UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549-3010

DIVISION OF
CORPORATION FINANCE

March 6, 2008

Frances S. Chang

Senior Counsel

Law Department

PG&E Corporation

One Market, Spear Tower
Suite 400

San Francisco, CA 94105

Re:  PG&E Corporation
Incoming letter dated January 10, 2008

Dear Ms. Chang:

This is in response to your letter dated January 10, 2008 concerning the
shareholder proposal submitted to PG&E by the Free Enterprise Action Fund. We also
have received a letter on the proponent’s behalf dated January 16, 2008. Our response is
attached to the enclosed photocopy of your correspondence. By doing this, we avoid
having to recite or summarize the facts set forth in the correspondence. Copies of all of
the correspondence also will be provided to the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.

Sincerely,

Jonathan A. Ingram ;
Deputy Chief Counsel

Enclosures

cc: Steven J. Milloy
Managing Partner & General Counsel
Action Fund Management, LLC
12309 Briarbush Lane
Potomac, MD 20854
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March 6, 2008

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  PG&E Corporation
Incoming letter dated January 10, 2008

The proposal requests that the board prepare a global warming report.

There appears to be some basis for your view that PG&E may exclude the
proposal under rule 14a-8(i)(10). Accordingly, we will not recommend enforcement
action to the Commission if PG&E omits the proposal from its proxy materials in reliance
on rule 14a-8(i)(10). In reaching this position, we have not found it necessary to address

the alternative bases for omission upon which PG&E relies.

Sincerely,

Greg Belliston
Special Counsel
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U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel

100 F Street, N.E.

Washington, D.C. 20549

Re:  PG&E Corporation—Notice of Intent to Omit Shareholder Proposal from Proxy
Materials Pursuant to Rule 14a-8 Promulgated under the Securities Exchange
Act of 1934, as amended, and Request for No-Action Ruling—Proposal from
Free Enterprise Action Fund (FEAOX)

Ladies and Gentlemen:

PG&E Corporation, a California corporation, submits this letter under Rule 14a-8(j) of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), to notify the Securities and
Exchange Commission (the “Commission”) of PG&E Corporation’s intent to exclude a
shareholder proposal (with the supporting statement, the “Proposal”) from the proxy materials
for PG&E Corporation’s 2008 Annual Meeting of Shareholders (the “2008 Proxy Materials”)
under, alternatively: .

* Rule 14a-8(i)(10) because the Proposal is substantially implemented, or
* Rule 14a-8(i)(6) because portions of the Proposal would be impossible to implement.

The Proposal was submitted by the Free Enterprise Action Fund (the “Proponent”). PG&E
Corporation asks that the staff of the Division of Corporation Finance of the Commission (the
“Staff”) confirm that it will not recommend to the Commission that any enforcement action be
taken if PG&E Corporation excludes the Proposal from its 2008 Proxy Materials.

In accordance with Rule 14a-8(j), six copies of this letter and its attachments are enclosed.
Also, in accordance with Rule 14a-8(j), a copy of this letter and its attachments is being mailed
on this date to Proponent’s authorized representative, Steven J. Milloy of action fund
management, LLC, investment advisor to FEAOX. The letter informs the Proponent's
representative of PG&E Corporation’s intention to omit the Proposal from its 2008 Proxy
Materials. Pursuant to Rule 14a-8(j), this letter is being submitted not less than 80 days before
PG&E Corporation files its definitive 2008 Proxy Materials with the Commission.

. BACKGROUND
A. The Proposal

PG&E Corporation received the Proposal on November 13, 2007. A copy of the Proposal and
related correspondence is attached to this letter as Exhibit A. The Proposal consists of two
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portions: the resolution requesting action, and the supporting statement. Each is discussed
below:

Resolution - The text of the resolution is as follows:

Resolved: The shareholders request that the Board of Directors prepare by October 2008, at
reasonable expense and omitting proprietary information, a Global Warming Report. The report
may describe and discuss how action taken to date by PG&E to reduce its impact on global
climate change has affected global climate in terms of any changes in mean global temperature
and any undesirable climatic and weather-related events and disasters avoided.

The resolution requests a “Global Warming Report” but, unlike many other Rule 14a-8
shareholder proposals requesting board reports on climate change issues, this Proposal does
not specify the scope or content of that report. The second sentence suggests one type of
information that may be described and discussed in the requested Global Warming Report, i.e.,
the impact that PG&E Corporation’s actions have had on mean global temperature and events
and disasters that have not occurred.

Supporting Statement - The supporting statement notes that PG&E Corporation is a member of
the U.S. Climate Action Partnership (USCAP), a group that “lobbies for global warming
regulation.” The supporting statement then presents a series of statements supporting a view
that carbon dioxide regulation will not affect global temperature, but will harm the economy. The
citations include references to the Environmental Protection Agency, youtube.com, and a paper
authored by the Proponent'’s representative and another individual.

B. PG&E Corporation’s Climate Change' Activities/Position

PG&E Corporation recently produced a report entitled “Global Climate Change Risks:
Challenges, Opportunities, and a Call to Action” (the “PG&E Global Climate Change Report”).
This is the latest in a long line of annual environmental reports that PG&E Corporation and its
subsidiary, Pacific Gas and Electric Company, have produced since the early 1990’s. The
PG&E Global Climate Change Report is available on PG&E Corporation’s publicly-accessible
Internet site, and a copy is enclosed as Exhibit B. The Public Policy Committee of the PG&E
Corporation Board of Directors provided guidance on the overall parameters of the PG&E
Global Climate Change Report, and the final report was presented to the full Board of Directors
for review.

The PG&E Global Climate Change Report discusses, among other things:

e PG&E Corporation’s position on climate change,
e A summary of expert opinions supporting the existence of climate change risks,
¢ A summary of scientific observations relating to temperature changes,

Because “global warming” is a subset of “climate change” (climate change also
encompasses “global cooling”), PG&E Corporation believes that its discussions of climate
change activities address the Proponent’s requests regarding “global warming.”

CFOCC-00038934



W1 PG&E Corporation.

U.S. Securities and Exchange Commission
January 10, 2008
Page 3

e Projected impacts of climate change on California,

o Increases in public, shareholder, and legislative pressure to address the risk of climate
change,

o PG&E Corporation’s climate change policies, and

e Actions taken to date by PG&E Corporation regarding climate change.

PG&E Corporation also participates in the data gathering efforts of the Carbon Disclosure
Project, which is an international, independent, not-for-profit organization that facilitates
dialogue on climate change by providing access to information regarding the business risks and
opportunities presented by climate change and greenhouse gas emission data from the world’s
largest companies. PG&E Corporation’s submission to the Carbon Disclosure Project is
available to the public at http://www.cdproject.net/index.asp, and answers questions regarding
PG&E Corporation’s status in the following areas: (1) risks, opportunities, and strategies
associated with climate change. (2) procedures and methods for accounting for greenhouse gas
emissions, (3) estimates of greenhouse gas emissions, (4) management of greenhouse gas
emissions, and (5) internal governance/responsibility for climate change issues. A copy of
PG&E Corporation’s most recent submission to the Carbon Disclosure Project is enclosed as
Exhibit C.

il REASONS FOR EXCLUSION

A. PG&E Corporation’s Existing Reports Substantially Implement the
Proposal, and the Proposal may be Excluded Under Rule 14a-8(i)(10).

PG&E Corporation already provides the public with both general information regarding climate
change, and more detailed information pertaining to PG&E Corporation’s response to climate
change issues. Such information includes (1) general research and positions regarding the
existence of climate change, and projected impacts on California, (2) public and legislative
reaction to climate change, (3) potential impacts of climate change on PG&E Corporation, (4)
PG&E Corporation’s resulting policies on climate change, (5) estimates of PG&E Corporation’s
greenhouse gas emissions, (6) assignment of responsibility within PG&E Corporation for climate
changes issues (including links between climate change and individual employee
compensation), and (7) PG&E Corporation’s plans to address climate change, and the resulting
steps taken to date. Given that PG&E Corporation already provides such a comprehensive and
wide ranging discussion of issues related to climate change and PG&E Corporation’s response,
and the fact that the Proposal does not specify the content of the proposed “Global Warming
Report,” PG&E Corporation believes that the Proposal may be omitted from the 2008 Proxy
Materials pursuant to Rule 14a-8(i)(10) because it has been substantially implemented.

Rule 14a-8(i)(10) permits an issuer to omit a Rule 14a-8 proposal if the company has already
“substantially implemented the proposal.” The purpose of Rule 14a-8(i)(10) is "to avoid the
possibility of shareholders having to consider matters which have already been favorably acted
upon by management." See Exchange Act Release No. 34-12598 (regarding predecessor rule
to Rule 14-8(i)(10)) (July 7, 1976).
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In the past, the Staff has concurred that companies could rely on Rule 14a-8(i)(10) to omit
proposals requesting reports on specific topics — including climate change - where the company
already produced materials that addressed the topics noted in the proposal. For example, the
Staff concurred that Exxon Mobil could rely on Rule 14a-8(i)(10) to omit a proposal requesting
that the board report on Exxon Mobil’s “response to rising regulatory, competitive, and public
pressure to develop renewable energy technologies and products.” In that case, Exxon Mobil’s
executive speeches and the existing report entitted Tomorrow’s Energy, A Perspective on
Energy Trends, Greenhouse Gas Emissions, and Future Energy Options, already provided the
public with details regarding the company’s long-term energy outlook, greenhouse gas
emissions, technology options for the longer term (including assessing the potential of new and
alternative energy options), and management of investments and operations through a period of
changing expectations and regulatory uncertainty. See Exxon Mobil Corporation (avail. Mar. 23,
2007). See also Albertsons, Inc. (avail. Mar. 23, 2005) (the Staff concurred that Rule 14a-
8(i)(10) provided grounds to omit a proposal requesting that the company disclose its social,
environmental, and economic performance by issuing annual sustainability reports; the
company informed the proponent and the Staff that it already prepared a Company Profile
report that addressed issues raised in the proposal); Exxon Mobil Corporation (avail. Mar. 18,
2004) (the Staff concurred that Rule 14a-8(i)(10) provided grounds to omit a proposal
requesting that the independent board members report on how management could promote
renewable energy sources and develop strategic plans to bring renewable energy sources into
the company’s energy mix; the company informed the proponent and the Staff that it had
produced a report entitled Report on Energy Trends, Greenhouse Gas Emissions and
Alternative Energy, which implemented the proposal).

The Proposal can be distinguished from other instances in which the Staff denied No-Action
Letter relief to companies relying on Rule 14a-8(i)(10) to omit proposals requesting global
warming reports. In each of those cases, the proposal stated that the report should include or
address specific enumerated, itemized issues. See, e.g., Occidental Petroleum Company
(avail. Feb. 7, 2006), where the proposal requested a report on report on global warming that
included five specific types of information and proponent’s response to the NAL request pointed
out the various ways in which those types of information were not addressed; Exxon Mobil
Corporation (avail. Mar. 18, 2004), where the proposal requested data to support Exxon’s
position on climate change, and asked that the data address four detailed questions that were
listed in the proposal; proponent argued that the company’s report did not provide any of the
four sets of data requested.

In contrast, the Proposal requests a general “Global Warming Report,” and only suggests that
the report “may” include a discussion of certain topics. This language is very different than
language in the proposals which could not be omitted pursuant to Rule 14a-8(i)(1 0). Given the
lack of content requirements for the Proposal’s Global Warming Report, and the wide range of
climate change issues covered in the PG&E Corporation’s existing reports (which range from
general climate change concerns to details regarding PG&E Corporation’s policies and
practices responding to climate change issues) PG&E Corporation believes it has substantially
implemented the Proposal and may omit the Proposal from the 2008 Proxy Materials. Such
action would be permitted pursuant to Rule 14a-8(i)(10), and would be consistent with prior Staff
No-Action Letters.
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B. To the Extent that the Staff Believes the Proposal Requires Analysis of the
Impact of PG&E Corporation’s Actions on Mean Global Temperature and
Other Indices of Global Climate Change, the Proposal is Impermissibly
Vague and Impossible to Implement, and may be Excluded Under Rule 14a-
8(i)(3) and Rule 14a-8(i)(6).

If the Staff interprets the Proposal to require that the proposed Global Warming Report describe
and discuss how action taken to date by PG&E Corporation to reduce its impact on global
climate change has affected global climate in terms of (1) any undesirable climatic and weather-
related events and disasters avoided, and (2) any changes in mean global temperature, then
PG&E Corporation believes the Proposal is inherently vague and indefinite, and PG&E
Corporation cannot reasonably determine the specific requested information. The Proposal
thus may be omitted pursuant to Rule 14a-8(i)(3) and Rule 14a-8(i)(6).

Rule 14a-8(i)(3) allows the exclusion of a shareholder proposal if the proposal or supporting
statement is contrary to any of the Commission's proxy rules or regulations. The Staff has
consistently taken the position that vague and indefinite shareholder proposals are excludable
under Rule 14a-8(i)(3) because "neither the stockholders voting on the proposal, nor the
company in implementing the proposal (if adopted), would be able to determine with any
reasonable certainty exactly what actions or measures the proposal requires." Staff Legal
Bulletin No. 14B (avail. Sept. 15, 2004). Moreover, a proposal is sufficiently vague and
indefinite so as to justify exclusion where a company and its shareholders might interpret the
proposal differently, such that "any action ultimately taken by the company upon implementation
of the proposal could be significantly different from the actions envisioned by the shareholders
voting on the proposal." Fuqua Industries, Inc. (avail. Mar. 12, 1991). In addition, under Rule
14a-8(i)(6), a company "lacks[s] the power or authority to implement" a proposal when the
proposal "is so vague and indefinite that [the company] would be unable to determine what
action should be taken." Int'! Business Machines Corp. (avail. Jan. 14, 1992).

First, the Proponent is requesting that PG&E Corporation determine a negative, i.e., how PG&E
Corporation’s actions have helped avoid climate-related events and disasters. To make this
assessment, PG&E Corporation would need to define, identify and characterize disasters and
events that have not occurred. The Proposal gives no guidance as to how PG&E Corporation
would approach this topic. If the Proposal were adopted, PG&E Corporation would not be able
to determine with reasonable certainty what action the Corporation should take in response.
Even if such events could be reasonably defined, and a formula or methodology developed to
predict what elements contribute to the non-occurrence of such events, it would be difficult and
speculative, at best, to assess how PG&E Corporation’s numerous and varied activities impact
the fact that certain events did not occur, and PG&E Corporation may omit the Proposal.

In addition, it is not reasonably possible for PG&E Corporation to determine the effects its
actions have had on “mean global temperature.” Global warming is a complex scientific
phenomenon that potentially can be impacted by the action and/or inaction of innumerable
actors, as well as natural occurrences. Further, the Corporation has taken a wide variety of
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actions in response to global warming, which range from promoting individual customer use of
energy-saving light bulbs to engaging decision makers in discussions of the global warming
issue and potential solutions. Each of the Corporation’s individual efforts would require a
different type of analysis to assign a value to the “results” in that effort. It would be even more
difficult, and unreasonably complex, to assess that effort’s contributions to an issue as broad as
“mean global temperature.” To the extent that the Proposal requires the Corporation to
determine the Corporation’s impact on “changes in mean global temperature and any
undesirable climatic and weather-related events and disasters avoided,” the Corporation does
not have the scientific resources available to make such a determination.

While the Staff has not previously directly addressed the question of whether such a request is
impossible to implement, prior Staff No-Action Letters are consistent with the position that a
proposal may be excluded pursuant to Rule 14a-8(i)(6) because the company does not have the
resources to determine the requested information. In Anheuser-Busch Companies, Inc. (Feb. 9,
1993), the Staff stated that a charitable contributions proposal which requested the company to
make contributions to only those little league organizations that give each child the same
amount of playing time as practically possible could be excluded under Rule 14a-8(i)(6).
Similarly, in General Motors Corporation (avail. March 9, 1981), the Staff did not recommend
action with respect to General Motors' exclusion of a proposal that it ascertain the number of
avowed Communists, Marxists, Leninists and Maoists on the faculty and in the administration of
any particular school before making a donation to the school without guidance as to how to
determine which persons fell within the prohibited group.

For the reasons discussed above, PG&E Corporation believes it may omit the Proposal from the
2008 Proxy Materials as provided in Rule 14a-8(i)(3) and Rule 14a-8(i)(6), and that such action
would be consistent with prior Staff No-Action Letters.

il CONCLUSION

As discussed above, the Proposal has been substantially implemented, could be interpreted to
request action that is impossible to implement, and relates to PG&E Corporation’s ordinary
business operations. As a result, and based on the facts and the no-action letter precedent
discussed above, PG&E Corporation intends to exclude the Proposal from its 2008 Proxy
Materials in reliance on Rule 14a-8(i)(10) and Rule 14a-8(i)(6). By this letter, | request
confirmation that the Staff will not recommend enforcement action to the Commission if PG&E
Corporation excludes the Proposal from its 2008 Proxy Materials in reliance on the
aforementioned rules.

If possible, | would appreciate it if the Staff would send a copy of its response to this request to
me by fax at (415) 817-8225 when it is available. PG&E Corporation will promptly forward an
e-mail a copy of the letter to the Proponent’s representative. Mr. Milloy’s e-mail address is
steve@feaox.com.

Please confirm this filing by returning a receipt-stamped copy of this letter. An extra copy of this
letter and a pre-addressed postage paid envelope are enclosed.
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If you have any questions regarding this request or desire additional information, please contact
me at (415) 817-8207.

Very Truly Yours,

Frances S. Chang

cc: Steven J. Milloy.
Linda Y.H. Cheng

Attachment: Exhibits A, B, C
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BY FAX
November 13, 2007

Linda Y.H. Cheng

Vice President, Corporate Governance and Corporate Secretary
PG&E Corporation and Pecific Gas and Eleciric Company
One Market, Spear Towar, Suite 2400

San Francisco, CA 94104

Dear Ms. Cheng:

1 hereby submit the enclosed sharhiolder proposal (“Proposal™) for inclusion in the PG&E
Corporation’s (the “Company™) proxy statement.to be sirculated to Company shareholders in
conjunction with the next anrival meeting of shareholders, The Proposal is submitted under Rule
14(a)-8 (Proposals of Security Holders) of the 1.8, Securities and Exchange Commission's
proxy regulations.

The Free Enterprise Action Fund (“FEAQX").is the beneficial owner of approximately 204
shares.of the Company’s common stock, 181 shares of which have been held continuously for
more than a vear prior to this date of submission. The FEAOX intends to hold the shares
through the date of the Company’s next annual mesting of shareholders, The record holder's
appropriate verification of the FEAOX’s beneficial ownership will follow.

The FEAOXs designated representatives on this matter are Mr. Steven J. Milloy and Dr.
Thomas J. Borelli, both of Action Pund Management, LLC, 12309 Briarbush Lane, Potomag,
MD 20854, Action Fund Management, LLC is the investiment adviser to the FEAQX. Bither Mr.
Milloy or Dr. Borelli will present the Proposal for consideration at the annual meeting of
shareholders.

If you h_@e- any questions or wish:to discuss the Proposal, pleass contact Mr. Millgy at 301-258-
2852. Copies of corresponderice ora request for a “no-action™ letter should be Torwarded to Mr.
Milloy e/o Action Fund Management, LLC, 12309 Briarbush Lane, Potomac, MD 20854,

Sincespt

Sleveh 5. Milloy
Managing Partner
investnient Adviser to the FEAOX, Owner of PGEE Corporation Common Stock

Attachment;  Sharcholder Proposal: Global Warming Report
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Global Warming Report

Resolved: The shareholders request that the Board of Directors prepare by Qctober 2008,
at reasonable expense and omitting proprietary information, 2 Global Warming Report,

he report may describe and discuss how.action taken to-date by PGEE to reduce its
impact on global climate change has affected global climate in terms of any changes in
mean global temperature and any undesirable tlimatic and weather-related events and
disasters avoided.

Supporting Statement;

PG&E says ortits'web site that it supports action on global warming. PG&E isa member
ofthe U.S. Cliate Action Partnership (USCAP), 2 group that lobbies for global
warming regulation,

But scientific data show that atmospheric levels of carbon dioxide, the gréenhouse gas of
primary concern in global warming, do not drive global temperature. See eg.
hittp://youtube. com/watchv=XDIINVT YRXU.

Even assuming for the sake of argument that atmospheric carbon dioxide levels affect
global temperatures, the U.S. Environmental Protection Agency recently projected that
US. regulation of manmade greenhiouse gasemissions would have a trivial impact on
atmospheric concentrations of sorbon dioxids, Sze

h Y_IJIWWW."»Q. et} hangeld fa] 766ana

So U.8. greenhouse gas regulation is not likely to discernibly affect global climate.

Global warming regulation is expected to hamm the economy. The Congressional Budget
Office, U.8. Department of Bnergy and prominent economists stich as Alan Greenspan,
Arthur Laffer and Greg Mankiw all say that cap-and-trade — a type of greenhouse giis
regulation pramoted by USCAP ~ would rediice econoric growth, See e.g.,

http:/fwww. jankscience com/failure to disciose.pdf

Shareholders want to know how PG&R®s actions relating to global warming may be
affecting global climate,

Page 1 of ¢
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THE NEED FOR ACTION IS URGENT.
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LETTER FROM THE CHAIRMAN
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PG&E’s Stance on Climate Change

At PG&E, we accept the scientific
consensus that climate change is
occurring and threatens to signifi-
cantly alter the environment for
current and future generations. This
consensus has been articulated by
the Intergovernmental Panel on
Climate Chanae (IPCC) and other
SLiitilie Giyai aauonis, ispiesenting

the world’s leading climate scientists.

We also recognize that human activ-
ities are largely responsible for the
increasing concentrations of green-
house gases (GHG) in the Earth’s

L7

atmosphere. Because the electric
and natural gas industry is one of the
largest contributors to these emis-
sions, we believe that our industry
has a responsibility to help find

U.S. Greenhouse Gas Emissions by Sector 2004

@ Electricity Generation - 33%
@ Transportation - 28%
@ Industry - 20%

@ Agriculture, Residential,
Commercial - 19%

effective solutions to the threat posed
by climate change and take action.

What the Experts Are Saying
About Global Climate Change

The IPCC, the National Academy of
Sciences (NAS), the U.S. Environmental
Protection Agency (EPA), and other
world and national scientific bodies

between human activities and
their effect on the Earth’s climate.
Extensive research and analysis has
concluded that human activities
(e.g., fossil-fuel burning and land-use
changes) are warming the Earth’s

@

surface and lower atmosphere. And
while scientists continue to analyze

“the timing and consequences of

these changes, they agree that we
now know enough to warrant
immediate action to address the
risk of climate change.

I “Greenhouse gases are accumu-
lating in [the] Earth's atmosphere as
a result of human activities, causing
surface air temperatures and sub-
surface ocean temperatures to rise.”
- NAS, 2001

E “An increasing body of observa-
tions gives a collective picture of a

warming world and other changes
in the climate system.”
-IPCC, 2001

I “The scientific understanding of
climate change is now sufficiently
clear to justify nations taking
prompt action.”

- G8Joint Academies Statement

en Clirmate Chrnan INACINAC o ne

a signatory)

i “Scientists know for certain that
human activities are changing the
composition of [the] Earth’s atmos-

phere. Increasing levels of green-
house gases, like carbon dioxide

(COy), in the atmosphere since
pre-industrial times have been well
documented. There is no doubt
this atmospheric buildup of carbon
dioxide and other greenhouse
gases is largely the result of human
activities. It's well accepted by sci-
entists that greenhouse gases trap
heat in the Earth’s atmosphere

and tend to warm the planet. By
increasing the levels of greenhouse
gases in the atmosphere, human
activities are strengthening Earth’s
natural greenhouse effect.”

- U.S. EPA website, 2006
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What Scientists and Others Are
Observing Today

Scientists and other researchers
around the globe are observing and
documenting significant changes
to the environment, which they
believe are linked to the Earth’s
rising temperatures. As time goes
on.and areenhouse gas concentra-
Lo aliu givad/dr sliiace il LS
tures continue to increase, the
impacts are expected to become
even more severe.

I Scientists observed an approximate
0.6°C (or about 1.1°F) increase in

mean global surface temperatures
over the course of the 20™ century.

I Afour-year study of the Arctic
region, involving an international
team of hundreds of scientists,
examined the impacts of climate
change on the region:

o Glaciers throughout the Arctic
are melting, with especially rapid
retreat of Alaskan glaciers,and
the Greenland ice sheet is experi-
encing record melting, with con-
sequences for coastal wetlands
“and marine habitat.

e Some polar bear populations
are dwindling and they, along

with some seal species, may face
extinction without the ice cover.

e Threats to indigenous cultures and
existing infrastructure may intensi-
fy as a result of melting permafrost.

e Worldwide sea level is projected
to continue to rise, as a result of
glacial melt, flooding low-lying

coasta! areas,

i Glaciers in Montana's Glacier

National Park are melting at a rate
that could lead to their disappear-
ance by the middle of this century.

I Sea level rise in the Chesapeake
Bay, America’s largest estuary, has

increased from approximately

3 feet per millennium (over the
past 5,000 years), to approximately
1 foot per century; with climate
change accounting for up to 50
percent of this increase. By 2100,
the rate of sea level rise in the
Chesapeake could average almost
3 feet per century. This current
trend is resulting in dwindling
marsh environments, a decline in
habitat for migratory shorebirds,
and the loss of small islands that
once dotted the landscape.

§ Munich RE, an insurer of weather-
related damage, has observed a

global trend since 1980 of an
increasing number of weather-
related events and a growing cost
of weather-related damage.

What Scientists Are Projecting
for California

In 2005, “recognizing that global
warming will impose compelling

California,” Governor Schwarzenegger
set greenhouse gas emission reduc-
tion targets for the state and direct-
ed the California Environmental
Protection Agency (Cal/EPA) to eval-
uate the impacts of climate change

on California. The study projected
impacts for California, based on a
range of potential scenarios (tem-
perature increases of 3°F to 10.4°F
by 2100), which include:

B Reduction in snowpack in the
Sierra Nevada Mountains by 10 to
40 percent later this century,and by
as much as 90 percent by 2100, with
adverse consequences for hydro-
electric production, water resources
and winter recreation.

1 Increasing sea levels on California’s
open coast and estuaries, stressing
existing infrastructure, marine life
and habitats.
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I supporting innovative fleet
management practices,

1 identifying and pursuing alter-
native ways to generate, procure
and deliver vital energy resources,
including renewable energy and
clean distributed technologies,

I ‘being transparent about our
emicsinne sources and certifuins
QU eimiissiuns udlaq,

I helping our customers minimize
their greenhouse gas emissions
footprint, and

1 sharing “best practice” policies
and programs with others in our

The 457 kilowal

industry and encouraging them
to take action.

While we have worked coopera-
tively with local, state and federal
partners to achieve greenhouse gas
reductions and avoid emissions,

we recognize that voluntary initia-
tives alone will not be enough.

PG&E believes effectively combat-
ing global climate change will take
sustained and coordinated inter-
national action, cooperation and
investment over the long term.

In the meantime, however, PG&E
believes that it is important for the

U.S. to begin to address this issue
formally and take a leadership role.

We therefore support and prefer
national regulatory action based
on market mechanisms to achieve
emission reductions efficiently,
economically and in a way that
encourages the next generation of

impacts to the U.S. economy.

PG&E’s Climate Change Leadership
and Risk Mitigation Actions

For three decades, PG&E has been
a pioneer in working with policy-

makers to create successful programs
to minimize the environmental
impacts of energy production and
usage. Collectively, they have led to
dramatic improvements in energy
efficiency, increases in renewable
energy supplies, the creation of
effective demand response pro-
grams, and the promotion of alter-
native fuel vehicles. These efforts
continue today.

A fundamental policy shift in

California—with support from PG&E
—held the key to clearing a path for
many of these successes. Historically,

utility revenues had depended on
sales volumes—rewarding compa-
nies for selling more power and
penalizing them for selling less. This
created a strong financial disincen-
tive for utilities to encourage ener-
gy efficiency and conservation.
California removed this barrier

by instituting an approach called

allowed to collect a fixed amount of
revenues, independent of higher or
lower sales volumes. The result of
this simple, but profound, change
has been that utilities have been
free to aggressively help customers

reduce energy usage without doing
financial harm to their business.

As a direct result of decoupling
and the programs it made possible,
California’s per capita energy usage
has remained flat over the past 30
years, compared with an increase
of 50 percent for the rest of the
country. PG&E's energy efficiency
programs alone have avoided the
release of more than 61 million tons
of CO, into the atmosphere over
this same time period (equivalent
to taking 8.6 million cars off the
road for a year). Today, PG&E is
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supporting the extension of decou-
pling from California and Oregon to
the nation and the world.

PG&E also has one of the cleanest
electric generating operations in
the industry. With significant hydro-
electric and nuclear resources, the
CO, emissions rate for PG&E's electric-

among the lowest of any utility in
the country. When factoring in the
power we purchase from other
sources, the emissions rate associ-
ated with the electricity we deliver
to our customers is approximately

58 percent less than the average
among utilities nationwide.

The following are actions that PG&E is
taking now that will continue to yield

PG&E’s 2005 Retail Electricity Sales by Fuel Type

@ Natural Gas - 42%

@ Nuclear - 24%

@ Large Hydroelectric - 20%

@ Total California Renewable - 12%
@ Coal-1%

@ Other-1%

benefits in combating climate change
and reducing energy consumption:

I Putting Efficiency First. In
keeping with California’s Energy
Action Plan, before PG&E builds or
purchases new power supplies for
customers, we give first priority to
maximizing the benefits of cost-

demand reduction programs. Energy
efficiency is the lowest-cost way to
meet customers’ energy needs.
PG&E is investing an additional $1
billion in customer energy efficien-
cy and demand response programs

through 2008. This is the largest
gas and electric energy efficiency
effort ever undertaken by a utility

in the United States—expected to
eliminate the need for a large power
plant and its emissions.

I Increasing Supplies of
Renewable Energy. After optimiz-
ing gains from energy efficiency,
we focus on adding renewable
resources. PG&E is aggressively
increasing its supplies of renewable
power, with new contracts for
wind, solar and other generation.
The company expects to meet

California’s requirement that 20
percent of electric sales come

from qualifying renewable energy
resources, which emit no or minimal
greenhouse gas emissions, by 2010.

i Facilitating the Deployment

of Clean Distributed Generation,
Including Rooftop Solar. We sup-
sively pursue and implement clean
distributed generation technologies.
An industry leader in facilitating
distributed solar generation, we
have connected more customer-
owned solar installations to the

electric grid than any utility in the
country, including 51 percent of all
solar facilities installed nationally

in 2004. PG&E is also working with
our customers and communities,
through our Solar Schools Program,
Solar Habitat Program and Self-
Generation Incentive Program, to
“right size” these facilities to opti-
mize their impact and value.

B Leveling the Playing Field for
Low-Emissions Sources. PG&E vol-
untarily adopted, before California
regulators ordered it more broadly,
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an approach to analyze the green-
house gas emissions implications
of competitive bids for long-term
electric contracts by third party
suppliers. This so-called green-
house gas “adder” monetizes the
greenhouse gas emissions associ-
ated with the electricity so that we

can determine the relative financial
Pihis assSuCialEd Vitii giguniioust
gas emissions from various genera-
tion resources.

I Proposing New Customer
Programs. PG&E developed and

is seeking approval of a program

to allow our customers to become
“climate neutral” by voluntarily
paying a small monthly premium
to mitigate the greenhouse gas
emissions associated with their
electric and natural gas use. The
premiums collected during the first
3 years will be invested in inde-
pendent projects aimed at remov-
ing 2 million tons of greenhouse
gases from the air.

1 Using Innovative Technology.
PG&E is installing 10 million Smart
Meters™ throughout its service area
to provide the infrastructure that will

eventually offer new capabilities to
help customers reduce energy usage.

I Forming Partnerships. PG&E is
working with other leading com-
panies and organizations to advo-
cate forward-thinking, pragmatic
policy solutions and incentives to
address greenhouse gas emissions.

Exs svsmlos

e PG&E is a member of the Clean
Energy Group, a group of progres-
sive energy companies advocating
for a national, mandatory, market-
based program to reduce green-
house gas emissions.

e PG&E is a Charter Member in
the California Climate Action
Registry—becoming the first
investor-owned utility to certify
its CO, emissions inventory.

© PG&E is a Charter Member of
U.S. EPA’s Sulfur Hexafluoride
(SF6) Reduction Partnership—
through which we have reduced
our SF6 emissions by more than
65 percent since 1998.

e PG&E is an active member
of U.S. EPA’s Natural Gas Star
Partnership—through which

we have reduced the methane
leak rate within our natural gas
pipeline operations, avoiding the
release of more than 1,088 tons of
methane, or approximately 22,849
tons of COx-equivalent in 2005.

© PG&E is a Charter Member of
the China/U.S. Energy Efficiency

transfer of information and tech-
nologies aimed at improving the
energy efficiency of the Chinese
economy, reducing their green-
house gas emissions and creating
opportunities for U.S. business.

Benchmarking PG&E’s CO, Emissions Rate

(Lbs CO,/MWh)

PG&E's Owned Electric Generation - 44
|

PG&E'’s Electricity Delivery Mix - 570
st e R

California Electric System Average - 804

U.S.Electric Generation Average - 1,342
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Links to helpful websites:
United Nations Framework Convention on Climate Change
http://unfccc.int/2860.php

Intergovernmental Panel on Climate Change
http://www.ipcc.ch

U.S. Environmental Protection Agency
http://www.epa.gov/climatechange

California Climate Action Team
http://www.climatechange.ca.gov/climate_action_team

California Public Utilities Commission
http://www.cpuc.ca.gov

California Energy Commission
http://www.energy.ca.gov

CalEPA
http://www.calepa.ca.gov

California Climate Action Registry
http://www.climateregistry.org
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Quick glossary of terms:

Greenhouse Gas:

Any gas that absorbs infrared radiation
in the atmosphere: water vapor, carbon
dioxide, methane, nitrous oxide, halo-
genated fluorocarbons, ozone, perfluori-
nated carbons and hydrofluorocarbons.

Atmosphere:
The mixture of gases surrounding
the Earth.

Greenhouse Effect:

The effect produced as greenhouse
gases allow incoming solar radiation

to pass through the Earth's atmosphere,
but prevent part of the outgoing
infrared radiation from the Earth's
surface and lower atmosphere from
escaping into outer space.

Greenhouse Gas Adder:

Voluntarily adopted by PG&E before the
California Public Utilities Commission

ordered it more broadly, this tool mone-
tizes the greenhouse gas emissions
associated with long-term electric con-
tract bids from third-party suppliers,
allowing PG&E to determine relative
levels of financial risk associated with
greenhouse gas emissions from various
generation resources.
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Section A — 1 Climate Change Risks, Opportunities and Strategy

Question 1(a)(i) — Regulatory risks
For this question, please state the time period and where possible the associated financial implications.

What commercial risks does climate change present to your company including regulatory risks associated with current and/or expected
government policy on climate change e.g. emissions limits or energy efficiency standards?

PG&E is a wholly domestic U.S. company with operations in northern and central California. Therefore, the company currently follows the
guidance of the California Public Utilites Commission (CPUC), the California Energy Commission (CEC), the California Air Resources Board
(CARB), the California Environmental Protection Agency (CalEPA), and the U.S. Environmental Protection Agency (EPA), among others.

In 2006, California enacted two laws relating to greenhouse gas regulation and directly impacting our business. These included Assembly Bill
32, the Global Warming Solutions Act, which established greenhouse gas reductions goals for California and Senate Bill 1368, which requires
that all power sold to utilities in the state under long-term contracts meet a greenhouse gas emissions performance standard that is equivalent
to that of an efficient, combined-cycle natural gas plant. The regulations implementing Senate Bill 1368 have been finalized and are structured
in a manner that will allow PG&E to continue to provide our customers with affordable and reliable electricity and will not impact the continued
development of generation assets in which PG&E currently plans to invest.

Assembly Bill 32 sets a goal of reducing California’s greenhouse gas emissions to 1990 levels by 2020 and initiates the program in 2012. The
bill contemplates that these reductions will be achieved using both more traditional, command and control or programmatic mechanisms and
market-based mechanisms. To date, there are no specific goals or targets for individual sectors or entities within sectors. PG&E is currently
working cooperatively with the CPUC, CARB and CalEPA to implement AB 32 in a way that maximizes environmental effectiveness, minimizes
costs, provides for economic opportunities and serves as a model for federal legislation.

While the specific implementation details for AB 32 have yet to be determined, PG&E believes that it is well-positioned to meet future
requirements as a result of actions we have taken and continue to pursue. For example, we will continue to break new ground in evaluating
new conventional resources, using tools like the CPUC-approved carbon adder to compare the impact of future climate change costs, continue
our leadership in implementing cutting-edge, cost-effective customer energy efficiency (CEE) and demand response programs, and increasing
the amount of renewable resources in our portfolio (consistent with California’s already aggressive renewable portfolio standard).

From a federal legislative standpoint, PG&E is also well-positioned. The majority of federal approaches discussed and introduced take a
market-based approach to addressing greenhouse gas emissions, typically using a cap-and-trade methodology, and allow regulated entities to
meet compliance obligations through tradable emissions credits. PG&E has a relatively low emissions profile compared to others in our sector,
as a result of investments made and California’s existing regulatory framework. For example, the average CO2 emissions rate of the
company’s owned generation was approximately 44 Ibs CO2/MWh in 2005, while the emissions rate associated with our overall delivery mix
was approximately 489 Ibs CO2/MWh. For comparison, the average CO2 emissions rate for California is approximately 879 Ibs CO2/MWh,
while the national average is approximately 1,363 Ibs/MWh.

With regard to energy efficiency, PG&E has been a leading utility for the past thirty years and continues to take aggressive actions. Over this
time period, PG&E's customer energy efficiency efforts, both electric and natural gas, have achieved significant cumulative lifecycle energy
and cost savings, on the order of $9 billion, and prevented approximately 125 million tons of CO2 from entering the atmosphere.

In 2006, we launched a $1 billion commitment that will extend to 2008 — the largest energy efficiency effort of its kind by a U.S. utility company.
T meet the aggressive 2006-2008 targets, we undertook a new, forward-thinking business model that focused squarely on the customer
experience. Our approach employs a strategy successfully used by financial planners as they work to understand their clients’ individual
financial goals, resources, needs and limitations.

Using an integrated portfolio strategy, we worked with our customers and partners not only to meet, but exceed the aggressive 2006 energy
savings targets agreed upon with the CPUC; our 2006 goal was 132 MW and actual 2006 savings were 142 MW. PG&E will continue the
efforts over the next several years, with the goal of meeting half our future demand growth through energy efficiency.

Would you like to provide any additional information relating to this question that you have not provided elsewhere?

Question 1(a)(ii) - Physical risks
For this question, please state the time period and where possible the associated financial implications.

What commercial risks does climate change present to your company including physical risks to your business operations from scenarios
identified by the Intergovernmental Panel on climate Change or other expert bodies, such as sea level rise, extreme weather events and
resource shortages?

PG&E'’s core business, Pacific Gas and Electric Company, provides electric and natural gas service to a population of approximately 15 million
people throughout northern and central California. We meet our customers’ electric and natural gas demands by generating and procuring

http://www.cdproject.net/online_response_pf.asp?cid=1205 &year=2 1/10/2008
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electricity from a variety of Sources (including wind and hydroelectricity), procuring natural gas from supply basins throughout the western U.S.
and Canada, and transmitting and distributing these energy forms through a vast infrastructure that includes thousands of miles of pipelines
and wires, and thousands of utility poles. The amount of energy we need to serve our customers is directly related to temperature, as it
translates into the number of heating-days and cooling-days. Therefore, shifts in precipitation patterns, changes in temperature, rising sea
level, increased number and severity of storms can all have an impact on the availability of various forms of energy, the amount of energy we
need to acquire on behalf of our customers, and the location and integrity of the infrastructure necessary to transmit and distribute this energy.
PGS&E has reviewed a study conducted by the Union of Concerned Scientists on the impacts of climate change on California. That study
provides several scenarios based on a range of potential temperature changes and resulting impacts. These impacts include reduced snow
pack in the Sierra Mountains — a major source of water on which PG&E relies for operating its hydroelectric facilities, increased number of
heating-days and fewer cooling-days, changes in wind velocity and direction potentially impacting availability of renewable resources, and loss
of some coastiine in PG&E's service area.

PG&E is in the process of completing a formal risk assesément regarding the potential physical impacts of climate change on our business and
identifying risk mitigation options. This risk assessment is being conducted as part of our formal Enterprise Risk Management program, which
is overseen by PG&E'’s Chief Risk Officer.

Would you fike to provide any additional information relating to this question that you have not provided elsewhere?

Question 1(a)(iii) - Other risks
For this question, please state the time period and where posgible the associated financial implications.

Apart from any regulatory and physical risks you have described in your answers to questions 1(a)(i) and 1(a)(ii) above, what other commercial
risks does climate change present to your company including shifts in consumer attitude and demand?

- PG&E provides electric and natural gas service to more than 15 million people throughout northern and central Catifornia. PG&E has some of
the most environmentally conscious customers in the nation. They help to reduce greenhouse gas emissions by participating in the company's
energy efficiency and demand reduction programs, and programs to support alternative fuel vehicles.

This environmental conscience also permeates California’s policies and actions. For example, California’s commitment to energy efficiency has
allowed per capita energy consumption in the state to remain flat for nearly 30 years, while the state’s economy has grown dramatically. The
state also has an aggressive renewable portfolio standard for investor-owned utilities (IOUs) and requires IOUs to apply a “greenhouse gas”
adder when evaluating bids from power suppliers. These policies, combined with PG&E'’s actions, has resulted in the company having a
carbon dioxide emissions rate associated with its generation that is among the lowest of any I0U'in the country, as well as an emission rate
associated with its delivered electricity that is 65 percent below the national average. So, as PG&E looked to be responsive to its customers’
desires to address climate change and to policymakers’ calls for innovative approaches to do more, PG&E needed to look beyond traditional
“green” tariff, energy efficiency, and other pricing programs.

In January 2006, PG&E voluntarily proposed ClimateSmart, through which customers can choose to sign up and pay a small premium on their
monthly utility bill, to fund independent environmental projects aimed at removing carbon dioxide from the atmosphere. The first projects wili be
forest restoration and conservation projects, and the carbon sequestration and emission reductions projects will be verified by the California
Climate Action Registry. Once verified, the reductions will be permanently retired. PG&E expects to enroll approximately 4 to 5 percent of
eligible customers into the program by the end of its third year, and achieve reductions in carbon dioxide emissions equivalent to taking
350,000 cars off the road for a year. ClimateSmart will launch in the summer 2007.

Also, in 20086, we proposed an unprecedented partnership with the city of San Francisco to dévelop alternative energy sources, reduce .
greenhouse gas emissions and foster sustainability. The partnership relies on six key points to enhance the city’s energy future, including
investing at least $5 million for new solar installations in the city, exploring the use of natural tidal resources as a source of clean energy, and
supporting economic development efforts to promote green businesses and clean-energy technologies. :

With regard to energy efficiency, and other advanced energy solutions, PG&E works closely with our customers to develop new products and
seek partnerships to identify and implement innovative and effective solutions to their energy needs.

For example, PG&E partnered with Sun Microsystems to develop an incentive program for energy-efficient servers, garnering attention from a
growing number of other major computing equipment manufacturers, who are also qualifying their premium performance equipment for the
program. We also announced the first-ever utility financial incentive program fir virtualization projects in data centers, enabling our customers
to consolidate IT workloads and use less equipment and energy.

PG&E is able to aggressively support and pursue these energy efficiency and advanced energy solutions for our customers without negatively
impacting our bottom-line because of the foresight of a coalition of policy-makers, environmentalists, con