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Us$42.00

12m price target
Unchanged

Potpourri of California regulatory activity Price Ussat. 2

B Pipeline safety enhancement (PSEP) plan approved, but issues linger RIC: PCG.N BBG: PCG US

Today’s CPUC’s approval of the PSEP implements a prevailing ROE return rather 20 December 2012
than a debt-only return, suggesting a few pennies of incremental EPS. The decision .
largely preserves the October ALJ rec. meaning that PCG will take a $141MM  Iradingdata

write-down for the capital already incurred and ongoing write-downs on future  52-wkrange US$46.51-40.09
spend for the delta between capital incurred and authorized levels. We remain Market cap. US$18.0bn
disappointed that the decision fails to recognize that the majority of the spend is Shares ofs 430m (COM)
driven by new system standards, and not towards financing the PCG’s prior sins. Free float 100%

Avg. daily volume ('000) 654

B Cost of capital and energy efficiency

As expected, the CPUC approved PCG’s allowed ROE at 10.4% on a 52% equity
capital structure and denied the need for a new 586MW gas facility (Oakley). PCG Balance sheet data 12/12E
will also collect one-time energy efficiency incentives from 2010 in 4Q-2012.

Avg. daily value (m) Us$27.2

Shareholders’ equity US$13.0bn
B Still all about the settiement possibilities PIBV (UBS) 1.4x
The CPUC noted in today’s meeting that “it is anticipating the parties to bring Net Cash (debt) (US§14.7bn)
them a settlement agreement ‘early’ in the new year” that would put the long-
. .. . N A . Forecast returns
running San Bruno pipeline investigations and issue behind them. Settlement - —
discussions have been ongoing for the better part of six months Forecast price appreciation +0.2%
Forecast dividend yieid 4.3%
B Valuation — Neutral and $42 target Forecast stock return +4.5%
We maintain our 2012, 2013, and 2014 EPS estimates, which are subject to the Market return assumption 5.3%
final outcome of the San Bruno investigation. Our target is based on applying a 5% Forecast excess return 0.8%
discount to the 2014E group P/E average based on ongoing execution and
regulatory risk associated with San Bruno. EPS (UBS, Us$)
12/12E 12111
UBS Cons.  Actual
Q1 0.89 089 0.58
Q2 0.81 081 1.01
Q3 093 093 1.08
Highlights (US$m) 1210 1211 12112E 1213E 1214 Q4 055 058 093
Revenues 13,841 14,956 15,116 15,715 16,353 12/12E 318 319
EBIT (UBS) 2,578 2,592 2,591 2,621 3,104 12/113E 271 282
Net Income (UBS) 1,338 1,438 1,351 1,202 1,487
EPS (UBS, US$) 342 3.58 3.18 2.71 3.16 Performance (US$)
Net DPS (UBS, US$) 179 182 182 182 182 a0 ey oK e (US9) Rel SEPSE 0
Profitability & Valuation 5-yr histav. 12111 12112E 12113E 1214
EBIT margin % 174 173 171 167 190 .
ROIC (EBIT) % 73 65 6.1 58 6.6 200 40
EV/EBITDA (core) x 93 96 97 96 88 100 2
PE (UBS) x 135 12.0 132 155 132 e 0
Net dividend yield % 39 42 43 43 43 g g §§§§(§_§ 5 i f (E e
Source: Company accounts, Thomson Reuters, UBS estimates. (UBS) valuations are stated before goodwill-related charges and other adjustmentsfor o Rel.§ & P 500 (RHS)
abnormal and economic ftems at the analysts' judgement. Sowrce- UBS
Valuations: based on an average share price that year, (E): based on a share price of US$41.92 on 20 Dec 2012 17:11 EST WWW _Ubs. com/investmentresearch
Jimvon Riesemann Julien Dumoulin-Smith Moseh Yang
Analyst Analyst Associate Analyst
jim.vonriesemann@ubs.com julien.dumoulin-smith@ubs.com moseh.yang@ubs.com
+1-212-713-4260 +1-212-7139848 +1-212-7131033

This report has been prepared by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 3.

UBS does and seeks to do business with companies covered in its research reports. As a resulf, 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.
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First Read: PG&E Corp. 20 December2012

m PG&E Corporation

PG&E Corporation operates its business principally through its regulated utility,
Pacific Gas & Electric, which provides both electric and gas transmission and
distribution services, electricity generation, procurement, and transmission; and
natural gas procurement, transportation, and storage. The T&D business serves
5.1 million electric and 4.3 million gas customers in central and northern
California, covering an area of approximately 70,000 square miles. The
company also operates a generation fleet of 6,300 MW, consisting mostly of
hydroelectric and nuclear power.

m Statement of Risk

Factors that could prevent PG&E Corp from achieving our earnings, cash flow
and price target objectives include: adverse regulatory decisions by the
California Public Utilities Commission (CPUC), including rate case decisions
and cost of capital proceedings (CoC), or restrictions placed on the utility by the
CPUC regarding the movement of funds between the utility and parent to meet
its debt service and other financial obligations and to pay dividends on its
common stock, as well as from the federal regulators, FERC. Additional risks
include interest rate and capital markets risk; slowdown in the regional
economy; various risks associated with operating nuclear units; more stringent
environment regulation; adverse market performance requiring unplanned
contributions to the pension plans and other post retirement benefit plans, and
nuclear decommissioningtrust are other significantrisks, among other things.

Separately, the ultimate amount of loss, if any, the utility bears in conjunction
with the San Bruno accident could have a material adverse impact on the
company’s financial condition. The utility believes it will incur additional,
unbudgeted costs for inspection and maintenance of its natural gas transmission
system. If it is determined that the utility didn’t comply with applicable statutes,
regulation, rules, tariffs, or orders in connection with the San Bruno accident or
if it is ordered to pay a material amount of refunds, penalties, or other amounts,
the financial condition of the company could be materially and adversely
affected.
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m Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers and were
prepared in an independent manner, including with respect to UBS, and (2) no
part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analystin
the research report.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is
not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co.
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory
Commission.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage' IB Services’
Buy Buy 50% 31%
Neutral Hold/Neutrai 41% 31%
Sell Sell 9% 20%
UBS Short-Term Rating Rating Category Coverage3 IB Services®
Buy Buy less than 1% 33%
Sell Sell less than 1% 0%

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within
the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

Source: UBS. Rating allocations are as of 30 September 2012.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating Definition

Buy FSR is > 6% above the MRA.

Neutral FSR is between -6% and 6% of the MRA.

Sell FSR is > 6% below the MRA.

UBS Short-Term Rating Definition

Buy Buy: Stock price expected to rise within three months from the time the rating was assigned

because of a specific catalyst or event.

Sell: Stock price expected to fall within three months from the time the rating was assigned

Sell because of a specific catalyst or event.
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell:
Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any,
follows.

UBS Securities LLC: Jim von Riesemann; Julien Dumoulin-Smith; Moseh Yang.

Company Disclosures

Company Name Reuters  12-mo rating Short-term rating Price Price date
PGA&E Corporation”*> %1 PCG.N Neutral N/A US$41.47 19 Dec 2012

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing
date

2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company/entity or one of its affiliates within the past 12 months.

4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services
from this company/entity within the next three months.

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment banking
services are being, or have been, provided.
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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PG&E Corporation (US$)
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Global Disclaimer

This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referredto hereinas UBS.

This documentis for distributiononly as may be permitted by law. it is not directedto, or intended for distributionto or use by, any personor entity who is a citizenor
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary o law or regulation
or would subject UBS fo any registrationor licensing requirementwithin such jurisdiction. it is published solely for information purposes; it is not an advertisement
nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either
express or implied, is provided in relation to the accuracy, completenessor reliability of the information contained in this document (‘the information’), except with
respect to Informationconcerning UBS. The Informationis not intended to be a complete statementor summary of the securities, markets or developmentsreferred
o in the document. UBS does not undertake to update or keep current the information. Any opinions expressed in this document may change without notice and
may differ or be contraryto opinionsexpressedby other business areas or groups of UBS.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation.investmentsinvolve risks, and investors should exercise prudence and their own judgementin
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instrumentsis considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatilein response to fluctuationsin interest rates or other market conditions.Foreign currency rates
of exchange may adverselyaffect the value, price or income of any security or related instrumentreferredto in the document. For investmentadvice, trade execution
or other enquiries, clients should contact their local sales representative.

The value of any investmentor income may go down as well as up, and investors may not get back the full amount invested. Past performanceis not necessarilya
guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage
arising out of the use of all or any of the Information.

Any prices stated in this document are for information purposesonly and do not representvaluationsfor individualsecurities or other financialinstruments. There is
no representationthat any transactioncan or could have been effected at those prices, and any prices do not necessarilyreflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different
results.

Research will initiate, update and cease coverage solely at the discretionof UBS investmentBank Research Management. The analysis contained in this document
is based on numerous assumptions. Differentassumptions could result in materially differentresults. The analyst(s)responsibk for the preparation of this document
may interactwith trading desk personnel,sales personneland other parties for the purpose of gathering, applyingand interpreting market information. UBS relieson
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The
compensation of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment
banking). Analyst compensationis not based on investment banking revenues; however, compensationmay relate to the revenues of UBS investment Bank as a
whole, of which investmentbanking, sales and trading are a part.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market
maker or liquidity provider (in accordance with the interpretationof these terms in the UK) in the financial instruments of the issuer save that where the activity of
liquidity provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such informationis separately
disclosedin this document. For financialinstruments admitted to trading on a non-EUregulated market: UBS may act as a market maker save that where this activity
is carried out in the US in accordance with the definitiongiven to it by the relevantlaws and regulations, such activity will be specificallydisclosedin this document.
UBS may have issued a warrantthe value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and
employees may have long or short positions, trade as principaland buy and sell in instruments or derivativesidentified herein such transactionsor positionsmay be
inconsistentwith the opinionsexpressedin this document.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible
counterparties or professionalclients. UBS Limited is authorised and regulated by the Financial Services Authority (FSA). France: Prepared by UBS Limited and
distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the Autorité des Marchés Financiers (AMF). Where an
analyst of UBS Securities France S.A. has contributedto this document, the documentis also deemed to have been prepared by UBS Securities France SA.
Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur
Finanzdienstleistungsaufsich{BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS SecuritiesEspafia SV, SA. UBS SecuritiesEspafia
SV, SA is regulated by the Comisién Nacionaldel Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributedby UBS
Limited. No informationin this document is providedfor the purpose of offering, marketing and sale by any means of any capita market instruments and servicesin
the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 2499). Accordingly, neither this document nor any other
offering material related to the instruments/servicesmay be utilizedin connection with providing any capital market servicesto persons withinthe Republicof Turkey
withoutthe prior approval of the CapitalMarket Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restrictionon the purchase or sale of
the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia)Oddzial w Polsce.
Russia: Prepared and distributed by UBS Securities CJSC. Switzerland: Distributedby UBS AG to persons who are institutionalinvestors only. Italy: Prepared by
UBS Limited and distributed by UBS Limited and UBS ltalia Sim S.p.A. UBS italia Sim S.p.A. is regulated by the Bank of taly and by the Commissione Nazionale
per le Societa e la Borsa (CONSOB). Where an analyst of UBS ltalia Sim S.p.A. has contributedto this document, the documentis also deemed to have been
prepared by UBS italia Sim S.p.A. South Africa: Distributed by UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorisedFinancial Services
Provider. Israel: UBS Limited and its affiliates incorporated outside Israel are not licensed under the Investment Advice Law. This material is being issued only to
and/or is directed only at persons who are Sophisticatedinvestors withinthe meaning of the Israeli Securities Law, and this materialmust not be relied or acted upon
by any other persons. Whilst UBS Limited holds insurance for its activities, it does not hold the same insurance that would be required for an investmentadvisor or
investment marketer under the relevant Investment Advice Law Regulations. Saudi Arabia: This document has been issued by UBS AG (and/or any of its
subsidiaries, branches or affiliates), a public company limited by shares, incorporatedin Switzerlandwith its registeredoffices at Aeschenvorstadt1, CH-4051 Basel
and Bahnhofstrasse45, CH-8001 Zurich. This publicationhas been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a foreign closed joint stock company
incorporatedin the Kingdom of Saudi Arabia under commercialregister number 1010257812having its registeredoffice at Tatweer Towers, P.O. Box 75724, Riyadh
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorizedand regulatedby the CapitalMarket Authority to conduct securiies business under license number
08113-37. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group,
subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer(a ‘non-US affiliate’) to major US institutionalinvestors only. UBS Securities LLC or
UBS Financial Services Inc. accepts responsibilityfor the content of a document prepared by another non-US affiliate when distributed to US persons by UBS
Securities LLC or UBS FinancialServices Inc. All transactions by a US personin the securitiesmentionedin this documentmust be effected through UBS Securities
LLC or UBS Financial Services Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in
Canada and a Member-Canadianinvestor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise
exempt from registration. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributedby UBS SecuritiesPte. Ltd. {mica (p) 016/11/2011and Co.
Reg. No.: 198500648C]or UBS AG, Singapore Branch. Please contact UBS SecuritiesPte. Ltd., an exempt financial adviser under the Singapore FinancialAdvisers
Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financialadviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed
under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the
analysis or document. The recipients of this document represent and warrant that they are accredited and institutionalinvestors as defined in the Securities and
Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Lid. to institutional investors only. Where this document has been prepared by UBS
Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, publisher and distributor of the document. Australia: Distributed by UBS AG (Holder of
Australian Financial Services License No. 231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). The
informationin this document has been preparedwithouttaking into account any investor’s objectives, financialsituation or needs, and investors should, before acting
on the Information, consider the appropriatenessof the information, having regard to their objectives, financial situation and needs. If the information containedin
this document relates to the acquisition,or potentialacquisitionof a particularfinancialproduct by a ‘Retail’ client as defined by section 761G of the CorporationsAct
2001 where a Product Disclosure Statementwould be required, the retail client should obtain and considerthe Product Disclosur Statementrelatingto the product
before making any decisionabout whetherto acquire the product. New Zealand: Distributedby UBS New Zealand Lid. The informationand recommendationsin this
publicationare provided for generalinformation purposes only. To the extent that any such informationor recommendationsconstitute financialadvice, they do not
take into account any person’s particular financial situation or goals. We recommend that recipients seek advice specific to their circumstancesfrom their financial
advisor. Dubai: The research preparedand distributed by UBS AG Dubai Branch is intended for ProfessionalClients only and is not for further distributionwithinthe
United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This document may have been edited or contributedto from time to
time by affiliatesof UBS SecuritiesPte. Lid., Seoul Branch. Malaysia: This materialis authorizedto be distributedin Malaysia by UBS Securities Malaysia Sdn. Bhd
(253825-x).India: Prepared by UBS Securities India Private Ltd. 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051.
Phone: +912261556000SEBI! Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431,BSE (Capital Market
Segment) INB010951437.

The disclosurescontainedin research documents produced by UBS Limited shall be governed by and construedin accordance with English law.

UBS specifically prohibitsthe redistributionof this documentin whole or in part withoutthe written permissionof UBS and UBS accepts no liabilitywhatsoeverfor the
actions of third parties in this respect. Images may depict objects or elements which are protectedby third party copyright, trademarks and other intellectualproperty
rights. @ UBS 2012. The key symboland UBS are among the registered and unregisteredtrademarksof UBS. All rights reserved.
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