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REORGANIZATION AGREEMENT

THIS REORGANIZATION AGREEMENT (“Agreement”) is entered into

by and among the undersigned Parties on this day of 200_, with

reference to the following:
RECITALS OF THE PARTIES

A. Pacific Gas & Electric Company (“PG&E”) is the Debtor in a
Chapter 11, Case No. 01-30923 DM (the “Casé”) pending in the United States
Bankruptcy Court for the Northern District of California (the “Court”). The Commission

filed the Plan in the Case to reorganize PG&E.

B. By order dated , 200, the Court confirmed the Plan.

C. The Parties are also currently engaged in the Litigation. This

Agreement and the Plan will resolve, among other matters, the Litigation.

D. The refinancings and issuance of Securities contemplated by the
Plan and this Agreement create an opportunity for PG&E (i) to reorganize and to pay in
full in cash Allowed Claims or to reinstate Allowed Claims as provided in the Plan, (ii) to
issue, and pay, retire, redeem or defease the Securities, and (iii) to achieve Investment
Grade Credit Ratings. Nothing contained in this Agreement shall change the proposed

treatment for Creditors’ claims or equityholders’ interests contained in the Plan.
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E. In the exercise of its police and regulatory powers, the
Commission is entering into this Agreement and shall adopt such decisions and orders as
it deems necessary to implement and carry out the provisions of this Agreement,
including but not limited, to establishing retail electric rates to provide for payment in full

of the Securities in accordance with their respective terms.

NOW, THEREFORE, in consideration of the foregoing, the agreements
set forth herein, and other good and valuable consideration, the receipt and vsufﬁciency of
which are hereby acknowledged, the Parties, intending to be legally bound, hereby agree

as follows:

ARTICLE 1

DEFINITIONS

Section 1.1 Certain Defined Terms. When used in this Agreement, the

following terms shall have the following meanings:

(a) “Agreement” shall have the meaning set forth in the

introductory paragraph.

(b) “Allowed Claims” shall have the meaning ascribed to it in

the Plan, including claims that may be allowed from time to time in the Case.

(c) “Case” shall have the meaning set forth in the Recitals to

this Agreement.
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(d) “Court” shall have the meaning set forth in the Recitals to

this Agreement.

(e) “Commission” shall mean the California Public Utilities
Commission, or such successor agency, and the Commissioners thereof in their official

capacities and their respective successors.

® “Debt” shall mean the debt to be issued or reinstated, as the
case may be, in accordance with the Plan, by PG&E, from time to time, to satisfy
Allowed Claims and to fund the escrow for Disputed Claims in the Case, including any

and all interest thereon or associated costs as provided in such debt instruments.

(g) “Disputed Claims” shall have the meaning set forth in the
Plan.

(h) “Effective Date” shall have the meaning set forth in the
Plan.

(1) “FERC” shall mean the Federal Energy Regulatory
Commission.

) “Investment Grade Credit Ratings” shall mean credit
ratings for the Securities or portions thereof and/or PG&E from any two (2) of Standard
& Poor’s Corporation and Fitch Ratings of BBB- or better and Moody’s Investors

Service, Inc. of Baa3 or better.
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(k) “Litigation” shall mean Pacific Gas & Electric Company,

Plaintiff, vs. Loretta M. Lynch, et al.. Defendants, Case No. C-01-3023-VRW, presently

pending in the United States District Court for the Northern District of California.
@ “Parties” shall mean the Commission and PG&E.

(m)  “Person or Persons” shall mean an individual, partnership,
joint venture, corporation, limited liability company, trust, association or unincorporated

organization, any governmental authority, or any other entity.

(n) “PG&E” shall mean Pacific Gas & Electric Company, a

California corporation, and its successors.

(0) “Plan” shall mean the California Public Utilities
Commission’s and Official Committee of Unsecured Creditors’ Second Amended Plan of
Reorganization Under Chapter 11 of the Bankruptcy Code for Pacific Gas and Electric

Company dated November 6, 2002, as amended from time to time.

(p) “Preferred Shares” shall mean the equity interests to be
issued by PG&E, from time to time to satisfy Allowed Claims and to fund the escrow for
Disputed Claims in the Case, in accordance Wifh the Plan, including any and all interest

or dividends thereon and associated costs as provided in such equity interests.

(@ “Recoverable Costs” shall mean the amounts PG&E is
authorized by the Commission to recover in retail electric rates in accordance with

historic practice for all of its prudently-incurred costs, including capital investment in
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property, plant and equipment, a return of capital and a return on capital and equity to be

determined by the Commission from time to time in accordance with its past practices.

(r) “Recovery Rates” shall mean gross electric retail rates
(including surcharges) sufficient (i) to pay the interest and dividends payable on, and to
provide funding of required reserves for, the Securities, (ii) to allow PG&E to meet its
obligations in respect of scheduled amortization and redemption of the Securities in
accordance with their terms, (iii) to pay all Recoverable Costs, (iv) to facilitate achieving
and maintaining Investment Grade Credit Ratings, and (v) to amortize the Regulatory

Asset.

(s) “Regulatory Asset” shall mean, with respect to this
Agreement and the Plan, a rate action to be taken by the Commission which will increase
PG&E’s rate base by $1.75 billion, with such increase to be amortized over a ten (10)
year period in the amount of $175 million per year.

® “Securities” shall mean the Preferred Shares and the Debt,

as more particularly described on the schedules attached hereto.

(u) “Securities Repayment Period” shall mean the period
commencing on the Effective Date of the Plan and ending on the date that the last of the

outstanding Securities have been paid, redeemed or defeased in full.

Section 1.2.  Capitalized Terms. All terms defined in this Agreement

shall have the meanings ascribed to them in this Agreement or in the Plan, as the case

may be.

LA1:#6244292v4
12:36 PM



Section 1.3.  Incorporation of Recitals. The Recitals are incorporated

herein by reference.

ARTICLE II

RATE STABILIZATION AND COST RECOVERY

Section 2.1 Issuance of Securities. From and after the Effective Date

of the Plan, PG&E shall issue or reinstate Securities as provided in the Plan in an amount
equal to the sum of (a) the Allowed Claims, together with amounts required to be
deposited in escrow for Disputed Claims under the Plan, less (b) PG&E’s available cash
and cash equivalents. The Commission shall adopt such orders or decisions as it deems
necessary to authorize PG&E to issue (or to reinstate) and to fully meet its obligations in
respect of such Securities in accordance with their respective terms and with the Plan.
Amounts deposited in the escrow for Disputed bClaims under the Plan which are not

required to satisfy Allowed Claims shall be used by PG&E to repurchase Securities.

Section 2.2 Rate Stabilization. PG&E shall be authorized to recover in

retail electric rates the interest and dividends payable on, funding of required reserves for,
and other amounts which may be necessary to allow PG&E to meet its obligations in
respect of scheduled amortization and redemption of, the Securities in accordance with
their respective terms. The Commission shall establish retail electric rates for retail
electric customers in PG&E’s service territory at rates sufficient (1) to pay the interest and
dividends payable on, funding of required reserves for, and collection of other amounts

which may be necessary to allow PG&E to meet its obligations in respect of scheduled

amortization and redemption of the Securities in accordance with their terms, (i1) to pay
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all Recoverable Costs, (iii) to amortize the Regulatory Asset, and (iv) to facilitate
achieving and maintaining Investment Grade Credit Ratings, provided, however, that in
no event may such rates be less than Recovery Rates. The Commission shall evaluate the
Recovery Rates of PG&E from time to time, and shall adjust such rates as may be
necessary to assure sufficient revenues to satisfy the requirements of clauses (i) - (iv)

above.

Section 2.3 Credit Rating. The parties acknowledge and agree that the
achievement and maintenance of Investment Grade Credit Ratings is important to the
reorganization of PG&E. All of the Securities _shéll have terms and conditions customary
for securities that are similar to the Securities and which enjoy or have Investment Grade
Credit Ratings. Each of the Parties agrees to provide such information as may be
required by the rating agencies, and to cooperate fully with the rating agencies and the

other party in obtaining Investment Grade Credit Ratings as expeditiously as possible.

Section 2.4 Commission Continuing Jurisdiction. Subject to Article V,

PG&E agrees that the Commission shall retain jurisdiction over PG&E’s retail rates, and
the assets and business of PG&E, in accordance with California law, and shall not seek
during the Securities Repayment Period to contest such jurisdiction,

Section 2.5  Financial Reporting. The Parties will cooperate in

accounting for and reporting the transactions described in the Plan and this Agreement.

Section2.6  Acknowledgment. The Parties acknowledge and agree

that, until this Agreement has terminated in accordance with Section 4.1, the Recovery
Rates shall include the amounts necessary for PG&E to pay all costs associated with the

Securities including, but not limited to, the interest and dividends payable on, and other
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amounts which may be necessary to allow PG&E to meet its obligations in respect of
scheduled amortization and redemption of the Securities in accordance with their terms.

The costs associated with the Securities shall be deemed to have been prudently incurred.

Section 2.7  Regulatory Asset. On or prior to the Effective Date of the
Plan, the Commission shall take such action(s) as may be necessary to create and
implement and thereafter take such action(s) as may be necessary to maintain until fully

amortized, the Regulatory Asset.

ARTICLE III

LITIGATION

Section 3.1  Dismissal of Litigation. On the Effective Date of the Plan

PG&E shall file a motion to dismiss the Litigation, with prejudice, which motion shall be

in all respects satisfactory to the Commission.

Section 3.2 Withdrawal of Certain Applications. Promptly upon the

Effective Date of the Plan, PG&E shall withdrziw certain applications filed with FERC,

the Nuclear Regulatory Commission (“NRC”), and the Securities and Exchange

Commission (“SEC™), as follows:

(a) Applications to Transfer Regulatory Assets filed with the FERC in

Docket Nos. EC02-31, EL02-36, ES02-17, ER02-456, and ER02-455

(b) Applications to Transfer Hydro Assets filed with FERC in Project
Nos. 77-116, 96-031, 137-031, 175-018, 178-015, 233-082, 606-020, 619-095, 803-055,

1061-056, 1121-058, 1333-037, 1354-029, 1403-042, 1962-039, 1988-030, 2105-087,
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2106-039, 2107-012, 2130-030, 2155-022, 2310-120, 2467-016, 2661-016, 2687-022,
2735-071, 2118-006, 2281-005, 2479-003, 2678-001, 2781-004, 2784-001, 4851-004,

5536-001, 5828-003, 7009-004, and 10821-002.

(c) Applications for Certificates of Public Convenience and Necessity

filed with FERC in Docket Nos. CP02-38, CP02-39, CP02-40, CP02-41, and CP02-42.

(d) License Transfer Application filed with the NRC in Docket Nos.

50-275-LT, and 50-323-LT.

(e) Filing with the SEC for Approval under the Public Utilities
Holding Company Act of 1935 to create Electric Generation LLC, ETrans LLC, and

GTrans LLC.
ARTICLE 1V
TERMINATION

Section 4.1  Termination. This Agreement and any orders entered by
the Court contemplated by or required to implement this Agreement shall terminate at the
end of the Securities Repayment Period, provided that all rights of the Parties under this
Agreement and any orders entered by the Court contemplated by or required to
implement this Agreement that vest on or prior to such termination, including any rights
arising from any default under fhis Agreement or the terms of any such orders, shall

survive any such termination for the purpose of enforcing such vested rights.
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ARTICLE V

GENERAL PROVISIONS

Section 5.1  Validity and Binding Effect. The Parties agree not to

contest the validity and enforceability of this Agreement or any order entered by the
Court contemplated by or required to implement this Agreement and the Plan. This
Agreement and any such orders are intended to be enforceable under federal law,
notwithstanding any contrary state law. This Agreement, the Plan, upon becoming
effective, and the orders to be entered by the Court as contemplated hereby and the Plan,
shall be irrevocable and binding upon the Partiévs and their successors and assigns, to the
fullest extent permitted by applicable law, notwithstanding any future decisions and

orders of the Commission.

Section 5.2 Enforcement. The Parties agree that the Court shall retain
jurisdiction over the Parties for all purposes relating to enforcement of this Agreement
and the Plan; provided, however, that except as expressly provided herein or in the Plan

or in any order of the Court, there shall be no interference with the administrative or

judicial processes applicable to Commission proceedings.

Section 5.3 Specific Performance. It is understood and agreed by each

of the Parties hereto that money damages would not be a sufficient remedy for any
material breach of any provision of this Agreement by any Party, and each non-breaching
Party shall be entitled to specific performance and injunctive or other equitable relief as a
remedy for any such breach, without the necessity of securing or posting a bond or other

security in connection with such remedy.
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Section 5.4  Waiver of Sovereign Immunity. In connection with any

action or proceeding concerning the enforcement of this Agreement, the Plan or other
determination of the Parties’ rights under this Agreement or the Plan, the Commission
hereby knowingly and expressly waives all existing and future rights of sovereign
immunity, and all other similar immunities, as a defense. Accordingly, the Commission
hereby consents to the jurisdiction of any court or other tribunal or forum for such actions
or proceedings including, but not limited to, the Court. This waiver is irrevocable and
applies to the jurisdiction of any court, legal process, suit, judgment, attachment in aid of
execution of a judgment, attachment prior to judgment, set-off or any other legal process
with respect to the enforcement of this Agreement, the Plan or other determination of the
Parties’ rights under this Agreement. It is the intention of this Agreement that neither the
Commission, nor any other California entity acting on the Commission’s behalf, may
assert immunity in an action or proceeding, as discussed herein, concerning the Parties’
rights under this Agreement or the Plan.

Section 5.5 Counterparts. This Agreement may be executed in one or
more counterparts, each of which shall be deemed an original, but all of which together
shall constitute one and the same instrument.

Section 5.6 Captions and Paragraph Headings. Captions and paragraph

headings used herein are for convenience only and are not a part of this Agreement and

shall not be used in construing it.

>

Section 5.7  Entire Agreement. This Agreement, together with the Plan
contains the entire understanding of the Parties concerning the subject matter of this

Agreement and, except as expressly provided for herein, supersedes all prior
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understandings and agreements, whether oral or written, among them with respect to the
subject matter hereof and thereof. There are no representations, warranties, agreements,
arrangements or understandings, oral or written, between the Parties hereto relating to the
subject matter of this Agreement and such other documents and instruments which are
not fully expressed herein or therein. This Agreement may be amended or modified only
by an agreement in writing signed by each of the Parties hereto which is filed with and, if

necessary, approved by, the Court.

Section 5.8 Time of Essence. Time is hereby expressly made of the
essence with respect to each and every term and provision of this Agreement. The Parties
acknowledge that each will be relying upon the timely performance by the other of its
obligations hereunder as a material inducement to each Party's execution of this
Agreement.

Section 5.9 No Third Party Beneficiaries. Except as may be

specifically set forth in this Agreement or the Plan, nothing in this Agreement, whether
express or implied, is intended to confer any rights or remedies under or by reason of this
Agreement on any Persons (including, without limitation, any Persons holding claims
against or interests in PG&E) other than the Parties and their respective permitted
successors and assigns, nor is anything in this Agreement intended to relieve or discharge
the obligation or liability of any third Persons to any Party, nor give any third Persons
any right of subrogation or action against any Party.

Section 5.10  Authority; Enforceability. Each Party represents and

warrants to the other that this Agreement has been duly authorized by all action required
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of such Party to be bound thereby, and that this Agreement constitutes valid, binding and
enforceable obligations of such Party.

Section 5.11  Waiver of Compliance. To the extent permitted by

applicable law, any failure of any of the Parties to comply with any obligation, covenant,
agreement or condition set forth herein may be waived by the Party entitled to the benefit
thereof only by a written instrument signed by such Party, but any such waiver shall not
operate as a waiver of, or estoppel with respect to, any prior or subsequent failure to
comply therewith. The failure of a Party to this Agreement to assert any of its rights
under this Agreement or otherwise shall not constitute a waiver of such rights.

Section 5.12  California Law. This Agreement shall be governed by, and

shall be construed and enforced in accordance with, the laws of the State of California,
without giving effect to the conflict of law principles thereof.

Section 5.13  Admissions. This Agreement is a compromise believed by
the Parties to be in the best interests of all concerned parties. Nothing in this Agreement
shall be construed or deemed to be an admission by any of the Parties of any liability or
any material fact in connection with the Litigation.

Section 5.14  Severability. If any provision of this Agreement or the
application thereof to any person or circumstance shall be invalid, illegal or
unenforceable to any extent, the remainder of this Agreement and the application thereof
shall not be affected and shall be enforceable to the fullest extent permitted by law.

Section 5.15  Plan Documents. The Plan, all exhibits thereto, including

but not limited to, the descriptions of the form of Securities to be issued under the Plan,

and the Plan Confirmation Order (collectively, the “Plan Documents”) are incorporated
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herein by referenced. In the event that there are any inconsistencies between this
Agreement and the Plan Documents, the Plan Documents will govern.

IN WITNESS WHEREOF, the Parties have executed this Agreement as of

the date first written above.

PACIFIC GAS & ELECTRIC COMPANY

By:

Title:

CALIFORNIA PUBLIC UTILITIES COMMISSION

By:

Title:

COMMISSIONERS IN THEIR OFFICIAL CAPACITY

Loretta M. Lynch

Henry M. Duque

Carl W. Wood

Geoffrey F. Brown

Michael Peevey
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REORGANIZATION AGREEMENT

THIS REORGANIZATION AGREEMENT (“Agreement”) is entered into

by and among the undersigned Parties on this day of 200 , with

reference to the following:

RECITALS OF THE PARTIES

A. Pacific Gas & Electric Company (“PG&E”) is the Debtor in a
Chapter 11, Case No. 01-30923 DM (the “Case”) pending in the United States
Bankruptcy Court for the Northern District of California (the “Court™). The Commission

has-filed the Plan in the Case to reorganize PG&E.

B. By order dated ,200 | the Court confirmed the Plan.

C. The Parties are also currently engaged in the Litigation. This

Agreement and the Plan will resolve, among other matters, the Litigation.

D. The refinancings and issuance of Securities contemplated by the
Plan and this Agreement create an opportunity for PG&E (i) to reorganize and to pay in
full in cash Allowed Claims or to reinstate Allowed Claims as provided in the Plan, (ii) to
issue, and pay, retire, redeem or defease the Securities, and (iii) to achieve Investment
Grade Credit Ratings. Nothing contained in this Agreement shall change the proposed

treatment for Creditors’ claims or equityholders’ interests contained in the Plan.
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E. In the exercise of its police and regulatory powers, the
Commission is entering into this Agreement and shall adopt such decisions and orders as
it deems necessary to implement and carry out the provisions of this Agreement,
including but not limited, to establishing retail electric rates to provide for payment in full

of the Securities in accordance with their respective terms.

NOW, THEREFORE, in consideration of the foregoing, the agreements
set forth herein, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties, intending to be legally bound, hereby agree

as follows:

ARTICLE I

DEFINITIONS

Section 1.1 Certain Defined Terms. When used in this Agreement, the

following terms shall have the following meanings:

(a) “Agreement” shall have the meaning set forth in the

introductory paragraph.

(b) “Allowed Claims” shall have the meaning ascribed to it in

the Plan, including claims that may be allowed from time to time in the Case.

©) “Case” shall have the meaning set forth in the Recitals to

this Agreement.
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(d) “Court” shall have the meaning set forth in the Recitals to

this Agreement.

(e) “Commission” shall mean the California Public Utilities
Commission, or such successor agency, and the Commissioners thereof in their official

capacities and their respective successors.

€y “Debr” shall mean the debt to be issued or reinstated, as the
case may be, in accordance with the Plan, by PG&E, from time to time, to satisfy
Allowed Claims and to fund the escrow for Disputed Claims in the Case, including any

and all interest thereon or associated costs as provided in such debt instruments.

(2) “Disputed Claims” shall have the meaning set forth in the
Plan.

(h) “Effective Date” shall have the meaning set forth in the
Plan.

(1) “"FERC” shall mean the Federal Energy Regulatory
Commission.

) “Investment Grade Credit Ratings” shall mean credit

ratings for the Securities or portions thereof and/or PG&E from bethany two (2) of

Standard & Poor’s Corporation_and Fitch Ratings of BBB- or better and Moody’s

Investors Service, Inc. of Baa3 or better.
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(k) “Litigation” shall mean Pacific Gas & Electric Company,

Plaintiff, vs. Loretta M. Lynch, et al., Defendants, Case No. C-01-3023-VRW, presently

pending in the United States District Court for the Northern District of California.
) “Parties” shall mean the Commission and PG&E.

(m)  “Person or Persons” shall mean an individual, partnership,
joint venture, corporation, limited liability company, trust, association or unincorporated

organization, any governmental authority, or any other entity.

(n) “PG&E" shall mean Pacific Gas & Electric Company, a

California corporation, and its successors.

(0) “Plan” shall mean the California Public Utilities

Commission-ptan’s and Official Committee of reorganizationfor PG&E-nlnsecured

Creditors’ Second Amended Plan of Reorganization Under Chapter 11 of the

Gase;Bankruptcy Code for Pacific Gas and Electric Company dated November 6,

2002, as amended from time to time.

(p) “Preferred Shares” shall mean the equity interests to be
1ssued by PG&E, from time to time to satisfy Allowed Claims and to fund the escrow for
Disputed Claims in the Case, in accordance with the Plan, including any and all interest

or dividends thereon and associated costs as provided in such equity interests.

@) “Recoverable Costs” shall mean the amounts PG&E is
authorized by the Commission to recover in retail electric rates in accordance with

historic practice for all of its prudently-incurred costs, including capital investment in
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property, plant and equipment, a return of capital and a return on capital and equity to be

determined by the Commission from time to time in accordance with its past practices.

(r) “Recovery Rates” shall mean gross electric retail rates
(including surcharges) sufficient (1) to pay the interest and dividends payable on, and to
provide funding of required reserves for, the Securities, (i1) to allow PG&E to meet 1ts
obligations in respect of scheduled amortization and redemption of the Securities in
accordance with their terms, (1ii) to pay all Recoverable Costs, and-(iv) to facilitate

achieving and maintaining Investment Grade Credit Ratings, and (v) to amortize the

Regulatory Asset.

(s) “Regulatory Asset” shall mean, with respect to this

Agreement and the Plan, a rate action to be taken by the Commission which will

increase PG&E’s rate base by $1.75 billion, with such increase to be amortized over

a ten (10) vear period in the amount of $175 million per vear.

(t) “Securities” shall mean the Preferred Shares and the Debt,

as more particularly described on the schedules attached hereto.

(w) “Securities Repayment Period” shall mean the period
commencing on the Effective Date of the Plan and ending on the date that the last of the

outstanding Securities have been paid, redeemed or defeased in full.

Section 1.2.  Capitalized Terms. All terms defined in this Agreement

shall have the meanings ascribed to them in this Agreement or in the Plan, as the case

may be.
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Section 1.3.  Incorporation of Recitals. The Recitals are incorporated

herein by reference.

ARTICLE I

RATE STABILIZATION AND COST RECOVERY

Section 2.1 Issuance of Securities. From and after the Effective Date

of the Plan, PG&E shall issue or reinstate Securities as provided in the Plan in an amount
equal to the sum of (a) the Allowed Claims, together with amounts required to be
deposited in escrow for Disputed Claims under the Plan, less (b) PG&E’s available cash
and cash equivalents. The Commission shall adopt such orders or decisions as it deems
necessary to authorize PG&E to issue (or to reinstate) and to fully meet its obligations in
respect of such Securities in accordance with their respective terms and with the Plan.
Amounts deposited in the escrow for Disputed Claims under the Plan which are not

required to satisfy Allowed Claims shall be used by PG&E to repurchase Securities.

Section 2.2 Rate Stabilization. PG&E shall be authorized to recover in

retail electric rates the interest and dividends payable on, funding of required reserves for,
and other amounts which may be necessary to allow PG&E to meet its obligations in
respect of scheduled amortization and redemption of, the Securities in accordance with
their respective terms. The Commission shall establish retail electric rates for retail
electric customers in PG&E’s service territory at rates sufficient (i) to pay the interest and
dividends payable on, funding of required reserves for, and collection of other amounts
which may be necessary to allow PG&E to meet its obligations in respect of scheduled
amortization and redemption of the Securities in accordance with their terms, (ii) to pay
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all Recoverable Costs,_(iii) to amortize the Regulatory Asset, and (#tiv) to facilitate

achieving and maintamning Investment Grade Credit Ratings, provided, however, that in
no event may such rates be less than Recovery Rates. The Commission shall evaluate the
Recovery Rates of PG&E from time to time, and shall adjust such rates as may be
necessary to assure sufficient revenues to satisfy the requirements of clauses (i) — (Hiy)

above.

Section 2.3 Credit Rating. The parties acknowledge and agree that the
achievement and maintenance of Investment Grade Credit Ratings is important to the
reorganization of PG&E. All of the Securities shall have terms and conditions customary
for securities that are similar to the Securities and which enjoy or have Investment Grade
Credit Ratings. Each of the Parties agrees to provide such information as may be
required by the rating agencies, and to cooperate fully with the rating agencies and the

other party in obtaining Investment Grade Credit Ratings as expeditiously as possible.

Section 2.4 Commission Continuing Jurisdiction. Subject to Article V,

PG&E agrees that the Commission shall retain jurisdiction over PG&E’s retail rates, and
the assets and business of PG&E, in accordance with California law, and shall not seek

during the Securities Repayment Period to contest such jurisdiction,

Section 2.5  Financial Reporting. The Parties will cooperate in
accounting for and reporting the transactions described in the Plan and this Agreement.

Section 2.6 Acknowledgment. The Parties acknowledge and agree

that, until this Agreement has terminated in accordance with Section 4.1, the Recovery
Rates shall include the amounts necessary for PG&E to pay all costs associated with the

Securities including, but not limited to, the interest and dividends payable on, and other
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amounts which may be necessary to allow PG&E to meet its obligations in respect of
scheduled amortization and redemption of the Securities in accordance with their terms.
The costs associated with the Securities shall be deemed to have been prudently incurred.

Section 2.7  Regulatory Asset. On or prior to the Effective Date of

the Plan, the Commission shall take such action(s) as mayv be necessary to create and

implement and thereafter take such action(s) as may be necessary to maintain until

fully amortized, the Regulatory Asset.

ARTICLE I

LITIGATION

Section 3.1 Dismissal of Litigation. On the Effective Date of the Plan

PG&E shall file a motion to dismiss the Litigation, with prejudice, which motion shall

be in all respects satisfactory to the Commission.

Section 3.2 Withdrawal of Certain Applications. Promptly upon the

Effective Date of the Plan, PG&E shall withdraw certain applications filed with FERC,

the Nuclear Regulatory Commission (“NRC”), and the Securities and Exchange

Commission (“SEC”), as follows:

(a) Applications to Transfer Regulatory Assets filed with the FERC in

Docket Nos. EC02-31, EL02-36, ES02-17, ER02-456, and ER02-455

(b) Applications to Transfer Hydro Assets filed with FERC in Project
Nos. 77-116, 96-031, 137-031, 175-018, 178-015, 233-082, 606-020, 619-095, 803-055,

1061-056, 1121-058, 1333-037, 1354-029, 1403-042, 1962-039, 1988-030, 2105-087,
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2106-039, 2107-012, 2130-030, 2155-022, 2310-120, 2467-016, 2661-016, 2687-022,
2735-071, 2118-006, 2281-005, 2479-003, 2678-001, 2781-004, 2784-001, 4851-004,

5536-001, 5828-003, 7009-004, and 10821-002.

(c) Applications for Certificates of Public Convenience and Necessity

filed with FERC in Docket Nos. CP02-38, CP02-39, CP02-40, CP02-41, and CP02-42.

(d) License Transfer Application filed with the NRC in Docket Nos.

50-275-LT, and 50-323-LT.

(e) Filing with the SEC for Approval under the Public Utilities
Holding Company Act of 1935 to create Electric Generation LLC, ETrans LLC, and

GTrans LLC.
ARTICLE 1V
TERMINATION

Section4.1  Termination. This Agreement and any orders entered by
the Court contemplated by or required to implement this Agreement shall terminate at the
end of the Securities Repayment Period, provided that all rights of the Parties under this
Agreement and any orders entered by the Court contemplated by or required to
implement this Agreement that vest on or prior to such termination, including any rights
arising from any default under this Agreement or the terms of any such orders, shall

survive any such termination for the purpose of enforcing such vested rights.

LA1:#6244292v4
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ARTICLE V

GENERAL PROVISIONS

Section 5.1 Validity and Binding Effect. The Parties and-their

respectivesuceessers-and-assigas-agree not to contest the validity and enforceability of

this Agreement or any order entered by the Court contemplated by or required to
implement this Agreement and the Plan. This Agreement and any such orders are
intended to be enforceable under federal law, notwithstanding any contrary state law.
This Agreement, the Plan, upon becoming effective, and the orders to be entered by the
Court as contemplated hereby and the Plan, shall be irrevocable and binding upon the

Parties and their successors and assigns, to the fullest extent permitted by applicable

law, notwithstanding any future decisions and orders of the Commission.

Section 5.2 Enforcement. The Parties agree that the Court shall retain

jurisdiction over the Parties for all purposes relating to enforcement of this Agreement

and the Plan; provided, ineludinghowever, butnet-limited-toenforeinathat except as

expressly provided herein or in the Plan or in any order contemplated-byof the Court,

there shall be no interference with the administrative or requiredjudicial processes

applicable to implement-thisAsreement-and-the Plan-Commission proceedings.

Section 5.3 Specific Performance. It is understood and agreed

by each of the Parties hereto that money damages would not be a sufficient remedy

for any material breach of any provision of this Agreement by any Party, and each

non-breaching Party shall be entitled to specific performance and injunctive or

LA1:#6244292v4
10:11 AM
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other equitable relief as a remedy for any such breach, without the necessity of

securing or posting a bond or other security in connection with such remedy.

Section 5.4 Waiver of Sovereign Immunity. In connection with any

action or proceeding concerning the enforcement of this Agreement, the Plan or other
determination of the Parties’ rights under this Agreement or the Plan, the Commission
hereby knowingly and expressly waives all existing and future rights of sovereign
immunity, and all other similar immunities, as a defense. Accordingly, the Commission
hereby consents to the jurisdiction of any court or other tribunal or forum for such actions
or proceedings including, but not limited to, the Court. This waiver is irrevocable and
applies to the jurisdiction of any court, legal process, suit, judgment, attachment in aid of
execution of a judgment, attachment prior to judgment, set-off or any other legal process
with respect to the enforcement of this Agreement, the Plan or other determination of the
Parties’ rights under this Agreement. It is the intention of this Agreement that neither the
Commission, nor any other California entity acting on the Commission’s behalf, may
assert immunity in an action or proceeding, as discussed herein, concerning the Parties’
rights under this Agreement or the Plan.

Section 5.5  Counterparts. This Agreement may be executed in one or
more counterparts, each of which shall be deemed an original, but all of which together
shall constitute one and the same instrument.

Section 5.6 Captions and Paragraph Headings. Captions and paragraph

headings used herein are for convenience only and are not a part of this Agreement and

shall not be used in construing it.

LAL1:#6244292v4
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Section 5.7  Entire Agreement. This Agreement, together with the Plan,

contains the entire understanding of the Parties concerning the subject matter of this
Agreement and, except as expressly provided for herein, supersedes all prior
understandings and agreements, whether oral or written, among them with respect to the
subject matter hereof and thereof. There are no representations, warranties, agreements,
arrangements or understandings, oral or written, between the Parties hereto relating to the
subject matter of this Agreement and such other documents and instruments which are
not fully expressed herein or therein. This Agreement may be amended or modified only
by an agreement in writing signed by each of the Parties hereto which is filed with and, if
necessary, approved by, the Court.

Section 5.8 Time of Essence. Time is hereby expressly made of the

essence with respect to each and every term and provision of this Agreement. The Parties
acknowledge that each will be relying upon the timely performance by the other of its
obligations hereunder as a material inducement to each Party's execution of this

Agreement.

Section 5.9 No Third Party Beneficiaries. Except as may be

specifically set forth in this Agreement or the Plan, nothing in this Agreement, whether
express or implied, is intended to confer any rights or remedies under or by reason of this
Agreement on any Persons (including, without limitation, any Persons holding claims
against or interests in PG&E) other than the Parties and their respective permitted
successors and assigns, nor 1s anything in this Agreement intended to relieve or discharge
the obligation or liability of any third Persons to any Party, nor give any third Persons

any right of subrogation or action against any Party.

LAT:#6244292v4
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Section 5.10 Authority; Enforceability. Each Party represents

and warrants to the other that this Agreement has been duly authorized by all action
required of such Party to be bound thereby, and that this Agreement isconstitutes valid,
binding and enforceable obligations of such Party.

Section 5.11  Waiver of Compliance. To the extent permitted by

applicable law, any failure of any of the Parties to comply with any obligation, covenant,
agreement or condition set forth herein may be waived by the Party entitled to the benefit
thereof only by a written instrument signed by such Party, but any such waiver shall not
operate as a waiver of, or estoppel with respect to, any prior or subsequent failure to
comply therewith. The failure of a Party to this Agreement to assert any of its rights

under this Agreement or otherwise shall not constitute a waiver of such rights.

Section 5.12  California Law. This Agreement shall be governed by, and
shall be construed and enforced in accordance with, the laws of the State of California,
without giving effect to the conflict of law principles thereof.

Section 5.13  Admissions. This Agreement is a compromise believed by
the Parties to be in the best interests of all concerned parties. Nothing in this Agreement
shall be construed or deemed to be an admission by any of the Parties of any liability or

any material fact in connection with the Litigation.

Section 5.14 _Severability. If any provision of this Asreement or the

application thereof to any person or circumstance shall be invalid, Hlegal or

unenforceable to any extent, the remainder of this Agreement and the application

thereof shall not be affected and shall be enforceable to the fullest extent permitted

by law.

LA1:#6244292v4
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Section 5.15 Plan Documents. The Plan, all exhibits thereto,

including but not limited to, the descriptions of the form of Securities to be issued

under the Plan, and the Plan Confirmation Order (collectively, the “Plan

Documents”) are incorporated herein by referenced. In the event that there are any

inconsistencies between this Agreement and the Plan Documents, the Plan

Documents will govern.

LA1:#6244292v4
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of

the date first written above.

PACIFIC GAS & ELECTRIC COMPANY

By:

Title:

CALIFORNIA PUBLIC UTILITIES COMMISSION

By:

Title:

COMMISSIONERS IN THEIR OFFICIAL CAPACITY

Loretta M. Lynch

Henry M. Duque

Carl W. Wood

Geoffrey F. Brown

Michael Peevey
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FIRST MORTGAGE BONDS

SUMMARY OF TERMS AND CONDITIONS

The following is a summary of the material terms and conditions expected to be included in the

proposed first mortgage bond offering,
the time of the offering. Capitalized te
indenture to the Mortgage Indenture cr

Maturity .

Interest ... ...

Assumed Rating ... .

Mortgage.........

Optional Redemption.................. ..

Issuance of Additional Bonds

although such terms and conditions will be subject to conditions at
rms used below and not defined will be defined in the supplemental
eating each series of the bonds.

Pacific Gas & Electric Company

Approximately [$5,773] million aggregate principal
amount of First Mortgage Bonds.

To be issued in series maturing from 5 to 30 years after
the date of issuance

To be determined based on market conditions at the time
of issuance.

Interest will be payable in cash semi-annually.

(Baa3/BBB-]

The First Mortgage Bonds will constitute one or more
new senies of bonds under the Issuer's First and
Refunding Mortgage Indenture (the “Mortgage

Indenture™) and will be secured equally and ratably with

all existing and future series of First Mortgage Bonds by
all property subject to the lien of the Mortgage Indenture

The Issuer will be permitted to redeem any or all of the
First Mortgage Bonds at any time at a redemption price
equal to 100% of their principal amount, plus accrued
and unpaid interest, plus a “make-whole premium”,
calculated as the excess, if any of

(x) the present value as of the redemption date of
the principal amount of the Note being redeemed
and all interest that would be paid in respect of the
Note in the absence of the redemption, determined
by discounting, on a semi-annual basis, such
principal and interest at the Treasury Rate plus
-50% from the date on which such principal and
interest would otherwise be payable, over

(y) the principal amount of the Note being
redeemed.

The Issuer’s Board of Directors, without shareholder
approval, may from time to time increase the maximum
principal amount of bonds (presently fixed by said
Board at $10 billion) which may be outstanding or
reserved for issuance under the Mortgage. The



General Reserve Fund ...

Release Provisions.....................

Events of Default.........

-additional bonds may vary from the bonds of any other
series with respect to date, time of maturity, rate of
interest, and terms of redemption and conversion, if any,
and in certain other respects permitted under the
Mortgage.

The Company covenants to deposit moneys into a
General Reserve Fund with the Mortgage Trustee
annually, within four months after the end of each
calendar year, in an amount equal to 4% of the aggregate
outstanding bonded indebtedness on the preceding June
30, less credits for (i) amounts expended for
maintenance, (i) bonds purchased during the year with
money from the Fund and deposited with the Fund, (ii1)
any balance in the Fund, and (iv) unreimbursed capital
expenditures certified to the Morigage Trustee for the
purposes of such credit. Withdrawals from the Fund may
be made on the basis of (a) unreimbursed expenditures
for maintenance, (b) unreimbursed capital expenditures,
or (c) the purchase of bonds at prices not exceeding the
respective redemption prices thereof and deposit thereof
with the Fund.

In the absence of a default under the Mortgage
Indenture, the Issuer may dispose of, free from lien of
the Mortgage Indenture, any goods, wares, merchandise,
tools, materials and supplies, bills and accounts
receivable, or stocks, bonds or other obligations of the
corporations not required to be deposited with the
Mortgage Trustee or previously made the basis of the
issuance of bonds or withdrawals of cash.

The First Mortgage Bonds will contain customary events
of default, including:

4] failure to pay principal when due or failure to
pay interest when due (which default, in the
case of interest, continues for a period of [60]
days);

2) failure to comply with any covenant contained
in the Indenture (subject to customary grace
periods)

3) the acceleration, or failure to pay principal
when due, of any Debt in excess of a threshold

to be agreed;

) any judgment default in excess of a threshold to
be agreed; or

(5) certain bankruptcy events with respect to the
Issuer or any Restricted Subsidiary.

The Trustee or holders of at least 25% of the principal



Registration Rights

amount of the First Mortgage Bonds may declarc the
principal amount of, and all accrued and unpaid interest
on, the First Mortgage Bonds immediately due and
payable upon the occurrence of an Event of Defauit. If 3
bankruptcy default occurs with respect (o the Company,
principal and accrued interest will becomne immediately
due and payable without any action by the Trusice or the
holders.

If the First Mortgage Bonds are initially offerred
pursuant to Rule 144A, the Issuer will enter into a
customary registration rights agreement, pursuant to
which it will be obligated to file a registration statement
with respect to an offer to exchange the First Mortgage
Bonds for a new issue of First Mortgage Bonds
registered under the Securities Act and will also be
obligated to cause the registration statement to be
declared effective within a specified period afier this
offering closes. In certain circumstances, the Issuer may
be required to provide a registration statement to e ffect
resales of the First Mortgage Bonds. If the Issuer fails to
satisfy any of its obligations, it will be required to pay
the Holders additional interest at a rate of [0.51% per
annum during the continuance of any such failure.









SENIOR UNSECURED NOTES

SUMMARY OF TERMS AND CONDITIONS

The following is a summary of the material terms and conditions expected to be included in the
proposed senior unsecurcd notes offering, although such terms and conditions will be subject to conditions
at the time of the offering. Capitalized terms used below and not defined will be defined in the indenture
(the “Indenture™) governing the Notes.

The covenants contained in the Indenture will restrict the ability of the Issuer and its Subsidiaries
to undertake certain actions, as described in more detail below

Issuer.........

Maturity.. .

Interest......

Guarantees

Pacific Gas & Electric Company

Up to [$1,500] million aggregate principal amount of
Senior Notes.

7 to 12 years after issuance

To be determined based on market conditions at the time
of issuance.

Interest will be payable in cash semiannually

[BaZ/BB]

The Indenture will provide that, in the event that the
Notes are rated as investment grade securities by both
S&P and Moody's at any time, the covenants described
below (other than “Limitation on Liens™*, and
“Consolidation, Merger or Sale of Assets”) will no

longer apply.

The Notes will be senior, unsecured obligations of the
Issuer and will rank equally to all other unsecured and
unsubordinated indebtedness of the Issuer. The Notes
will rank senior to all existing and future subordinated
indebtedness of the Issuer.

The Notes will be guaranteed by all of the Issuer’s
cxisting Subsidiaries, if any. In addition, any newly
acquired or created Domestic Subsidiary wili also be
required to guarantee the Notes. The guarantees will be
unsecured, unsubordinated obligations of the
Guarantors.

Any Subsidiary formed under the aws of, or 50% or
more of the assets of which are located in, the United
States of America or any jurisdiction thereof is
considered a “Domestic Subsidiary™.



Optional Redemption................. .

Repurchase Upon Change of Control ...

Limitation on Incurrence of Debt ...

Limitation on Restricted Payments

The Issuer will be permitted to redeem any or all of the
Notes at any time at a redemption price equal to 100% of
their principal amount, plus accrued and unpaid interest,
plus a “make-whole premium”, calculated as the excess,
if any of

(x) the present valuc as of the redemption date of
the principal amount of the Note being redeemed
and all interest that would be paid in respect of the
Note in the absence of the redemption, determined
by discounting, on a semi-annua) basis, such
principal and interest at the Treasury Rate plus
-50% from the date on which such principal and
interest would otherwise be payable, over

(y) the principal amount of the Note being
redeemed.

* Not later than 30 days after the occurtence of certain

Change of Control events, the Issuer will be required to
make an offer to purchase the Notes. The purchase price
will equal 101% of the principal amount of the Notes on
the date of purchase plus accrued interest.

The Issucr will not, and will not permit any of its
Subsidiaries to, issue, assume incur or otherwise become
liable for any Debtor Disqualified Capital Stock unless
no Default or Event of Default has occurred and is
continuing and, after giving effect to the incurrence of
such Debt or Capital Stock and the receipt and
application of the proceeds therefrom, the Fixed Charge
Coverage Ratio is not less than (i) from the Issue Date
until the second anniversary of the Issue Date: 2.0 to |
and (ii) on and afier the second anniversary of the Issue
Date: 3.0 to 1.

Notwithstanding the foregoing, the Issuer and its
Restricted Subsidiaries will be permitted to incur
specified categories and amounts of Debt and

Disqualified Capital Stock pursuant to customary

~‘exceptions to be negotiated.

The Issuer will not, and will not permit any Subsidiary
to, directly or indirectly (the payments and other actions
described in the following clauses being collectively
“Restricted Payments”):

* declare or pay any dividend or make any distribution
on its Capital Stock (other than dividends or
distributions paid in the Issver’s Qualified Capital
Stock);

* purchase, redeem or otherwise acquire or retire for



value any Capital Stock of the [ssuer or any ;

* repay, redeem, repurchasc, defease or otherwise
acquire or retire for value, or make any payment on
" or with respect to, any Subordinated Debt except a
scheduled payment of interest or principal at ; or

* make any Investment (other than customary
Permitted Investments to be specified in the
Indenture);

unless, at the time of, and after giving effect to, the
proposed Restricted Payment:

(1) no Default has occurred and is continuing,

2) the Issuer could Incur at least $1.00 of Debt
under the Limitation on Incurrence of Debt covenant,
and

3) the aggregate amount expended for all
Restricted Payments made on or after the Issue Date
would not exceed the sum of

(A) 50% of the aggregate amount of the
Consolidated Net Income (or, if the
Consolidated Net Income is a loss, minus 100%
of the amount of the loss) accrued on a
cumulative basis during the period, taken as
one accounting period, beginning on the first
day of the fiscal quarter beginning after the date
the Notes are issued and ending on the last day
of the Issuer’s most recently completed fiscal
quarter for which internal financial statements
are available, plus

(B) the aggregatc net cash proceeds received by
the Issucr (other than from a Subsidiary) after
the Issue Date from the issuance and sale of its
Qualified Equity Interests, including by way of
issuance of its Disqualified Equity Interests or
Debt to the extent since converted into
Qualified Equity Interests of the Issucr, plus

(C) the cash return, after the Issue Date, on any
other Investment made after the Issue Date
pursuant to this paragraph, as a result of any
sale for cash, repayment, redemption,
liquidating distribution or other cash rcalization
(not included in Consolidated Net Incoie), not
to exceed the amount of such Investment so
made.

Notwithstanding the foregoing, the Issuer and its
Restricted Subsidiaries will be permitted to make certain
Restricted Payments pursuant to customary exceptions



Limitation on Liens..... .

Limitation on Restrictions on Subsidiaries...... ...

Limitation on Asset Sales

to be negotiated.

The Issuer will not, and will not permit any Subsidiary ta,
dircetly or indirectly, incur or permit to exist any Lien of
any nature whatsoever on any of its propertics or assets
(other than liens securing the First Mortgage Bonds
contcmplated by the Plan, the Credit Facilities and other
customary Permitted Liens to be negotiated) without
effectively providing that the Notes are secured equally
and ratably with (or, if the obligation to be secured by the
Lien is subordinated in right of payment to the Notes,
prior to) the obligations so sccured for so long as such
obligations are so secured.

Subject to customary exceptions to be agreed, the [ssucr
will not, and will not permit any Subsidiary to, create or
otherwise cause or permit 1o exist or becorne effective
any encumbrance or restriction of any kind on the ability
of any Subsidiary to (1) pay dividends or make any other
distributions on any capital stock of the Subsidiary
owned by the Issuer or any other Subsidiary, (2) pay any
Debt or other obligation owed to the Issuer or any other
Subsidiary, (3) make loans or advances to the Issuer or
any other Subsidiary, or (4) transfer any of its property
or assets to the Issuer or any other Subsidiary.

The Issuer will not, and will not permit any Subsidiary
to, make any Asset Sale unless:

) The Asset Sale is for fair market value.

) At least 75% of the consideration consists of
cash received at closing.

Within 360 days afier the receipt of any Net Cash
Proceeds from an Asset Sale, the Net Cash Proceeds
may be used (A) to permanently repay secured Debt of
the Issuer or any Debt of a Subsidiary (and in the case of
a revolving credit, permanently reduce the commitment
thereunder by such amount), in each case owing to a
person other than the Issuer or any Subsidiary, or (B) to
acquire all or substantially all of the assets of a
Permitted Business, or a majority of the capital stock of
another person that thereupon becomes a Subsidiary
engaged in a Permitted Business, or to make capital
expenditures or otherwise acquire long-term assets that
are to be used in a Permitted Business.

The Net Cash Proceeds of an Asset Sale not so applicd
pursuant within 360 days of the Asset Sale constitute
“Excess Proceeds”. When accumulated Excess Proceeds
cquals or exceeds an amount (o be agreed, the Issuer will
be required to make an offer to purchase Notes having a
principal amount equal to accumulated Excess Proceeds
at a purchase price equal to 100% of the principal



Limitation on Transactions with Affiliates .

Limitation on Line of Business ...

Suspension of Covenants...................

Consolidation, Merger or Sale of Assets

amount plus accrued interest to the date of purchase

Subject 10 customary exceptions to be negotiated, the
Issuer will not, and will not permit any Subsidiary to,
directly or indirectly, enter into, renew or extend any
transaction or arrangement including the purchase, sale,
lease or exchange of property or assets, or the rendering
of any service with any AfTiliate of the Issuer or any
Subsidiary (a “Related Party Transaction”}), except upon
fair and rcasonable terms no less favorable to the Issuer
or the Subsidiary than could be obtained in a comparable
arm’s-length transaction with a Person that is not an
Affiliate of the Issuer.

Any Related Party Transaction or series of Related Party
Transactions with an aggregate value in excess of an
amount to be agrecedmust first be approved by a majority
of the Board of Directors who are disinterested in the
subject matter of the transaction. Prior to entering into
any Related Party Transaction or series of Related Party
Transactions with an aggregate value in excess of an
amount to be agreed, the Issuer must in addition obtain a
favorable written opinion from a nationally recognized
investment banking firm as to the fairness of the
transaction to the Issuer and its Subsidiaries from a
financial point of view.

The Issuer will not, and will not permit any of its
Subsidiaries, to engage in any business other than a
Permitied Business, except to an extent that so doing
would not be material to the Issuer and its Restricted
Subsidiaries, taken as a wholc.

“Permitted Business” will be defined as the operation of
an integrated electric and gas utility as contemplated by
the Plan, and any business reasonably related, incidental,
complementary or ancillary thereto.

The Indenture will provide that during any time that the
Notes are rated by both S&P and Moody's as
investment grade, the covenants described above (other
than “Limitation on Liens”, and “Consolidation, Merger
or Sale of Assets”) will not apply. If at any time the
ratings on the Notes are lowered to below investment
grade by cither S&P or Moody’s, all of the suspended
covenants will again apply.

The Issuer will not consolidate with or merge with or
into any Person, or sell, convey, transfer, or otherwisc
dispose of all or substantially all of its assets as an
entirety or substantially an entirety, in one transaction or
a series of related transactions, to any Person or permit
any Person to merge with or into the Issuer unless



Events of Default

(1)

@

(3)

“)

(5)

cither (x) the Issuer is the continuing Person or
(y) the resulting, surviving or transferee Person
is a corporation organized and vahdly existing
under the laws of the United States of Amerjcs
or any junsdiction thereof and cxpressly
assumes by supplemental indenture a] of the
obligations of the Issuer under the Indenture
and the Notes and the registration rights
agreement referred to below;

immediately afler giving effect to the
transaction, no Default has occurred and is
continuing;

immediately after giving effect to the
transaction on a pro forma basis, the Issuer or
the resulting, surviving or transferee Person has
a Consolidated Net Worth equal to or greater
than the Consolidated Net Worth of the Issuer
immediately prior to such transaction;

immediately after giving effect to the
transaction on a pro forma basis, the Issuer or
the resulting surviving or transferee Person
could Incur at least $1.00 of Debt under the
Fixed Charge Coverage Ratio; and

the Issuer delivers to the trustee an officers’
certificate and an opinion of counsel, each
stating that the consolidation, merger or transfer
and the supplemental indenture (i fany) comply
with the Indenture.

The Notes will contain customary events of default,
including:

M

(2

(3)

(4)

&)

failure to pay principal when due or failure to
pay interest when due (which default, in the
casc of interest, continues for a period of 30
days);

failure to comply with any covenant contained
in the Indenture (subject to customary grace
periods)

the acceleration, or failure to pay principal
when duc, of any Debt in excess of a threshold
to be agreed;

any judgment default in excess of a threshold o
be agreed; or

certain bankruptey events with respect to the
Issuer or any Restricted Subsidiary.

The Trustee or holders of at least 25% of the principal
amount of the Notes may declare the principal amount

6



Amendments, Waiv

Registration Rights

ErS.

of, and all accrued and unpaid interest on, the Notes
immediately due and payable upon the occurrence of an
Event of Default. If a bankruptcy defauit occurs with
respect to the Company, principal and accrued interest
will become immediately due and payable without any
action by the Trustee or the holders.

The Indenture may generally be amended with the
consent of holders of a majority in principal amount of
the Notes, but certain provisions may not be amended
without the consent of each holder.

If the Notes are issued in a transaction exempt from
registration under the Securities Act, the Issuer will enter
into a customary registration rights agreement, pursuant
to which it will be obligated to file a registration
statement with respect to an offer to exchange the Notes
for a new issue of Notes registered under the Securities:
Act and will also be obligated to cause the registration
statement to be declared effective within a specified
period after this offering closes. In certain
circumstances, the Issuer may be may be required to
provide a registration statement to effect resales of the
Notes. *

If the Issuer fails to satisfy any of its obligations, it will
be required to pay the Holders additional interest at a
rate of [0.5]% per annum during the continuance of any
such failure. *



CUMULATIVE PREFERRED STOCK
SUMMARY OF TERMS AND CONDITIONS

The following is a summary of the material terms and conditions expected to be included in the
proposed cumulative preferred stock offering, although such terms and conditions will be subject to market
conditions at the time of the offering. Capitalized terms used below and not defined will be defined in the
Articles of Amendment to the Restated Articles of Incorporation which creates and govems the cumulative
preferred stock.

Issuer: Pacific Gas & Electric (“PG&E" or the “Company” or
the “Issuer”™)

Securities Offered: Depositary Shares, each Tepresenting ownership of a
fraction of a share of cumulative preferred stock (the
“Preferred Stock™) established under the Issuer's
Restated Articles of Incorporation.

Redemption: The Preferred Stock will not be subject to any
mandatory redemption requirement.

Dividends: Dividends on the the Preferred Stock wil] accrue from
the date of original issuance at an annual rate to be
determined at the time of issuance of the liquidation
preference of the Preferred Stock. Dividends will be
payable quarterly, when, as and if declared by the Board
of Directors of the Company, out of assets of the
Company legally available therefor. In addition, the
amount of dividends payable is subject to adjustment in

the event of certain changes in the Internal Revenue

Code.
Assumed Rating: (Ba3/BB-]
Liquidation Preference: In the event of any voluntary or involuntary liquidation,

dissolution or winding up of the Company, the holders
of the Preferred Stock at the time outstanding will be
entitled to receive out of assets of the Company
available for distribution to stockholders, before any
distributionis made to holders of common stock or any
other class of stock ranking junior to the Preferred Stock
upon liquidation, distributions equal to the liquidation
preference per share of the Preferred Stock (equivalent
to $25 per Depositary Share) plus all accrued and unpaid
dividends.

Optienal Redemption: The Preferred Stock will not be redecmable prior to five
years from issuance. Thercafter. the Preferred Stock will
be redeemabile, at the option of the Company, in whole
or in part from time to time upon not less than [45] nor
more than [90] days' notice, at at redemption prices to be
determined, plus any accrued and unpaid dividends

thereon to the date fixed for redemption,



Ranking:

Voting:

The Preferred Stock will rank prior to the Company’s
common stock with respect to the payment of dividends
and the distribution of assets in the event of liquidation,
dissolution or winding up. The Preferred Stock will
rank on a parity with the Preferred Stock.

Holders of Preferred Stock will generally have no voting
rights. However, if Pacific Gas & Electric does not pay
dividends on the Preferred Stock for six or more
quarterly periods (whether or not consecutive), the
holders of the Preferred Stock, voting as a class with the
holders of any other class or series of the Company’s
capital stock which has similar voting rights, will be
entitled to vote for the election of two additional
directors to serve on the board of directors until the
Company pays all dividends which the Company owes
on the Preferred Stock.



TRUST PREFERRED SECURITIES

SUMMARY OF TERMS AND CONDITIONS

The following is a summary of the material terms and conditions expected to be included in the

proposed trust preferred securities offerin
conditions at the time of the offering. Ca
Customary basis in the trust agreement an

The Company:

Trust Issuer:

Scecurities Offered:

Mandatory Redemption:

Distributions:

Dividend Deferral:

g. although such terms and conditions will be subject 10 market
pitalized terms used below and not defined will be defined on a
d related documents governing the trust preferred securities.

Pacific Gas & Electric Company (“PG&E or the
“Company™)

Pacific Gas & Electric Trust X, (the “Trust Issuer”). The
sole assets of the Trust Issuer will be Pacific Gas &
Electric's __% junior subordinated debentures maturing
on [ 1

Trust Preferred Securities in denominations of $25 each
and with an aggregate liquidation amount of §

Each Trust Preferred Security will represent an
undivided beneficial ownership interest in the assets of
Pacific Gas & Electric Company Trust X. Each Trust
Preferred Security will entitle its holder to receive
quarterly distributions as described below.

Pacific Gas & Electric Company Trust X will invest the
proceeds of the Trust Preferred Securities and of jts
common securitics in an equivalent amount of junior
subordinated debentures (the “Debentures™). The Trust
will use the payments it receives on the Jjunior
subordinated debentures to make the corresponding
payments on the Trust Preferred Securities and its
common securities. Pacific Gas & Electric will
Buarantee payments made on the Trust Preferred
Securities to the extent described below. Both the junior
subordinated debentures and the guarantee will be
subordinated to the Company’s existing and future
senior indebtedness, and will effectively be subordinated
to existing and future indebtedness of the Company’s
subsidiaries.

(1

Holders of the Trust Preferred Securities will be
entitled to receive cumulative cash distributions at an

- Annual rate of {__%]). Distributions on the Trust

Preferred Securities will accumulate from the date of
issuance, and will be paid quarterly in arrears each year,
beginning | J unless they are deferred as described
below.

Pacific Gas & Electric €an, on one or more occasions,
defer the quarterly interest payments on the junior
subordinated debentures for up to 20 consecutive
quarterly periods, unless an event of default under



Assumed Rating:

Redemption:

the junior subordinated debentures has occurred and

is continuing. The Company may also elect 1o shorten
the length of any deferral period. Interest payments
cannot be deferred, however, beyond the maturity date
of the junior subordinated debenturcs, nor can the
Company begin a new interest deferral period until it has
paid all accrued interest on the junior subordinated
debentures from the previous interest deferral period. If
the Company defers interest payments or the junior
subordinated debentures, Pacific Gas & Electnc Trust X
will also defer distributions on the Trust Preferred
Securities. Any deferred interest on the Jjunior
subordinated debentures will accrue additional interest at
an annual rate of x.x%, compounded quarterly, to the

- exlent permitted by law, and, as a result, any deferred

distributions on the Trust Preferred Securities will
accumulate additional amounts at an annual rate of
X.x%, compounded quarterly, to the extent permitted by
law. During any period in which the Company defers
interest payments on the Junior subordinated debentures,
it will not do any of the following, with certain limited
exceptions:

¢ Declare or pay any dividends or distributions on its
capital stock;

¢ Redeem, purchase, acquire or make a liquidation
Payment with respect to any of its capital stock;

*  Make any interest, principal or premium payment
on, or repay, repurchase or redeem, any of jts
indebtedness that ranks cqually with or junior to the
Jjunior subordinated debentures; or

*  Make any guarantee payments with respect to any
Indebtedness of its subsidiaries or any other party
That is equal in right of payment with, or junior
to, the junior subordinated debentures,

[Ba3/BB-]

Pacific Gas & Electric Trust X will redeem alj of the
outstanding Trust Preferred Securities when the junior
subordinated debentures are repaid at maturity. In
addition, if the Company redeems any junior
subordinated debentures before their maturity, Pacific
Gas & Electric Trust X will use the cash it receives on
the redemption of the junior subordinated debentures to
redecm, on a proportionate basis, the Trust Preferred
Securities and its common securities. The Company can
redeem the junior subordinated debentures before their
maturity in whole or in part on one or more cccasions



Liquidation Rights:

Ranking:

Voting Rights:

Use of Proceeds:

any time on or after | + 2008], or, priorto |
2008], only in whole at any time within 90 days
following the occurrence and continuation of certain
changes in tax or investment company laws and
regulations, in either case, at 100% of their principal
amount plus accrued and unpaid interest.

Upon any dissolution, winding-up or liquidation

upon dissolution of Pacific Gas & Electric Company
Trust T involving the liquidation of the junior
subordinated debentures, the holders of the Trust
Preferred Securities will be entitled to receive, out of
assets held by Pacific Gas & Electric Company Trust X,
subject to the rights of creditors of Pacific Gas &
Electric Company Trust X, if any, distributions in an
amount equal to the aggregate stated liquidation amount
of $25 per Trust Preferred Security, plus accumulated
and unpaid distributions to the date of payment. Pacific
Gas & Electric Company Trust X will not make this
distribution if the junior subordinated debentures have
been distributed to the holders of the Trust Preferred
Securities.

The Trust Preferred Securities will generally rank equal
to Pacific Gas & Electric Trust X's common securities in
priority of payment. The Trust will make payments on
the Trust Preferred Securities and the common securities
based on a proportionate allocation, except after an event
of default,

The Company’s junior subordinated debeniures will be
unsecured and will rank subordinate and junior in right
of payment to all of the Company’s current and future
senior indebtedness. The junior subordinated debentures
will rank equal to any other Jjunior subordinated
debentures that may be issued.

The Company’s guarantee will rank cqual to any other
guarantees that it may issue on trust preferred securities
issued by trusts similar to the Trust. The guarantee will
be unsecured and will rank junior in right of payment to
all of the Company’s other liabilities to the same extent
as its junior subordinated debentures. The junior
subordinated debentures and the guarantee will be
effectively junior to all existing and future liabilities of
its subsidiaries.

Holders of Trust Preferred Securities will have limited
voting rights. Holders will not have the right to vote for
the election or removal of the trustees of the Trust.

The net procecds from the sale of the Debentures to the
Trust Issuer will become part of the treasury funds of the
Company and will be applied to capital expenditures and
to the redemption, repurchase, repayment or retirement



Reports:

Guarantee:

Distribution of the Junior Subordinated Debentures
Upon Liquidation of the Trust Issuer:

of outstanding indebtedness or preferred stock.

The Trust Issuer will, if the SEC will accept the filing,
file a copy of all of the information and reports that a
reporting company is required to file with the SEC for
public availability within the time periods specified in
the SEC’s rules and regulations. In addition, the Trust
Issuer will make the information and reports available to
securities analysts and prospective investors upon
request.

Pacific Gas & Electric will fully and unconditionally
guarantee the payments of all amounts due on the
Securities to the extent the Trust has funds available for
payment of such distributions. Obligations under the
guarantee are subordinate to Pacific Gas & Electric’s
obligations to other creditors to the same extent as the
Junior subordinated debentures.

The Trust may be dissolved at any time and PG&E may
distribute (after satisfaction of liabilities to creditors as
required by applicable law) junior subordinated
debentures to holders of Trust Preferred Securities in
liquidation of the Trust.



SENIOR SECURED CREDIT FACILITIES

SUMMARY OF TERMS AND CONDITIONS

I. PARTIES
Borrower:
Lead Arranger and Bookrunner:

Administrative Agent:

Lenders:

Pacific Gas and Electric Company (the “Borrower™).

UBS Warburg LLC (in such capacity, the “Armanger™).

UBS AG, Stamford Branch (*UBS" and, in such capacity, the “Administrative
Agent”).

A syndicate of banks, financial institutions and other entities, including UBS,
arranged by the Arranger in consultation with the Borrower (collectively, the
“Lenders”).

II. TYPES AND AMOUNTS OF CREDIT FACILITIES

A. Term Facilities

Type and Amouat:

Availability:
Purpose:

B. Revolving Facilities

Type and Amount:

Availability:

Maturity:

Purpose:

Five-year term loan facility (the “Term Facility”) in an aggregate principal amount
equal to [$1.5] billion (the loans thereunder, the “Term Loans™). The Term Loans
shall be repayable in ten equal semi-annual installments beginning six months from
the date of execution of the definitive financing documentation with respect to the
Credit Facilities (the "Closing Date").

The Term Loans shall be made in a single drawing on the Closing Date.

The proceeds of the Term Loans shall be used to refinance existing indebtedness to
be specified and certain other past-due obligations.

A 364-day revolving credit facility (the “364-day Revolving Facility”) and a 3 year

revolving credit facility (the “3 year Revolving Facility”) (collectively, the

“Revolving Facilities” and together with the Term Facilities, the “Credit Facilities™)
in an aggregate principal amount of [$1,000] million (the loans thereunder, the

“Revolving Loans™).

The 364-day Revolving Facility shall be available on a revolving basis during the
period commencing on the Closing Date and ending on the 364" day thereafter (the

“364-day Revolving Termination Date”).

The 3 year Revolving Facility shall be available during the period commencing on
the Closing Date and ending on the third anniversary thereof (the “3 year Revolving
Termination Date™).

The 364-day Revolving Termination Date in the case of the 364-day Revolving
Facility and the 3 year Revolving Termination Date in the case of the 3 year
Revolving Facility.

The proceeds of the Revolving Loans shall be used for general corporate purposes
(including refinancing of existing indebtedness to be specified and certain other
past-due obligations).



III. CERTAIN PAYMENT PROVISIONS

Fees and Interest Rates:

Optional Prepayments and
Commitment Reductions:

Mandatory Prepayments:

Prepayment Premium:

IV. COLLATERAL

As set forth on Annex 1.

Loans may be prepaid and commitments may be reduced by the Borrower in minimum
amounts of $10 million. Optional prepayments of the Term Loans shall be applied 1o
prepay the Term Loans until the Term Loans are paid in full and, once repaid, may not
be reborrowed.

The Term Loans shall be prepaid in amounts equal to 100% of the net proceeds of
any issuance of equity, incurrence of funded indebtedness, the proceeds of any asset
sales and any insurance recoveries received after the Closing Date by the Borrower
or any of-its subsidiaries, subject to exceptions to be agreed upon, Each such
prepayment of the Term Loans shall be applied to prepay the Term Loans and, once
repaid, may not be reborrowed.

None. Prepayments of LIBOR Rate Loans made on any day other than the last day
of an interest period must be accompanied by payment of breakage costs, if
applicable.

The obligations of the Borrower in respect of the Credit Facilities shall be secured
by an issuance to the Administrative Agent (or a collateral trustee) on behalf of the
Lenders of, and/or a perfected first priority security interest in, first mortgage bonds
to be issued by the Borrower in an aggregate principal amount equal to the
outstanding principal amount of the Term Facility and the aggregate commitments
under the Revolving Facilities and the proceeds thereof (the "Collateral). The
terms and structure of the first mortgage bonds shall be satisfactory to

UBS Warburg.

The first mortgage bonds will be released by the Administrative Agent (or a
collateral trustee) upon payment or prepayment of the Term Facility and permanent
reduction of the commitments under the Revolving Facilities in amounts equal to
such payment, prepayment and/or permanent reduction.

V. CERTAIN DOCUMENTATION MATTERS

Representations and Warranties:

Customary for a transaction of this type (including customary materiality qualifiers)
including financial statements (including pro forma financial statements prepared in
good faith and based on assumptions believed by the Borrower to be reasonable);
absence of undisclosed liabilities required to be disclosed by GAAP; no material
adverse change; corporatc existence; compliance with' law; corporate power and
authority; enforceability of credit documentation; no conflict with law or
contractual obligations; no material litigation which is not disclosed in SEC public
filings; no default after giving effect to the use of proceeds as contemplated herein;
ownership of property; no burdensome restrictions; liens; taxes; Federal Reserve
regulations; ERISA; environmental matters; solvency; accuracy of disclosure; and
creation and perfection of security interests. Representations and warranties will be
reaffirmed on cach borrowing date.



Covenants:

Financial Covenants:

Events of Default;

Voting:

Customary for a transaction of this type (including customary exceptions),
including delivery of financial statements, publicly filed SEC reports and reports
sent to sharcholders and other information reasonably requested by the
Administrative Agent; compliance with laws and material contractug] obhgations:
maintenance of books and records: maintcnance of existing and materia] rights and
privileges; notices of defaults, litigation, other material events and changes in bond
ratings; prohibition of lens on the Collateral (other than in respect of the Credit
Facilities and the First Mortgage Bonds); limitation on disposition by the Borrower
of a substantial portion of its property or of any Collateral; limitation on
fundamental changes; maintenance of perfection and priority of security interest in
Collateral; limitation on additional indebtedness, limitation on payment of
dividends, limitation on affiliate transactions, limitation on sale/leasebacks and
prohibition of amendments to the Indenture which are materially adverse to the
Lenders.

Certain financial covenants to be determined, including, without limitation,
minimum interest coverage and maximum debt to capital, in each case on terms to
be agreed upon.

Nonpayment of principal when due, nonpayment of interest, fees or other amounts
after a grace period of five days; inaccuracy of representations and warranties;
breach of covenants; cross-default to indebtedness in excess of $50,000,000 (other
than to defaults which will be cured afler giving effect to the uge of proceeds of the
Loans); bankruptey events; certain ERISA events; judgments in excess of
$50,000,000 (net of insurance); change of ownership or contral; invalidity of any
security interest or asserted invalidity by the Borrower and revocation of
confirmation order or material and adverse waiver or modification of Plan,

Amendments and waivers with respect to the Credit Facilities shall require the
approval of Lenders holding not less than a majority of the aggregate amount of the
Term Loans, Revolving Loans and unused commitments under the Credit Facilities,
except that (a) the consent of each Lender directly affected thereby shall be
required with respect to (i) reductions in the amount or extensions of the date of
final maturity of any Loan, (ii) reductions in the rate of interest or any fee or
extensions of any due date thereof and (iii) increases in the amount or extensions of
the expiry date of any Lender's commitment and (b) the consent of 100% of the
Lenders shall be required with respect to (1) modifications to any of the voting
percentages and (ii) releases of substantially all of the Collatera] (it being
understood that releases of first mortgage bonds in accordance with the provisions
described in “Collateral” above shall not require the consent of the Lenders).



Assignments and Participations:

Yield Protection:

Expenses and Indemnification:

Waiver of Jury Trial and Consent to
Jurisdiction:

Governing Law and Forum:

The Lenders shall be permitted to assign and sell participations in thejr Loans and
commitments, subject, in the case of assignments (other than. subject to certain
exceptions, to another Lender or to an afTiliate of a Lender), to the consent of the
Administrative Agent and the Borrower (which consent in each cage shall not be
unreasonably withheld). Non-pro rata assignments shall be permitted, in the case of
partial assignments (other than to another Lender or 10 an affiliate of a Lender), the
minimum assignment amount shall be $5,000,000 in the case of the Revolving
Facilities and $1,000,000 in the case of the Term Facility, and, afier giving effect
thereto, the assigning Lender shall have commitments and Loans aggregating at
least $5,000,000 in the case of the Revolving Facilities and $1,000,000 in the casc
of the Term Facility, in each case unless otherwise agreed by the Borrower and the
Administrative Agent. Participants shall have the same benefits as the Lenders with
respect to yield protection and increased cost provistons (but shall not be entitled to
claim more than the selling Lenders). Voting rights of participants shal| be limited
fo certain matters with respect to which the affirmative vote of the Lender from
which it purchased its participation would be required as described under “Voting”
above. Pledges of Loans in accordance with applicable law shal be permitted
without restriction.

The Credit Facilities will contain provisions with respect to increased costs,
breakage costs, capital adequacy protection, other requirements of law, reserves, if
applicable, illegality, and withholding and other taxes. The Borrower will have the
right to replace any Lender affected by the foregoing circumstances with another
bank on terms to be agreed upon.

The Credit Facilities will contain customary expense reimbursement and
indemnification provisions.

Each party to the Credit Facilities will waive the right to trial by jury and will
consent to jurisdiction of the statc and federal courts located in the City of New
York.

State of New York



Interest Rate Options:

Interest Payment Dates:

Overdue Rate:

Commitment Fees:

Annex |

INTEREST AND CERTAIN FEES

Loans will bear interest, at the Borrower’s election, at the following rates:

a) the Base Rate of UBS plus the Applicable Margin. The Base Rate is defined ag
the higher of the Federal Funds Rate, as published by the Federal Reserve
Bank of New York, plus 1/2 of 1% and the prime commercial lending rate of
UBS, as established from time to time at its Stamford Branch, and

b) the London Interbank Offered Rate (“LIBOR™) (adjusted for statutory reserve
requirements for eurocurrency liabilities) for corresponding deposits of U.S.
dollars for one, two, three or six months (as selected by the Borrower)
appearing on page 3750 of the Telerate screen (ot such other comparable
publically available service for displaying eurodollar rates as may be selected
by the Administrative Agent) plus the Applicable Margin.

“"Applicable Margin" means (a) with respect to Revolving Loans (i) | %] in the

case of Base Rate Loans and (ii) [ %} in the case of LIBOR Rate Loans and (b)
with respect to the Term Loans (i) { %] in the case of Base Rate Loans and () [
%] in the case of LIBOR Rate Loans.

Interest on Base Rate Loans will be payable quartetly in arrears. Interest on LIBOR
Rate Loans will be payable at the end of interest periods (but not less often than
quarterly). Interest shall be calculated on the basis of the actual number of days
elapsed over a 365/366-day year for Base Rate Loans, and over a 360-day year for
other Loans.

2% above the Base Rate plus the Applicable Margin.

The Borrower shall pay a commitment fee calculated ata rate per annum equal to
0.50% on the average daily unused portion of the Revolving Facilities, payable
quarterly in arrears. The commitment fee will be computed on the basis of 360 day
year.



Issuance Amount:
Series:

Certificates:

Offering:
Closing Date:

Issuer:

Trustee:
Depositor:
Placement Agent:

VBC Invested Amount:

RECEIVABLES SECURITIZATION FACILITIES

SUMMARY OF TERMS & CONDITIONS

[approximately $900.0 million] (the "Initial Principal Amount")

Series 2003-A and Series 2003-B

${ ] Revolving Fixed Term Accounts Receivable Certificates,
Series 2003-A (the “Revolving Certificates™).

[ ] Variable Base Accounts Receivable Certificates,
Series 2003-B (the “Variable Base Certificates™)

Timely payment of interest and ultimate payment of principal will be
insured by a financial guaranty insurance policy issued by [ ](the
“Insurer”), a monoline insurance company rated “AAA” or its equivalent
by each of Moody’s Investors Service, Inc. (“Moody’s™), Standard and
Poor’s, a division of The McGraw-Hill Companies, Inc. (“S&P) and
Fitch, Inc. (“Fitch™).

Rule 144A/Regulation S

[1]

Pacific Master Trust (the “Trust™), created pursuant to a Pooling and
Servicing Agreement dated as of [ ]. The Pooling and Servicing
Agreement, as supplemented by the supplements (each such supplement,
a “Supplement™) for the applicable series of certificates (cach such series,
a “Series”) is referred to herein as the “Agreement.”

[ ](the “Trustee™)
[A special purpose vehicle
UBS Warburg LLC and/or UBS AG, London Branch

The “VBC Invested Amount™ as of any date of determination will be the
sum of (i) principal drawings made under the Variable Base Certificates
on or prior to such date, less (ii) payments made to the holders of
Variable Base Certificates (the “VBC Holders™) in repayment of
principal, less (iii) Investor Charge-OfTs (as defined in the Agreement)
that are allocated in reduction of the VBC Invested Amount and not
reimbursed. The term “VBC Invested Amount” will be used for purposes
of making certain allocations (both among Series and between the
Vanable Base Certificates and the Exchangeable Certificate) as described
herein.

The VBC Invested Amount may be increased or decreased on dates other
than Distribution Dates as a result of principal drawings and repayments.
Such increases and decreases in the VBC Invested Amount will affect the
allocation percentages that will be used for making allocations between
Series (and between the Variable Base Certificates and the Exchangeable
Certificate) during any Collection Period only from and after the date of
such increases and decreases.



Series 2003-A Coupon:

Series 2003-B Coupon:

VBC Unfunded Amount:

Commitment Fee:

VBC Notional Amount:

Rating Agency:
Rating:

Retained Securities:

Servicer:

Servicing Fee:

Drawings Under the
Variable Base
Certificates:

[

As of any date of determination during the Revolving Period, the “VBC
Unfunded Amount” will be the excess of Initial Principal Amount over
the VBC Invested Amount as of such date of determination. As of any
date of determination afier the Revolving Period, the “VBC Unfunded
Amount” will be zero. As with the VBC Invested Amount, changes to the
VBC Unfunded Amount may occur on dates other than Distribution
Dates, but will affect allocation percentages only from the date of such
change.

{ 1% per annum on the average daily VBC Unfunded Amount during the
related Interest Period (or, as applicable, the portion thereof that occurs
during the Revolving Period).

The “VBC Notional Amount” as of any date of determination will be [
1% of the VBC Unfunded Amount as of such date of determination. The
term “VBC Notional Amount” will be used for purposes of making
certain allocations described herein relating to the accrual of Commitment
Fees. As with the VBC Invested Amount, changes to the VBC Notional
Amount may occur on dates other than Distribution Dates, but wil] affect
allocation percentages only from the date of such change.

Moody’s and/or S&P (collectively, the “Rating Agency”)
“AAA"/Aaa” (or its equivalent) from the Rating Agency

The Depositor will retain the Exchangeable Certificate. The
“Exchangeable Certificate” evidences the Depositor's interest in the Trust
Assets (defined below) not otherwise allocated to any class of certificates
issued under a Supplement (cbllectivcly, the “Certificates™). Except as
and to the extent expressly provided in the Agreement, the Exchangeable
Certificate is pari passu with the Variable Base Certificates, and with any
other Series of fixed base certificates or variable base certificates issued
under the Agreement, and will be held by the Depositor, except in certain
limited circumstances. Collections allocated to any Series will be further
allocated among the Certificates of such Series and the Exchangeable
Certificate.

Pacific Gas & Electric Corp. (“PG&E” or the “Servicer™)

The servicing fee for the Servicer under the Agreement (the “Servicing
Fee”) will be payable ¥y on each Distribution Date in an amount equal to
the product of [ } per annum and the sum of the Revolving Certificates
and the average daily VBC Invested Amount during the related Collection
Period.

Minimum denominations of [ ]and increments of $[ ] in excess thereof,
VBC Holders will be required to advance funds in response to requests
for drawings only during the Revolving Period and only if all conditions
precedent to such drawings arc satisfied as of the dates for such advances.

2



Interest Accrual:

Distribution Date:

Collection Period:

Record Date:

Revolving Period:

Controlled Amortization
Period:

Interest will accrue on the daily outstanding principal balance of each
Vanable Basc Certificate (taken in the aggregate, the “VBC Balance”)
during the period (cach such period, an “Interest Period”) from and
including each Distribution Date (or, in the case of the first Interest
Period, the Closing Date) to but excluding the next following Distribution
Date, based on the actual number of calendar days during such period
over a 360-day year (or in the case of interest accruing at a base rate, a
365- or a 366-day year (as applicable)).

[ ldayof each [ ] (or next succeeding business day) beginning on [ |.

The calendar month preceding the month in which the Distribution Date
occurs {or, in the case of the first Distribution Date, the period beginning
on the Closing Date and ending on the last day of the calendar month
immediate preceding the first Distribution Date).

With respect to any Distribution Date, the last day of the preceding
calendar month

For Series 2003-A, the period commencing on the Closing Date and
ending on { ], unless terminated sooner by the occurrence of an Early
Amortization Event (such period, the “Revolving Period”).

For Series 2003-B, the period commencing on the closing date and ending
on{ ], unless terminated sooner by the occurrence of an Early
Amortization Event.

During the Revolving Period, (a) Principal Collections (defined below)
allocated to Variable Base Certificates will be paid to the Depositor to
reinvest in new Receivables, €xcept that certain Principal Collections that
the Sérvicer, in its sole discretion, elects to apply to Discretionary
Prepayments (as defined in the Agreement) will be paid to VBC Holders,
and (b) Interest Collections (defined below) allocated to the Variable
Base Certificates and not needed to pay interest, fees, certain holdback
amounts and certain other interest allocations also will, subject to certain
limitations, be paid to the Depositor for reinvestment in new Receivables.
See “Allocations of Investor Principal Collections” and “Allocations of
Investor Interest Collections” below.

Unless an Early Amortization Period (defined below) shall have
commenced prior to such date, the period scheduled to begin on { }, and
ending upon the earlicst of (a) the occurrence of an Early Amortization
Event, (b) the date on which the Series 2003-A Balance shall have been
reduced to zero and (c) the Distribution Date (the “Scheduled
Termination Date™) occurring in [ ] (such period, the “Controlled
Amortization Period™). The “Controlled Amortization Amount” for any
Series 2003-A and any Distribution Date will equal [ Jof the portion of
the VBC Balance allocable thereto as of the last day of the last Collection
Period that commenced during the Revolving Period for such Variable
Basc Certificate.

Subsequent to the Series 2003-A balance being reduced to zero, ali
collections of principal shall be employed to reduce the Series 2003-B
VBC Balance to zero.

Principal Collections received during the Controlled Amortization Period

3



Early Amortization
Period:

Expected Final
Distribution Date:

Receivables:

will be ailocated first for distribution on the related Distribution Dates, to
the VBC Holders as repayments of principal, up to the lesser of the
Controlted Amortization Amount payable on the related Distribution Date
or the portion of the related Cumulative Controlied Amortization Amount
(as defined below) that has not already been paid as of such related
Distribution Date through a combination of payments in respect of
Controlled Amortization Amounts and Discretionary Prepayments on or
prior to such related Distribution Date.

The “Cumulative Controlled Amortization Amount” for Series 2003-A
and any Distribution Date will equal the sum of the Controlled
Amortization Amounts due with respect to such Revolving Certificate on
each Distribution Date during the Controlled Amortization Period to and
including such Distribution Date.

During the period following the occurrence of an Early Amortization
Event (such period, an “Early Amortization Period”), Principal
Collections allocated to the Series 2003-A will be distributed to a]]
Holders as principal payments on each Distribution Date commencing
with the Distribution Date in the month following such Early
Amortization Event, until the earlier of the date on which the Series 2003-
A is reduced to zero and the Scheduled Termination Date.

[]

The “Receivables” consist of Billed Receivables and Unbilled
Receivables. “Billed Receivables” consist of amounts owing by
customers of Pacific Gas & Electric Corp. (each such customer, a
“Customer”; each such power company, an “Originator”) in respect of
electrical service provided by such Originator, which amounts have been
specified in an invoice sent to such customers (plus certain adjustment
payments and amounts paid in connection with the repurchase of
Receivables as specified in the Agreement, plus recoveries, net of
collection expenses (such net recoveries, “Miscellaneous Payments”), on
Receivables previously charged off as uncollectible that are subsequently
recovered). “Unbilled Receivables” consist of amouuits owing by
Customers in respect of clectrical service provided by an Originator,
which amounts have not yet been specified in an invoice sent to such
Customers.

Collections received by the Servicer in respect of Receivables
(“Collections™) are designated on each business day between Principal
Collections and Interest Collection, “Principal Collections™ consist of all
Collections in respect of Eligible Receivables, net of the Discount Portion
(defined below). “Interest Collections” consist of the Discount Portion of
the Receivables plus all Collections in respect of Ineligible Receivables.
The “Discount Portion” is a dollar amount equal to the product of (a) the
amount of Collections in respect of Eligible Receivables and (b) the
Discount Rate specified below.

A Receivable included as part of the Trust Assets shall be designated an
“Eligible Receivable™ if it satisfies certain criteria specified in the
Agreement, including the criterion that such Receivable arises under a
Customer electric power account (cach, an “Account”) meeting certain
eligibility requirements also specified in the Agreement (each, an
“Eligible Account™) and is not more than [90] days contractually

4



Discount Rate:

Trust Assets:

delinquent.

Receivables existing under Accounts that fail any of the foregoing
eligibility criteria will be included in the Trust Assets but designated as
“Ineligible Receivables.” All Collections in respect of Ineligible
Receivables will be treated as Interest Collections.

Each of the Originators has sold and will continue to sell Its entire
portfolio of Receivables to the Depositor pursuant to a receivables
purchase agreement (the “Receivables Purchase Agreement”) entered into
by the Depositor, PG&E and the Originators as of [ ], and the Depositor
has transferred and conveyed and will continue to transfer and convey all
such Receivables to the Trust. Only the Receivables that are Eligible
Receivables have been or will be used to compute the aggregate
outstanding balance of the pool of Receivables (the “Pool Balance™)
available to support the certificates of any Series. Notwithstanding the
foregoing, collections in respect of Ineligible Receivables included as
Trust Assets will be available to make payments with respect to the
certificates of any Series, including the Variable Basc Certificates. Any
Customer refunds or billing adjustments in respect of [estimated billings,
meter adjustments, fixed monthly payment arrangements] or otherwise
will reduce the corresponding amount of Receivables and the Pool
Balance.

Collections received in respect of Eligible Receivables on each business
day during a Collection Period will be discounted (for purposes of
designating a portion of such Collections as Interest Collections) at a rate
equal LIBOR as of the first day of the latest Interest Period commencing
on or prior to such date, plus { ]%. The Depositor has the right to increase
the spread above LIBOR included in the calculation of the Discount Rate;
provided, however, that any increase in such spread above { 1%, is
subject to the condition that the Trustee shall have received written
confirmation from the Rating Agency that such action will not resuit in
the reduction or withdrawal of the then-current ratings assigned by the
Rating Agency to the Variable Base Certificates (such condition, the
“Rating Agency Condition™), and (b) the prior consent of the Insurer (or,
following an Insurer Default (as defined in the Agreement, the prior
consent of Holders of Certificates cvidencing a majority of the Adjusted
Invested Amount of each Series of Investor Certificates (or of each class
of such Series) as described in the Agreement) will be required to
increase the Discount Rate above [ 1%.

The assets of the Trust (the “Trust Assets”) include (a) all Recejvables

- generated under the Accounts existing on the Cut-Off Date (such

Accounts, the “Initial Accounts”), the Receivables generated thereafter
under such Accounts as well as the Receivables existing and thereafier
generated under any Accounts (“Additional Accounts™) originated after
the Cut-Off Date, but excluding Receivables that are (i) repurchased by
the Depositor (from and after the applicable repurchase date), (i) in
certain accounts (“Removed Accounts”) that have been designated for
removal in accordance with the terms and conditions of the Agreement,
[or (iii) arising under Customer accounts acquired by PG&E in
connection with the acquisition or formation of 2 new [power company]
(which will only be included in the Trust at the Servicer's option and
subject to the satisfaction of the Rating Agency Condition),] (b) all funds
collected in respect of such Receivables, including all Miscellaneous
Payments with respect to charged off Receivables, insurance proceeds
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Accounts:

Allocation Among Series:

(net of related expenses) and any other proceeds thereof, (c) all funds on
deposit in the Collection Account (defined below) and any account
established for the benefit of a Serics pursuant to the related Supplemer:t
and net investment income earned on “eligible investments™ of amounts
deposited therein, as set forth in the Agreement, (d) any Enhancement
(defined below) issued with respect to any Series (provided that the
drawing on or payment by any Enhancement for any Series shall be
available solely for the benefit of the holders of Certificates of such
Series), and (e) an assignment of the Depositor’s rights and remedies as
purchaser under the Receivables Purchase Agreement.

The term “Enhancement” means, with respect to any Series, any letter of
credit, financial guaranty insurance policy, surety bond, cash collateral
account, spread account, guaranteed rate agreement, maturity liquidity
facility, tax protection agreement, interest rate swap or other contract or
agreement for the benefit of certificate holders of such Series.

The “Accounts™ consist of all residential and industrial power accounts
originated by {the PG&E through] the Originators.

The Servicer will cause all Collections to be deposited into a trust account
(the “Collection Account”). On each business day, the Servicer will
allocate Interest Collections, Default Amounts and Principal Collections
received and processed from the commencement of business on the
preceding business day among Series 2003-A and any other subsequently
issued Series based upon the Series Allocation Percentage for each Series.
The amounts so allocated based on the Series Allocations Percentages for
each Series will be “Series Interest Collections”, “Series Default
Amounts” and “Series Principal Collections™ respectively.

The “Series Allocation Percentage” for each Series represents the ratio
(cxpressed as a percentage) of (i) the Adjusted Invested Amount for such
Series to (ii) the sum of the Adjusted Invested Amounts for all
outstanding Series of Certificates. As described below, because of how
the Adjusted Invested Amount for each Series is calculated for purposes
of determining the Series Allocation Percentage, the Series Allocation
Percentage for each Series will vary depending on whether all or part of
such Series is amortizing, drawings and repayments of Variable Base
Certificates have occurred, an Early Amortization Event has occurred
and the Series Allocation Percentage is being used to allocate Interest
Collections, Default Amounts or Principal Collections. Moreover, with
respect to allocations of Principal Collections allocated to any Series
during any Collection Period following the termination of the related
revolving period, the Series Allocation Percentage Period for such Series
will become fixed as of the last day of the last Collection Period to
commence during such revolving period. If a new Serics is issued, the
Serics Allocation Percentages will be adjusted to reflect such issuance,
regardless of whether the issuance occurs during the Revolving Period or
Controlled Amortization Period.

The “Adjusted Invested Amount” for Series 2003-A as of any date will
mean the following:

(i) for purposes of calculating the Series Allocation Percentage for
Series 2003-A with respect to allocations of Interest Collections,
and Default Amounts, the sum of (a) the VBC Invested Amount
as of such date, plus (b) [ %] of the VBC Invested Amount as
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Allocations Within Series
2003-A:

of such date, plus (c) the VBC Notional Amount as of such date;

(i) for purposes of calculating the Series Allocation Percentage for
Series 2003-A with respect to allocations of Principal
Collections:

(a) ifno Early Amortization Event has occurred, on each date
on or prior (o the last day of the last Collection Period that
commences during the Revolving Period, the sum of (1) the
VBC Invested Amount as of such date, plus (2) [ %] of
the VBC Invested Amount as of such date, plus (3) the VBC
Notional Amount as of such date:

(b) if no Early Amortization Event has oc curred, on each date
during a Collection Period that commznces after the
Revolving Period, the sum of (1) the portion of the VBC
Invested Amount allocable to each outstanding Variable
Base Certificate as of the last day of the last Collection
Period that commenced during the Revolving Period, plus
(2) [_%)] of the VBC Invested Amount as of the last day
of the last Collection Period that comrienced during the
Revolving Period; and

(c) ifan Early Amortization Event has occurred, then on each
date thereafter, the sum of (1) the VBC Invested Amount as
the day on which such Early Amortization Event occurred,
plus (b) [__ %] of the VBC Invested Amount as of the day
on which such Early Amortization Event occurred.

As with the VBC Invested Amount, changes to the Adjusted Invested
Amount may occur during 2 Collection Period but will affect allocation
percentages only from the date of such change.

On each Business Day, the Servicer will allocate Series Interest
Collections, Series Default Amounts and Series Principal Collections
allocated to Series 2003-A as described above betwezn the Variable Base
Certificates (as so allocated, the “Investor Interest Collections™, “Investor
Default Amounts”™ and “Investor Principal Collections,” respectively) and
the Exchangeable Certificate as follows:

(iii) With respect to Series Interest Collections:

(a) 1f no Early Amortization Event has occurred, based on the
percentage equivalent of (1) the sum of the VBC Invested
Amount as of such date, plus ___ % of the VBC Invested
Amount as of such date, plus the VBC Motional Amount as
of such date, divided by (2) the Series Paol Balance (as
defined below) as of such date; and

b

~

if an Early Amortization event has occurred, based on the
percentage equivalent of (1) the sum of the VBC Invested
Amount, plus __ % of the VBC Invested Amount, plus the
VBC Notional Amount, in cach case as of the date on which
such Early Amortization Event occurs, divided by (2) the
Series Pool Balance as of the date on which such Early
Amortization Event occurs; and
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Giv) With respect to Scrics Default Amounts, based on the percentage
equivalent of (1) the sum of the VBC Invested Amount plus
[___%] of the VBC Invested Amount, plus the VBC Notional
Amount as of such date, divided by (2) the Series Pool Balance
as of such date; and

(v) With respect to Series Principal Collectios:

(@) Ifno Early Amortization Event has occurred, on each date
on or prior to the last day of the last Collection Period that
commences during the Revolving Period, based on the
percentage equivalent of (1) the sum of the VBC Invested
Amount as of such date, plus ___ % of the VBC Invested
Amount as of such date, plus the VBC Notional Amount as
of such date, divided by (2) the Series Pool Balance as of
such date;

(b) if no Edrly Amortization Event has occurred, on each date
during a Collection Period that commences after the
Revolving Period, based on the perceritage equivalent of (1)
the sum of (A) the portion of the VBC Invested Amount
allocable to each outstanding Variable Base Certificate as of
the last day of the last Collection Pericd that commenced
during the Revolving Period, plus (B) %] of the VRC
Invested Amount as of the last day of the last Collection
Period that commenced during the Revolving Period,
divided by (2) the Series Pool Balance as of the first day of
the last Collection Period that commenced during the
Revolving Period; and

(¢) if any Early Amortization Event has occurred, then on each
date thereafier, based on the percentage: equivalent of (1) the
sum of (A) the VBC Invested Amount as the day on which
such Early Amortization Event occurred, plus (B) [ %] of
the VBC Invested Amount as of the day on which such
Early Amortization Event occurred, divided by (2) the
Series Pool Balance as of the day on which such Early
Amortization Event occurred.

Series Interest Collections and Series Principal Collections for Series
2003-A allocated to the Exchangeable Certificate will be distributed daily
to the holder of the Exchangeable Certificate.

An Early Amortization Period will commence on the occurrence of any
Early Amortization Event, including on any date on which (i) the excess
of the Series Pool Balance for Series 2003-A over the Adjusted Invested
Amount applicable on such date for the allocation of Series Principal
Collections (the “Exchangeable Holder's Interest”) is reduced to an
amount less than (ii) the Required Exchangeable Certificate Amount for
Series 2003-A.

The “Required Exchangeable Certificate Amount” for Series 2003-A
means, for each date of determination, the product of the Adjusted
Invested Amount applicable on such date for the allocittion of Series
Principal Collections and the greater of (i) % or (ii) the percentage
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equivalent of a fraction.

(H [the numerator of which is the aggregate amount (not less than
zero) of Customer account refunds and negative bill adjustments
[(net of positive bill adjustments)] that were given or made by
PG&E to or for account holders during th: calendar month fof
the prior calendar year corresponding to the current calendar
month in which such determination is being made (the
“Anniversary Month™)];] and

) the denominator of which is the aggregate amount of net sales
credited to charge accounts recognized by PG&E during such
[Anniversary Month).

The “Series Pool Balance™ for any Series as of any date means the
product of the Pool Balance on such date and the related Series Allocation
Percentage applicablc on such date for the allocation of Series Principal
Collections. The “Required Series Pool Balance” for any Series as of any
date means the minimum portion of the Pool Balance required as a
funding base in the related Supplement, which in thz case of Series 2003-
A will equal the Adjusted Invested Amount applicable on such date for
the allocation of Series Principal Collections.

Amounts allocated to pay the principal of and intercst and Commitment
Fees accrued on the Variable Base Certificates will be retained in the
Collection Account maintained by the Trustee until sach Distribution
Date at which time such amount will be distributed o the VBC Holders.
While on deposit in the Collection Account, funds will be invested in
certain “Eligible Investments” in accordance with the Agreement.

“Defaulted Receivables” are Receivables charged off by the Servicer in
accordance with its customary servicing procedures. These procedures
provide among other things, that any Receivable that is [90] or more days
contractuaily delinquent will be charged off. The “Default Amount” with
respect to any Collection Period means the aggregatc amount of
Receivables that become Defaulted Receivables duri ng such Collection
Period. Default Amounts allocated the Variable Base Certificates may
reduce the VBC Invested Amount if not funded or “rzimbursed” from
Interest Collections or Principal Collections or from amounts set aside for
such purpose as the Investor Default Holdback Amount for the applicable
Collection Period, in each case as described below. Each such reduction
in the VBC Invested Amount is referred to herein as an “Investor Charge-
off”.

Investor Charge-Offs shall also be reimbursable on subsequent
Distribution Dates from Investor Interest Coliections and Investor
Principal Collections to the extent set forth herein under “Allocations of
Investor Interest Collections” and “Allocations of Investor Principal
Collections.” On Distribution Dates during the Revolving Period, such
reimbursements will result in an increase in the VBC Invested Amount
until all such Investor Charge-Offs have been reimbursed. During the
Revolving Period, amounts allocated to fund Default Amounts and
Investor Charge-Offs generally will be made available for reinvestment in
Receivables. On Distribution Dates following the termination of the
Revolving Period (or during the Revolving Period but on which certain
Discretionary Prepayments are to be made to VBC Holders in connection
with the allocation of Default Amounts to the Variable Base Certificates),
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Allocations of Investor
Interest Collections:

such reimbursements generally will be cffected by principal payments to
the related VBC Holders without further adjustments to the portion of the
VBC Invested Amount allocable thereto (up to the amounts by which the
portion of the VBC Invested Amount allocable thereto alrcady has been
reduced by the corresponding charge-off).

The “Investor Default Holdback Amount” for any Collection Period wilf
be equal to [insert default holdback formula 1

Amounts allocated to fund the Investor Default Holdback Amount during
any Collection Period will be applied on the related Distribution Date to
fund any Investor Default Amount allocated to the Variable Base
Certificates during such Collection Period, either by releasing them to the
Depositor for reinvestment in additional Receivables or applying them to
make principal payments in reduction of the VBC Balance, as
appropriate, based on whether Variable Base Certificates are currently
receiving principal payments (including Discretionary Prepayments),
without corresponding reductions in the VBC Invested Amount. Amounts
allocated to fund the Investor Default Holdback Amount during any
Collection Period in excess of the amount of any Investor Default
Amount for such Collection Period will be applied as Interest Collections
as specified under “Distributions of Collections” below.

At the beginning of each Business Day during a Collection Period (each
an “Allocation Day"), the Servicer will allocate Investor Interest
Collections received since the beginning of the preceding Business Day in
the following amounts and in the following priorities (in each case until
the referenced amounts have been so allocated during the related
Collection Period);

Q) an amount equal to the Servicing Fec for such Collection Period
(based on the assumption as of such day that no increase or
reduction of the VBC Invested Amount will occur prior to the
last day of such Collection Period), plus an amount equal to the
amount of any previously accrued and unpaid Servicing Fee;

(ii) an amount equal to the sum of interest, Commitment Fees and
certain administrative fees (including the premium payable to the
Insurer) specified in the Agreement (“Administrative Fees™) that
will accrue during the related Interest Period on the Variable
Base Certificates (based on the assumption as of such day that no
increase or reduction of the VBC Invested Amount will occur
prior to the last day of such Collection Period), plus an amount
equal to the amount of any previously accrued and unpaid
interest, Commitment Fees and Administrative Fees (together
with interest on all such past due amounts at a rate cqual to the
applicable Variable Base Certificatc Rate plus [ ]);

(iii) an amount equal to the Investor Default Holdback Amount for
the current Collection Period;

(v) an amount equal to all unreimbursed Investor Charge-Offs
previously allocated to the Variable Base Certificates;

(v) an amount equal to the amount required to reimburse the Trustee
for extraordinary expenscs reasonably incurred by it in the
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Allocations of Investor
Principal Collections:

(vi)

(vii)

(viii)

performance of its dutics, to the extent allocated to Senes 2003-
A;

for deposit into the Capitalized Interest Account in accordance
with the Agreement, an amount equal to the amount specified in
a notice delivered by the Servicer to the Trustee in anticipation
of an Increase;

for deposit into the Discretionary Prepayment Account, an
amount equal to the amount of any discretionary prepayment to
be made on any date after such Allocation Date as specified in a
notice of Discretionary Prepayment delivered to the Trustee and
each VBC Holder (each such payment a “Discretionary
Prepayment”); and

the balance to the Depositor for application in accordance with
the Recetvables Purchase Agreement.

* Revolving Period: At the beginning of each Allocation Day during
the Revolving Period, the Servicer will allocate Investor Principa!
Collections in the following amounts and in the following priorities
(in each case until the referenced amounts have been so allocated
during the related Collection Period).

(i1)

(iii)

(iv)

v)

an amount equal to the amount of all unreimbursed Investor
Charge-Offs (to the extent not funded from Investor Interest
Collections as described above);

anamount equal to the aggregate amount of the Investor Default
Amounts allocated to the Variable Base Certificates during the
telated Collection Period prior to such Allocation Date (to the
extent such amount exceeds the Investor Default Holdback
Amount, or the portion thereof previously funded from Investor
Interest Collections as set forth above, and amounts available to
be withdrawn from Investor Principal Collections deposited in
the Retained Amount Account (such funds, the “Investor
Component” of the Retained Amount Account (as defined in the
Agreement)));

for deposit into the Capitalized Interest Account in accordance
with the Agreement, an amount equal to the amount specified in
a notice delivered by the Servicer to the Trustee in anticipation
of an Increase (to the extent not funded from Investor Intercst
Collections as described above);

for deposit into the Discretionary Prepayment Account, an
amount equal to the amount of any Discretionary Prepayment to
be made on any date after such Allocation Date as specified in a
notice of Discretionary Prepayment delivered to the Trustee and
each VBC Holder (to the extent not funded from Investor
Interest Collections as described above);

for deposit into the Retained Amount Account an amount equal
to the amount required under the Agreement to be deposited into
the Retained Amount Account on such date; and
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(vi)

the balance to the Depositor for application in accordance with
the Receivables Purchase Agreement.

Controlled Amortization Period: At the beginning of each
Allocation Day during the Controlied Amortization Period, the

Servicer will allocate Investor Principal Coliections in the following
amounts and in the following priorities (in each case until the

referenced amounts have been so allocated during the related

Collection Period):

)

(i)

(iii)

@iv)

\

(vi)

(vii)

the sum of an amount, for each Variable Base Certificate, equal
to the lesser of: (a) the related Controlled Amortization Amount
and (b) the portion of the related Cumnulative Controlled
Amortization Amount that has not already been funded through
one or more distributions of Controlled Amortization Amounts
(as defined in the Agreement), Discretionary Prepayments on
prior Distribution Dates, which amount will be paid to the
related VBC Holders on the related Distribution Date on a pro
rata basis;

an amount equal to the amount of any remaining unreimbursed
Investor Charge-Offs (to the extent not funded from Investor
Interest Collections as described above);

an amount equal to the aggregate amount of the Investor Default
Amounts allocated to the Variable Base Certificates during the
related Collection Period prior to such Allocation Date (to the
extent such amount exceeds the Investor Default Holdback
Amount, or the portion thereof previously funded from Investor
Interest Collections as set forth above, and amounts available to
be withdrawn from the Investor Component of the Retained
Amount Account);

for deposit into the Capitalized Interest Account, an amount
cqual to the amount specified in a notice delivered by the
Servicer to the Trustee in anticipation of an Increase (to the
extent not funded from Investor Interest Collections as set forth
above);

for deposit into the Discretionary Prepayment Account, an
amount equal to the amount of any Discretionary Prepayment to
be made on any date after such Allocation Date as specified in a
notice of Discretionary Prepayment delivered to the Trustee and
each VBC Holder (to the extent not funded from Investor
Interest Collections as set forth above),

for deposit into the Retained Amount Account an amount equal
to the amount required under the Agreement to be deposited into
the Retained Amount Account on such date: and

the balance to the Depositor for application in accordance with
the Receivables Purchase Agreement.

* Early Amortization Period: At the beginning of each Allocation
Day during the Early Amortization Period, the Servicer will allocate
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Capitalized Interest
Account and Retained
Amount Account

Distribution of
Collections:

Investor Principal Collections in the following amounts and in the
following priorities (in each case until the referenced amounts have
been so allocated during the related Collection Period):

(viil)  an amount equal to the VBC Balance, which amount shall be
paid to the VBC Holders on the related Distribution Date on a
pro rata basis; and

(ix) the balance of the Depositor for application in accordance with
the Receivables Purchase Agreement.

The Capitalized Interest Account and the Retained Amount Account will
each be established by the Servicer in the name of the Trustee in
accordance with the Agreement. The purpose of the Capitalized Interes(
Account will be to fund interest that (i) will accrue in respect of a drawing
under the Variable Base Certificates and (ii) is payable on the first
Distribution Datc following such drawing (in the event that the short
initial Coliection Period may not be sufficient, as determined by the
Servicer, to allow for the accumulation of al such interest). The purpose
of the Retained Amount Account will be to retain Collections that would
otherwise be payable to the holder of the Exchangeable Certificate in the
cvent that (and to the extent that) the Required Series Pool Balance and/or
the Required Exchangeable Certificate Amount exceed, respectively, the
Series Pool Balance or the Exchangeable Holder’s Interest.

On or before each Determination Date, the Servicer will provide written
directions to the Trustee directing the Trustee to distribute to the VBC
Holders (or to the applicable payee, in case of the Commitment Fees and
Administration Fees) on the following Distribution Date from amounts on
deposit in the Collection Account (after payment of the amounts allocated
to fund the relatcd Servicing Fee (and any accrued and unpaid Monthly
Servicing Fee for prior periods) as described in “Allocation of Investor
Interest Collections™ above:

(i) Revolving Period: if such Distribution Date relates to a
Collection Period that commences prior to the end of the
Revolving Period and during which an Early
Amortization Event did not occur, in the following order:

(A) from Investor Interest Collections and, if those are
insufficient, Investor Principal Collections, an amount
equal to the sum of the interest, Commitment Fees and
Administrative Fees that accrued during the related
Interest Period on the Variable Base Certificates, plus
the amount of any previously accrued and unpaid
interest, Commitment Fees and Administrative Fees
(together with interest on all such past due amounts at a
rate equal to the applicable Variable Base Certificate
Rate plus { ]);

(B) from remaining Investor Interest Collections, the
amount of Investor Default Amounts allocated to the
Variable Base Certificates during the related Collection
Period, but not in excess of the aggregate amount, if
any, of Discretionary Prepayments payable on such
Distribution Date or deposits to be made into the
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(ii)

Retained Amount Account on such Distribution Date;

(C) from remaining Investor Interest Collections, the
amount of unreimbursed Investor Charge-Offs for such
Distribution Date, but not in excess of the aggregatc
amount, if any, of Discretionary Prepayments payable
on such Distribution Date or deposits to be made into
the Retained Amount Account on such Distribution
Date (to the extent not funded from Investor Interest
Collections as set forth above),

(D) from remaining Investor Interest Collections, the
amount of any Discretionary Prepayment payable on
such Distribution Date (to the extent not funded from
Investor Interest Collections as set forth above)

(E) from remaining Investor Principal Coliections, the
amount of unreimbursed Investor Charge-Offs for such
Distribution Date, but not in excess of the agpregate
amount, if any, of Discretionary Prepayments payable
on such Distribution Date or amounts required to be
deposited into the Retained Amount Account on such
Distribution Date (to the extent not funded from
Investor Interest Collections as set forth above);

(€3] from remaining Investor Principal Collections, the
amount of Investor Default Amounts allocated to the
Variable Base Certificates during the related Collection
Period, but not in excess of the aggregate amount, if
any, of Discretionary Prepayments payable on such
Distribution Date or amounts required to be deposited
into the Retained Amount Account on such Distribution
Date (to the extent not funded from Investor Interest
Collections and Investor Principal Collections as set
forth above); and

G) from remaining Investor Principal Collections, the
amount of any Discretionary Prepayment payable on
such Distribution Date (to the extent not funded from
Investor Interest Collections and Investor Principal
Collections as set forth above).

Controlled Amortization Period: if such Distribution Date
relates to a Collection Period that commences during the
Controlled Amortization Period and during which an Early
Amortization Event did not oceur, in the following order;

(A) from Investor Interest Collections and, if those are
insufficient, Investor Principal Collcctions, an amount
equal to the sum of the interest and Adminisirative Fees
that accrued during the related Interest Period on the
Variable Base Certificates, plus the amount of any
previously accrued and unpaid interest, Commitment
Fees and Administrative Fees (together with interest on
all such past due amounts at a rate equal to the
applicable Variable Base Certificate Rate plus{ b
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(B)

©)

D)

(B

(F)

(G)

(H)

from remaining Investor Interest Collections, the
amount of Investor Default Amounts allocated to the
Variable Base Certificates during the related Collection
Period, but not in excess of the aggregate amount, if
any, of Discretionary Prepayments and Controlied
Amontization Amounts payable on such Distribution
Date or amounts required to be deposited into the
Retained Amount Account on such Distribution Date;

from remaining Investor Interest Collections, the
amount of unreimbursed Investor Charge-Offs for such
Distribution Date, but not in excess of the aggregate
amoun, if any, of Discretionary Prepayments and
Controlled Amortization Amounts payable on such
Distribution Date or amounts required to be deposited
into the Retained Amount Account on such Distribution
Date (to the extent not funded from Investor Interest
Collections as set forth above);

from remaining Investor Interest Collections, the
amount of any Controlled Amortization Amounts
payable on such Distribution Date (to the extent not
funded from Investor Interest Collections as set forth
above);

from remaining Investor Interest Collections, the
amount of any Discretionary Prepayment payable on
such Distribution Date (to the extent not funded from
Investor Interest Collections as set forth above);

from remaining Investor Principal Collections, the sum
of the amounts equal to, with respect to each Variable
Base Certificate, the lesser of (a) the related Controlled
Amortization Amount for such Variable Base
Certificate and (b) the portion of the related Cumulative
Controlled Amortization Amount that has not already
been funded through one or more distributions of
Controlled Amortization Amounts or Discretionary
Prepayments in respect of such Variable Base
Certificate made since the termination of the Revolving
Period and-prior to such Distribution Date;

from remaining Investor Principal Collections, the
amount of unreimbursed Investor Charge-Offs for such
Distribution Date, but not in excess of the aggregate
amount, if any, of in Discretionary Prepayments and
payments made in respect of Controlled Amortization
Amounts or Cumulative Controlied Amortization
Amounts payable on such Distribution Date or amounts
required to be deposited into the Retained Amount
Account on such Distribution Date (to the extent not
funded from Investor Interest Collections and Iavestor
Principal Collections as set forth above);

from remaining Investor Principal Collections, the
amount of [nvestor Default Amounts allocated to the

15



Early Amortization
Events:

Variable Base Certificates during the related Collection
Period, but not in excess of the aggregate amount, if
any, of Discretionary Prepayments and payments made
in respect of Controlled Amortization Amounts or
Cumulative Controlled Amortization Amounts payable
on such Distribution Date or amounts required to be
deposited into the Retained Amount Account on such
Distribution Date (to the extent not funded from
Investor Interest Collections and Investor Principal
Collections as set forth above); and

(H from remaining Investor Principal Collections, the
amount of any Discretionary Prepayment payable on
such Distribution Date (to the extent not funded from
Investor Interest Collections and Investor Principal
Coliections as set forth above).

(i) Early Amortization Period: if such Distribution Date relates to
a Collection Period that commences afier the occurrence of an
Early Amortization Event or during which an Early Amortization
Event occurs, in the following order:

A) from Investor Interest Collections and Investor
Principal Collections, an amount equal to the sum of the
interest and Administrative Fees that accrued during the
related Interest Period on the Variable Base
Certificates, plus the amount of any previously accrued
and unpaid interest, Commitment Fees and
Administrative Fees (together with interest on all such
past due amounts at a rate equal to the applicable
Variable Base Certificate Rate plus [n;

(B) from Investor Interest Collections and Investor
Principal Collections, an amount equal to the
outstanding VBC Balance on such Distribution Date.

On each Distribution Date, all amounts retained in the Collection Account
and not required to be distributed as described above or otherwise
distributed or retained pursuant to the Agreement will be distributed to
the Depositor for application in accordance with the Receivables Purchase
Agreement.

During the period following the commencement of an Early Amortization
Event, Principal Collections allocated to the Variable Base Certificates
will not be paid to the Depositor to reinvest in new Receivables, but will
instead be distributed to the VBC Holders on a pro rata basis, until the
VBC Balance has been reduced to zero. Early Amortization Events shall
include:

(1) Any Early Amortization Event with respect to another
(subsequently issued) outstanding Series, if any;

) failure of the Depositor to make certain payments or transfer of
funds for the benefit of Certificate holders within { ] Business
Days of receipt of written notice from the Trustee that such
amounts were not paid when due or a material breach of certain
covenants by the Depositor remains uncured for more than [}
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)

4

)

(6)

)

®)

9)

days;

the Trust or Depositor becomes an investment company within
the meaning of the Investment Company Act of 1940, as
amended;

the occurrence of certain Servicer defaults specified in the
Agreement (each a “Servicer Default™);

the VBC Balance is not reduced to zero on the related Expected
Final Distribution Date, or any Controlled Amortization Amount
is not paid in full when due;

the occurrence of certain events of bankruptcy, insolvency or
receivership involving the Depositor or PG&E;

a material breach of certain representations or warranties of the
Depositor remains uncured for more than [ 1 days unless the
Depositor has repurchased, or has accepted reassignment of the
related Receivable;

the Exchangeable Holder's Interest is reduced below the
Required Exchangeable Certificate Amount;

taken as an average of the relevant calculation for each of the
three preceding calendar months:

(1) the annualized percentage equivalent of a fraction, (a)
the numerator of which is the amount of Series Interest
Collections with respect to the Series 2003-A for such
month less the Investor Default Amount for such
month, and (b) the denominator of which is the Series
Pool Balance with respect to the Series 2003-A as of
the first day of such month (the “Portfolio Yield” for
such month), is less than [_1%;

(in) the annualized percentage equivalent of a fraction, the
numerator of which is the Default Amount for such
month and the denominator of which is the Pool
Balance as of the first day of such month (the “Default
Rate” for such month) exceeds [_I%;

(ii) the annualized percentage equivalent of a fraction, (a)
the numerator of which is Investor Interest Collections
for such month less (1) the amount of accrued Servicing
Fees for such month; (2) interest and any Commitment
Fees accrued on the Variable Base Centificates during
such month and (3) the Investor Default Amount for
such month, and (b) the denominator of which is the
average of the Adjusted Invested Amount applicable for
the allocation of Series Principal Collections to Series
2003-A for each day during such Collection Period (the
“Excess Spread” for such month), is less than [___]%;

@iv) the percentage equivalent of a fraction, the numerator of
which is the aggregate of the balance of Eligible
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Additional Series:

Tax Considerations:

ERISA Eligibility:

Receivables that are [ ] or more days contractually
delinquent as of the last day of such month, and the
denominator of which is the Pool Balance as of the last
day of such month (the “Dclinquency Rate” for such
month), exceeds [ 1%,; or

) the percentage equivalent of a fraction, the numerator of
which is the aggregate amount of all Collections in
respect of Eligible Receivables received during such
month, and the denominator of which is the aggregate
of the balance of all Eligible Receivables as of the first
day of such month (the “Monthly Payment Rate” for
such month), is less than [___]%.

(9) [As otherwise required by the Rating Agency, the Insurer or
investors]

The occurrence of the Early Amortization Events mentioned in (3) or (6)
above also shall give rise to a “Liquidation Event”, obligating the Trustee
to attempt to sell the portfolio and retire the Variable Base Certificates
carly (unless the Trustee is directed otherwise by Holders of Certificates
evidencing a majority of the Adjusted Invested Amount of each Series of
Investor Certificates (or of cach class of such Series) as described in the
Agreement). Any Early Amortization Event, unless caused by a Servicer
Default arising as a result of the replacement of PG&E as the Servicer,
may be waived by holders of Variable Base Certificates representing
more than 50% of the VBC Invested Amount.

The Agreement allows for the issuance of additional series of Certificates
with terms that vary from those of the Variable Base Certificates.

The Variable Base Certificates will be characterized as debt for federal
income tax purposes.

[to follow]
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