG has a healthy $4.8B capex budget in 2012 including
~$380M of pipeline safety spend. PCG estimates $600M of equity in 2012, in
addition to the $400M in 2011. In addition PCG will take charges for Hinkley,
some OIR expense and near-term unrecovered third party liability costs.

Lowering estimates to a reasonable downside case

We are lowering our 2012-2014 estimates to $3.17, $3.01 and $3.42/sh. Our
major assumptions include $150M of unrecoverable OIR costs, $200M of other
costs, and a $500M fine. In 2013 we cut the CPUC ROE to 10.5%, the FERC
ROE to 11.5% and a 50% equity ratio. We issue $1.1B of equity in 2012 and
$400M in 2013. Our prior 2012-2014 estimates were $3.61, $3.60 and $3.78.

Moving to 2014 valuation, lowering PO to $44
We value PCG on 13x 2014 estimates, an average multiple to the group on our
downside case estimate. Risks are liability related to the explosion, regulatory

changes, unrecoverable costs.

Estimates (Dec)
{Uss) 20084  2010A 201ME  2012E  2013E
EPS 320 343 3.55 317 3.01
GAAP EPS 320 284 224 1.96 3.01
EPS Change (YoY) 6.0% 72% 3.5% -10.7% S5.0%
Consensus EPS (Bloomberg) 352 3867 363
DPS 1.68 1.82 1.82 1.82 1.89
Valuation (Dec)

20094 2010A 201ME  20M2E  2013E
PE 12.8x 11.9x 11.5x 12.9x 13.6x
GAAP PIE 12.8x 14.4x 18.2x 20.8x 13.6x
Dividend Yield 4.1% 4.5% 4.5% 45% 46%
EV/EBITDA* 11.2x 10.9x 11.7x 11.5x 9.2x
Free Cash Flow Yield* -5.6% 3.7% 2.5% -8.3% -8.1%

* For full definitions of i@method™ measures, see page 9.

BofA Merrill Lynch does and seeks to do business with
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Key Changes

{Uss) Previous Current
Price O, 4700 4400
2011ERev (m) 150842 150054
2012ERev (M) 154905 15604.3
2013ERev (M) 153590 155224
2012EEPS 361 317
2013EEPS 380 301

. As a result, investors should be aware that the firn
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iOprofile” PG&E Corporation

|| iOmethod *" —Bus Performance”

{Us$ Millions) 2000A 2010A 2011E 2012E 2013E
Retum on Capital Employed 4.8% 4.0% 3.3% 31% 41%
Return on Equity 125% 124% 123% 10.7% 9.8%
Operating Margin 17.7% 16.%% 20.4% 19.3% 20.0%
Free Cash Flow 919) (59) (404) (1,353) (1,321)
i0method ™ — Cuiality of Earnings*

(US$ Millions) 2000A 2010A 2011E 2012E 2013E
Cash Reallization Ratio 2.5% 24x 2.6x 2.6x 2.4x
Asset Replacement Ratio 2.3x 20x 24x 26% 2.3x
Tax Rate 27.2% 33.0% 39.0% 39.0% 30.0%
Net Debt-to-Equity Ratio 100.7% 108.7% 114.3% 116.5% 121.5%
Interest Cover 34x 34x 2.9 2.6x 3.3x
Incorme Statement Data (Dec)

(Us$ Millions) 20097 2010A 2011E 2012E 2013E
Sales 13,399 13,841 15,005 15,604 15,522
% Change -84% 3.3% 9.1% 34% 05%
Gross Profit 8397 8,652 9,836 10,322 10,218
% Change 3.5% 3.0% 13.7% 4.%% -1.0%
EBITDA 4118 4,240 3,942 4,020 5,047
% Change 86% 3.0% -10% 22% 25.3%
Net Interest & Other Income 672) (675) (764) (843) (42)
Net income (Adjusted) 1,234 1,345 1,420 1,332 1,318
% Change 14.2% 9.0% 5.6% 6.2% 11%
Free Cash Flow Data (Dec)

(US$ Millions) 20094, 2010A 2011E 2012E 2013E
Net Income from Cont Operations (GAAP) 1234 1,113 895 826 1,318
Depreciation & Amortization 1,752 1,905 1,711 1832 1,945
Change in Working Capital (814) (861) 0 0 0
Deferred Taxation Charge 809 756 (100) (50) (50)
Other Adjustments, Net 58 293 1,164 873 0
Capital Expenditure (3,958) (3,802) 4,074) 4,834) (4,534)
Free Cash Flow 919 -596 -404 1,353 1,321
% Change 4.6% 35.1% 32.2% -2351% 24%
Balance Sheet Data (Dec)

(US$ Millions) 2009A 2010A 2011E 2012E 2013E
Cash & Equivalents 1,160 854 56 14 266
Trade Receivables 2,280 2,387 2,387 2387 2387
Other Current Assets 2217 2,301 1,541 1,091 1,091
Property, Plant & Equipment 28892 31,449 33,408 35,987 38,576
Other Non-Current Assets 839% 9,034 9,034 9634 9,634
Total Assets 42,945 46,025 46,426 49,113 51,953
Short-Term Debt 1175 1,662 1,662 1,662 1,662
Other Current Liabilities 5252 5119 4,556 4,556 4,556
Long-Term Debt 11,54 11,733 12,229 13,806 15,806
QOther Non-Current Liabilities 14,339 15,977 15,877 15,827 15,777
Total Liabilities 32,360 34,491 34,324 35,851 37,801
Total Equity 10,585 11,534 12,102 13,262 14,152
Total Equity & Liabilities 42,945 46,025 46,426 49,113 51,953

* For full definitions of iQ@merhod™ measures, see page 9.

Campany Description

PG&E Corp is one of the largest combination
natural gas and electric utilities in the United States
and the third largest regulated utility in our
coverage universe. Based in San Francisco,
Califomia, the company primary business is the
transmission and delivery of energy. The company
provides natural gas and electric service to
approximately 15 million people throughout a
70,000-square-mile service area to most of the
northem two-thirds of Califomia.

Investment Thesis

PCG offers a compelling regulated growth story that
should retum to a more normmal operating state post
the San Bruno aftermath. PCG benefits from very
supportive state regulation in CA. We project
eamings growth of 6-7% LT driven by a 7% growth
in ratebase, through investments in transmission
and distribution and generation. Ve expect PCG to
increase the dividend as eamings grow LT.

Stock Data
Average Daily Volume 3,282,824
Quarterly Eamings Estimates

2010 2011
o 0.79A 0.58A
Q2 0NA 1.02A
Q3 1.02A 1.08A
4 0.72A NA

SB GT&S 0224055



Bankof America =
Merrill Lynch

04 November 2011

We believe things will remain difficult for
some time for the company, however we
believe PCG should return to a more
normal operating status in the 2014
timeframe

PCG initiated 2012 guidance of $3.10-
$3.30 per share, well below expectations.
However, 2012 guidance does not include
any fines or penalties that may result,
and assumes the PSEP goes in as
proposed.

PCG should file its next T&D rate case for
new rates by 2014. PCG expects that
many operating costs will be trued up
then.

PG&E Corporation

Earnings call takeaways

We continue to view San Bruno as a major overhang on the PCG story. We
believe things will remain difficult for some time for the company. However, we
believe management is taking the right steps to fix the company. While Edison
(EIX, $41.13, B-1-7) remains our preferred California utility, we believe PCG
should return to a more normal operating status in the 2014 timeframe.

Longer-term we believe the company will be well positioned given its rigorous
operational improvements and could see some earnings upside from potential
recovery of pipeline capex spend. Finally, we continue to see CA as a
constructive regulatory environment with LT rate base growth at the utilities from
renewables and transmission investments.

2012 guidance initiated, though not a total

write-down in estimate

PCG initiated 2012 guidance of $3.10-$3.30 per share, well below expectations.
While it is definitively conservative, most of the assumptions in the guidance are
reasonable and based on current management knowledge. However, 2012
guidance does not include any fines or penalties that may result from San Bruno
and it assumes the pipeline safety enhancement plan (PSEP) as proposed in the
OIR goes in as proposed. We expect fines are likely to come from the Oll case. In
addition, we believe there may be some additional costs disallowed for pass
through in the OIR, and some capex may be moderated.

While these costs will likely be considered one-time, the charge and resulting
equity may impact operating earnings. It is unclear to us if this is the worst that
2012 guidance will get. That said, we note most investors have essentially written
off 2012 anyway, and we expect more normalized earnings by 2014.

PCG should file its next electric T&D and gas distribution rate case in 2013 with
new rates in by 2014. It will file a gas transmission & storage rate case in 2014 for
new rates by 2015. Thus, PCG expects that many operating costs will be trued up
then, with the majority to be covered by the electric and gas distribution case.

San Bruno costs

We summarize the costs associated with the San Bruno disaster and its
aftermath as follows:

w 2011: $350-$550M of direct costs: PCG expects direct costs for San Bruno
to be $350-$550M in 2011, unchanged from previous expectations.

m 2011: $155-$380M of third party liability provision: These are costs that
the company expects to eventually recover from insurance. PCG booked a
$220M provision in 2010. While we expect eventual recovery, PCG does not
book the insurance recovery until the money is collected. In the meantime,
these charges are treated the same as direct costs in which it is a hit to
GAAP eamings, cash and the equity layer. YTD PCG has recovered $60M.

wm  2012: $200M of unrecoverable operating costs: PCG sees $200M of
unrecoverable costs in 2012 on additional resources to accelerate gas and
electric operations and customer service. The company also sees a
comparable amount in 2013.
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w  2012: $0-$225M of third party liability provision: We estimate $115M of
third party liability charges in our 2012 estimate. If PCG is towards the higher
end of this, it could raise our equity need for 2012 or for 2013.

m 2012: $100-$200M of unrecoverable pipeline safety spend: PCG has
proposed as part of its OIR filing that shareholders will absorb $53M of costs
for future work associated with existing regulations. This amount, plus some
additional spend makes up this line item. We estimate $150M of
unrecoverable pipeline safety spend in our estimate.

As stated above, PCG does not include any estimated fines or penalties in its
2012 costs. We estimate a fine of $500M as part of the Oll.

w  2012: $500M (BofAML estimate) of fines and penalties: The Order
Instituting Investigation (Oll) will likely resutt in fines for PCG. We estimate a
fine of around $500M, which is a worst case scenario in our view. One
important point to note is that fines and charges directly impact equity and
thus must be funded almost 1 to 1 with equity.

Other costs (Hinkley)

PCG will also book some costs associated with Hinkley environmental
remediation and the Rancho Cordova disaster.

m  2011: $125M environmental provision related to Hinkley: PCG took a
$125M incremental pre-tax provision for environmental costs at Hinkley, CA
in 3Q 2011. As a reminder, PCG has already booked a $54M provision.

w  2011: $38M charge related to Rancho Cordova: PCG increased the
charge related to Rancho Cordova from $26M to $38M based on the ALJ
proposed order.

w  2012: $0-$100M provision on additional environmental spend at
Hinkley: PCG has estimated that Hinkley could cost up to an additional
$100M in 2012 based on some of the requirements of the Lahontan Water
Board. We conservatively estimate a $50M charge in 2012, though we note
that PCG has said that it is trying to work with the Water Board on a more
reasonable outcome.

Other factors affecting earnings

We have PCG meaningfully underearning (particularly for a CA utility) in 2012
and 2013. Much of this underearning is related to the costs detailed above. In
addition there are some other factors we detail below:

m  Half of CWIP earnings offset by miscellaneous costs: Previously PCG
has been able to earn its allowed ROE on rate base including CWIP
(Construction Work in Progress). However as other earnings such as energy
efficiency and tax benefits have gone away, PCG estimates that
miscellaneous costs such as advertising and charitable expenses will offset
half the CWIP earnings (about $0.10/sh hit annually). We estimate CWIP as
$1.6B annually in 2012-2014.

m  Lower gas storage revenues and higher litigation costs: Due to lower
commodity prices and a smaller natural gas basis, PCG is seeing lower gas
storage revenues. We estimate this is a $0.10/sh earnings hit in 2012.
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PCG has decided to forego its dividend
increase in 2012, as it did in 2011, We
believe this is the politically sensitive and
prudent thing to do. We believe even
under worst case scenarios, PCG’s
dividend is safe.

PG&E Corporation

Equity needs

PCG will have significant equity needs over the next several years as it funds its
robust base capex program and improves its equity layer for charges taken on
San Bruno and other costs. Our equity assumptions are as follows:

w  ~$400M YTD 2011: PCG has issued $400M of equity in 2011 to fund capex
and San Bruno charges and provisions.

w  $1.1B in 2011 (includes $500M for fines): PCG estimates it will need
$600M of incremental equity from now until the end of 2012 fo fund capex,
operational costs, and provisions related to San Bruno, and maintain its 52%
equity ratio at the utility. We estimate PCG may also need to do another
$500M of equity eventually to fund our estimated fine. PCG expects to do
$250M through its DRIP, and may fund the remaining equity either through a
DRIBBLE or secondary offering.

m $400M in 2013: We estimate $400M of equity in 2013. This is primarily to
fund capex. We assume PCG’s utility equity ratio is cut to 50% from 52%. If
the equity ratio remains 52% it could modestly increase the equity needs,
though it will also result in higher earnings.

m  $600M in 2014: Again the majority of this is to fund capex. In addition, we
only assume an incremental $100M of insurance recoveries booked by 2014.
Our estimate could prove conservative if the insurance recoveries come in
faster than expected. Our consolidated equity ratio is around 45-46% in 2013
and 2014. PCG will likely plan to grow this over time.

Forgoing dividend increase in 2012

PCG has decided to forego its dividend increase in 2012, as it did in 2011. We
believe this is the politically sensitive and prudent thing to do. PCG remains at a
low payout ratio, and with expected long-term stable earnings, we expect PCG to
potentially resume its dividend increases in 2013. We believe even under worst
case scenarios, PCG’s dividend is safe.

3Q 2011 earnings; base business on track

PCG reported 3Q 2011 operating earnings of $1.08 per share, above our
estimate and consensus of $1.06 per share. Earnings were benefitted by base
rate increases from the GRC.

Schedule of regulatory events

PCG has a busy regulatory calendar ahead. The following are timeframes we
expect decisions and rulings:

w  December 2011: CPUC San Bruno investigation report

m  1H 2012 (likely mid-year): OIR decision; will include capex spend for PSEP
plan and

m  2H 2012 (latter part of 2012): Oll ruling, likely will result in fines

m  Late 2012/early 2013: Cost of capital ruling in California. We assume PCG’s
equity ratio is cut to 10.5% and the equity ratio is cut to 50%.
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Model updates

We are lowering our 2011-2014 estimates to $3.55, $3.17, $3.01 and $3.42/sh.
Our prior 2011-2014 estimates were $3.55, $3.61, $3.60 and $3.78/sh. Our mode!
adjustments are detailed above and summarized below:

w  We assume $1.6B of CWIP annually 2012-2014.

o Our rate base inclusive of CWIP is $26.1B in 2012, $27.95B
in 2013 and $29.8B in 2014. Some rate base growth is
impacted by bonus depreciation.

m  We increased our capex assumptions in-line with the company’s
estimates to about $4.8B in 2012.

w  Assume $600M of unrecoverable costs in 2011: this includes $450M of
San Bruno direct costs, $125M for the Hinkley provision, and $25M of
litigation and other costs.

o We also separately assume $270M of third party liability,
but believe this will be recovered over time through insurance.

w  Assume $900M of unrecoverable costs in 2012: this includes $200M of
operational costs, $150M for the PSEP, $50M of incremental Hinkley spend,
and $500M of fines and penailties.

o We also separately assume $115M of third party liability,
but believe this will be recovered over time through insurance.

w  We issue $400M of equity in 2011, $1.1B in 2012, $400M in 2013 and
$600M in 2014. This equity is to fund capex and San Bruno-related
expenses.

m  We assume approximately half the CWIP earnings are offset by
miscellaneous costs.

m  We assume a modest earnings hit due to lower gas storage revenues
over the next few years.

w  We assume a 50% equity ratio in 2013. We had previously assume a
bigger cut to 48%.

w  We now assume a 10.5% CPUC jurisdictional ROE and 11.5% FERC
ROE beginning in 2013. This results in a weighted average allowed ROE of
about 10.65%. The current CPUC ROE is 11.35% and FERC ROE of 12%.

Tables 2 and 3 highlight our financial summary and modeling assumptions for
PCG.
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Table 1: Financial Sumary

PG&E Corporation

Financial Summary
EPS

Diluted Shares Qutstanding
Dividends Per Share
DividendYieid

Dividend Payout Ratio
Equity Ratio

FFO/Net Debt

Valuation Metrics
P/E
Price/Book

Segment EPS
Utility

Parent

Total EPS

Utility
Realized ROE
Average Rate Base

2011E 2012E 2013E 2014E
$3.55 $3.17 $3.01 $3.42
399 421 437 450
$1.82 $1.82 $1.89 $1.97
4.4% 4.4% 4.6% 4.8%
51% 57% 63% 58%
47% 46% 45% 46%
27% 22% 18% 19%
11.5x 13.0x 13.6x 12.0x
1.4x 1.3x 1.3x 1.2x
$3.65 $3.19 $3.02 $3.43
0.10) (0.02) 0.01) 0.01)
$3.55 $3.17 $3.01 $3.42
11.8% 9.9% 9.5% 10.4%
$23,693 $26,051 $27,946 $29,781

Source: BofA Merrill Lynch Global Surmary

Table 2: Modeling Assumptions

Assumptions 2011E 2012E 2013E 2014E
Total Capital Spending by Segment ($M)
Electric Distribution $1,250 $1,400 $1,400 $1,350
Gas Distribution 375 500 500 458
Generation 375 550 375 433
Common Plant 350 425 350 375
Electric Transmission 950 775 950 892
Gas Transmission 200 275 200 225
AMI & Other 165 125 0 0
Solar PV 290 275 290 285
Cornerstone 119 125 119 119
Pipeline Safety 0 384 350 350
Total Capex $4,074 $4834  $4,534  $4487
Financings ($M)
Total Equity Issued/(Repurchased $400 $1,100 $400 $600
Total Debt Issued/(Repurchased) 900 2,000 2,000 1,300
Sales Forecast
Electric Customer Growth 0.0% i 0.0% 0.0% 0.0%
Gas Customer Growth 1.8% i 1.8% 1.8% 1.8%
Source: BofA Mexrill Lynch Global Surmary
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US - Electric Utilities/Competitive Power Coverage Cluster

PG&E Corporation

Price objective basis & risk

PGE&E Corporation (PCG)

Our $44 price objective assumes a P/E of 13x 2014E earnings. This is in line with
the industry average. Risks to our outlook are: 1) liability related to the San Bruno
explosion, 2) lower than expected return and equity layer in cost of capital case in
2012 and 3) Any unforeseen changes to California regulation.

Link to Definitions
Energy

Click here for definitions of commonly used terms.

Analyst Certification

|, Steve Fleishman, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. |
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this

research report.
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PG&E Corporation

US - Electric Utilities/Campetitive Power Coverage Cluster

Investrrent rating Company BofAMerrill Lynch ticker Bloomberg symbol  Analyst
UNDERPERFORM
Consolidated Edison ED EDUS Steve Fleishman
DTE Energy DTE DTEUS Steve Fleishman
Entergy ETR ETRUS Steve Fleishman
Hawaiian Electric Industries HE HEUS Steve Fleishman
Portland General Electric Company POR PORUS Steve Fleishman
SCANA Corp. SCG SCGUS Steve Fleishman
TECO Energy TE TEUS Steve Fleishman
UIL Holdings ulL UILUS Steve Fleishman
RSIR
DPL Inc. DPL DPLUS Steve Fleishman

iOmethod™ Measures Definitions

Business Performance

Retum On Capital Employed

Numerator
NOPAT = (EBIT + Interest Income) * (1 - Tax Rate) + Goodwill
Amortization

Dencminator
Total Assets —Current Liabilities + ST Debt + Accumulated Goodwill
Amortization

Retum On Equiity Net Income Shareholders’ Equity
Operating Margin Operating Profit Sales
Eamings Growth Expected 5-Year CAGR From Latest Actual NA
Free Cash Flow Cash Flow From Operations — Total Capex NA
Quality of Eamings
Cash Reallization Ratio Cash Flow From Operations Net Income
Asset Replacement Ratio Capex Depreciation
Tax Rate Tax Charge Pre-Tax Income
Net Debt-To-Equity Ratio Net Debt = Total Debt, Less Cash & Equivalents Total Equity
Interest Cover EBIT Interest Expense
Valuation Toolkit
Price / Eamings Ratio Current Share Price Diluted Eamings Per Share (Basis As Specified)
Price / Book Value Current Share Price Shareholders’ Equity / Current Basic Shares
Dividend Yield Annualised Declared Cash Dividend Current Share Price
Free Cash Flow Yield Cash Flow From Operations — Total Capex Market Cap. = Current Share Price * Current Basic Shares
Enterprise Value / Sales EV = Current Share Price * Current Shares + Minority Equity + Net Debt + Sales
Other LT Liabilities
EV/EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization

iQmethod**is the set of BofA Merilt Lynch standard measures that serve to maintain global consistency under three broad headings: Business Performeance, Quality of Eamings, and validations. The key features of iQmethod are: A consistently
stuctured, detailed, and transparent methodology. Guidelines fomaximize the effectiveness of the camparative valuation process, and to identify some conmon pitfalls.

iQdatabase® is our real-time global research database that is sourced directly from our equity analysts’ eamings models and includes forecasted as well as hisforical data for income statements, balance sheets, and cash flow staterments for
campanies covered by BofA Merill Lynch.

iQprofile™, iQmethod™™ are senvicemarks of Merrill Lynch & Co., Inc.iQdatabase *is a registered service mark of Merrill Lynch & Co., Inc.
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Important Disclosures

PCG Price Chart
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B:Buy, N:Neutral, U: Urderperform, PO : Price abjective, NA : Nolonger valid, NR: No Rating
The Investment Opinion System s contained at the end of the report under the heading "Fundamental Equity Opinion Key". Dark grey shading indicates the security is resfricted with the opinion suspended. Medium grey shading indicates the
security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of [Septenber 30, 2011] or such later date as indicated.

Investment Rating Distribution: Utilities Group (as of 01 Oct 2011)

Coverage Universe Count Percent Inv. Banking Relationships® Count Percent
Buy 82 45.30% Buy 35 4861%
Neutral 46 2541% Neutral 20 65.91%
Sell 53 20.28% Sell 21 45.65%
Investment Rating Distribution: Global Group (as of 01 Oct 2011)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 2073 54.13% Buy 923 49.12%
Neutral 961 25.0%% Neutral 460 52.57%
Seli 79 20.78% Sell 287 38.32%

*Companies in respect of which BofA Merrill Lynch or one of its affiliates has received compensation for investment banking services within the past 12 months. For purposes of this
distribution, a stock rated Underperform is included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B -Medium and C - High. INVESTVENT RATINGS reflect the analyst’'s assessment of a
stock’s: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There
are three investment ratings: 1 - Buy stocks are expected to have a total retum of at least 10% and are the most attractive sbcks in the coverage cluster;
2 - Neutral stocks are expected to remain flat or increase in value and are less atfractive than Buy rated stocks and 3 - Undetperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month tohl retum expectation for a
stock and the fimn’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total refum expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation).

Investment rating Total retum expectation (within 12+month period of date of initial rating)  Ratings dispersion guidelines for coverage cluster*

Buy = 10% < 70%
Neutral =z % < 0%
Underperform NA = 20%

*Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in a Coverage Cluster.

INCOVE RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - sameflower (dividend not considered
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other classification(s). A stock’s coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the stock.

Price charts for the securities referenced in this research report are availeble at http:/pricecharts ml.com, or call 1-80C-VERRILL to have themmeiled.

MLPF&S or one of its affiliates acts as amarket maker for the equity securities reconmended in the report: PGRE Corp.

The company is or was, within the last 12 months, an invesiment banking client of MLPF&S and/or one ormore of its affiliates: PG&E Corp.

MLPF&S or an affiliate has received cmpensatlon from the company for non-investment banking services or products within the past 12 months: PG&E Corp.

The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: PG8E Corp.

MLPF&S or an affiliate has received ca’rpensatm for investment banking services from this company within the past 12 months: PGRE Corp.

MLPF&S or an affiliate expects fo receive or intends to seek compensation for investment banking services from this company or an affiliate of the company
within the next three months: PG&E Corp.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: PG&E Comp.

10

SB GT&S 0224063


http://pricechartsml.com

BankofAmerica'))/
Merrill Lynch PG&E Corporation

04 November 2011

BofA Merrill Lynch Research personnel (including the analys(s) responsible for this report) receive compensation based upon, among other factors, the overall
profitability of Bank of America Corporation, including profits derived from investment banking revenues.

MLPF&S is affiliated with an NYSE Designated Market Maker (DMM) that specializes in one or more securities issued by the subject companies. This affiliated
NYSE DMMmakes a market in, and may maintain a long or short position in or be on the opposite side of orders executed on the Floor of the NYSE in connection
with one or more of the securities issued by these companies: PGRE Comp.

Other Important Disclosures

MLPF&S or one of its affiliates has a significant financial interest in the fixed incame instruments of the issuer. If this report was issued on or after the 8th day of
anmonth, it reflects a significant financial interest on the last day of the previous month. Reports issued before the 8th day of a month reflect a significant financial
interest at the end of the second month preceding the date of the report: PG&E Corp.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
invesiments.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http:/AMmwml.comimedia/d3347 pdf.

"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA
Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questlons conceming this report.

Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research R

MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (shoft name: legal name): Merill Lynch
{France): Merrill Lynch Capital Markets (France) SAS; Merril Lynch (Frankfurt): Merrill Lynch Intemational Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa):
Merill Lynch South Africa (Ply) Ltd.; Merrill Lynch (Milan): Memill Lynch Intemational Bank Limited; MLI (UK): Merrill Lynch Intemational, Merrill Lynch (Australia):
Merili Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Meril Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pe
Ltd.; Merill Lynch (Canada). Memill Lynch Canada Inc; Memill Lynch (Mexico). Merill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina). Merrill
Lynch Argentina SA; Merril Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merill Lynch Intemational Incorporated (Seout Branchy;
Merili Lynch (Taiwan). Memill Lynch Securities (Taiwan) Ltd.; DSP Memil Lynch (India): DSP Merill Lynch Limited; PT Merill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Mermill Lynch (Israel): Merill Lynch Israel Limited; Menill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merill Lynch (Turkey): Merrill Lynch Yatirim
Bankasi A.S.; Memll Lynch (Dubai): Memill Lynch Intemational, Dubai Branch; MLPF&S (Zirich rep. office): MLPF&S Incorporated Zirich representative office;
Merili Lynch (Spain): Memill Lynch Capital Markets Espana, SA.SV.; Merill Lynch (Brazil): Bank of America Merill Lynch Banco Mdltiplo SA.

This research report has been approved for publication and is distributed in the United Kingdom fo professional clients and eligible counterparties (as each is
defined in the rules of the Financial Services Authority) by Merrill Lynch intemational and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom 1o retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch Intemational Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority — details about the extent of its regulation by the Financial Services Authority are available fromit on request;
has been considered and distributed in Japan by Mermill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued and distributed in Taiwan by Memilf Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merill Lynch Limited; and is issued
and distributed in Singapore by Merill Lynch Intemational Bank Limited (Merchant Bank) and Merril Lynch (Singapore) Pte Lid. (Company Registration No.'s F
06872E and 198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch Intemational Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS
License 235132 provides this report in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in
preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation
Authority. No approval is required for publication or distribution of this report in Brazil. Mermill Lynch (Dubai) is authorized and regulated by the Dubai Financial
Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the
DFSA conduct of business rules.

Merrilf Lynch (Frankfurt) distributes this report in Gemmany. Menill Lynch (Frankfurt) is regulated by BaFin.

This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research reportin
the US and accepts full responsibility for research reports of its non-US affiiates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing fo effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to
buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended fo provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, NA.). Investments in general and,
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment, Past performance is not necessarily a guide fo future performance. Levels and basis for taxation may change

This reportmay contain a shori-term trading idea or recommendation, which highlights a specific near-ferm catalyst or event impacting the company or the
market that is anticipated fo have a short-term price impact on the equity securities of the company. Short-term trading ideas and recammendations are different
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total retum expectation and attractiveness for investment relative to other
stocks within its Coverage Cluster. Short-ferm trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating.
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BofA Mermill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability o "short” securities or other
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling” in many jurisdictions. Investors are urged fo seek
advice regarding the applicability of such regulations prior fo executing any short idea contained in this report.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the UK. regulatory regime, including the Financial Services Scherme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrifl Lynch Global Research policies relating fo conflicts of interest are described at
http:/Amww.mi.comimedia/43347 pdf.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities thatmay have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation fo ensure that
such other trading ideas or recommendations are brought fo the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in connection therewith MLPF&S may be deemed fo be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted direclly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and
continues fo act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

right and General Information regarding Research Reports:

Copyright 2011 Merrill Lynch, Pierce, Fenner & Smith Inoorporated All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks
of Merrill Lynch & Co., Inc. iQanalytics®, Qasta’r@ iQdatabase® are registered service marks of Merril Lynch & Oo Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may notbe redish’ibuted, retransmitted or disclosed, inwhole or in part, or in any form ormanner, without the express written
consent of BofA Merill Lynch. BofA Merrill Lynch Global Research reports are distributed simuttaneously to intemal and client websites and other portals by BofA
Merril Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merril Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personne!. BofA
Merril Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their oan legal
advisers as fo issues of law relating to the subject matter of this report. BofA Memll Lynch Global Research personnel’s knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known fo, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to meke any representation or
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personne! from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recormendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or fo be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances froman independent tax professional.

The information herein (other than disclosure information relating to BofA Merril Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your oan risk, and you should always review the temms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such tems and privacy policies and expressly disclainms any liabifity for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary fo keep the investment
recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current. Always refer fo the most recent research report relating fo a company or issuer prior fo making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any
investment opinion relating to such campany or issuer (or its security and/or financial instruments) fo be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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